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Annotation. The work focuses on the role of insurance to support sustainable agricultural produc-
tion in economically developed countries, the importance of public-private partnerships in ac-
cordance with the potential of agro-industrial complex. Purpose — mechanism of state regulation
of insurance of agricultural risks is considered using the example of the world experience, taking
into account the situation in Kazakhstan. Methods — comparison and scientific generalization, re-
view of literature sources on the topic. The study is divided into two stages: analysis of statistical
sources on agricultural insurance at the international level from 2020 to 2023; study of domestic
practice. Results — advantages and disadvantages of various approaches to insurance of agricul-
tural activities with state participation have been identified. Recommendations for improving the
insurance system of agricultural crops and animals in the republic are substantiated, including
precise definition of responsibilities and conditions of participation for insurance firms, increas-
ing the level of subsidizing premiums, ensuring the availability of information for farmers and cre-
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ating a legislative framework. The work also notes the need to adapt international experience to
Kazakhstan’s national characteristics. Conclusions - state support for compensation of damage
caused by natural disasters, the implementation of the proposed measures will significantly in-
crease the efficiency of agricultural insurance in the country, ensure protection of the interests of
farms, stable development of agricultural sector and minimize risks for agricultural producers.
The legal mechanism of insurance in agro-industrial complex requires improvement. As a basis
for regulation, it is necessary to establish constructive dialogue between stakeholders. To assess
the condition of agricultural crops, the use of space monitoring data is of great importance. Agri-
cultural insurance is a potential growth segment and factor in food security in Kazakhstan.

AxpaTtna. XKyMbicTa 3KOHOMMKanbIK AaMbifaH engepgeri TypakTbl Aybin WapyalbifibiFbl OHAIPICiH
Konpgay VYWiH cakTaHabIpyAblH peniHe, arpoeHepKacinTik KelleHHiH aJleyeTiHe CoaMKec
MeMneKeTTIK-)KeKewenik 9pinTecTikTiH MaHbI3AbINbIFbIHA Ha3ap aypapbinFaH. Makcambl -
KasakctaHgafrbl KaFpanabl eckepe OTbIpbiN, oanemaik ToxXipube MbicanbiHAa arpapnbik
ToyeKkenepAai caKkTaHOblpyAbl MeMIIeKeTTiK peTTey TeTiri KapanfaH. ©dicmepi - canbICTbIPY XaHe
FbINbIMM Xannbisnay, TakbIpbin 60MbIHIWA 9/e0M Aepekke3aepre WOy xacay. 3epTTey eKi Ke3eHre
b6eniHeani: 2020 xbingaH 2023 Xbinfa AeliH xanblkapanblK AeHrenge arpokypbiUibiM 60MbIHLIA
cTaTUCTUKanNbIK Aepekkesgepai Tangay; oTaHAbIK ToXipubeHi 3eptrey. Homuxenepi — memne-
KeTTiH KaTbICybIMEH aybin LwWapyalwbifbifbl KbI3METIH CaKTaHAbIPpyAbIH apTypri TacinaepiHiH
apTbIKWbINbIKTapbl MeH Kemuiniktepi aHbikTanfaH. Pecnybnukapa aybin wWapyauwbifbifFbl
AaKblngapbl MeH Mangapabl CakTaHAbIPY XyMeciH XeTingipy OOWbIHWA YCbIHbIMAAP, OHbIH
iwiHoe cakraHAablpy cupManapbiHbiH MiHOETTEepPi MeH KaTbICy LlapTTapbiH HaKTbl aulKkbiHAay,
CbiMnbIKakbinapabl cybcuaunsanay pOeHreniH ynfanmty, cepmeprnep VyWiH akKnapaTTbiH
KOJKeTiMAiniriH KaMTamachI3 eTy XXaHe 3aHHaMmarbIK 6a3a Kypy HerizgenreH. CoHpam-ak, XXyMbicTa
XanblkapanblK TaXipMbeHi KasakCcTaHAbIK YNTTbIK epeKlwenikrepre 6eniMmaey KaxeTTiniri ge aran
eTinreH. KopbimbIHObINap - TabUFN anaTrapAaH KenTipinreH 3anangbl eTey Ke3iHge MeMneKeTTikK
Konaay, YCbIHbIIFaH WwapanapAbl iCKe acblpy enperi arpapnblK CakKTaHAbIpyAblH TUIMAINIriH
e|dyip apTTbipagbl, depmeprik LWwapyawbinbIKTapAblH, MyagenepiH Kopfayabl, arpapiblik
ceKTopAblH TYpPaKTbl AaMyblH KaMTaMachbI3 eTefi XXoHe aybiN Wwapyawbinbifbl @Hgipywinepi yuwiH
Toyekengepai azantaabl. AGK cakraHaAbIPyAbIH KYKbIKTbIK TeTiri XeTingaipyai Tanan eteai. EpexeHi
peTTeyaiH Herisi peTiHge Mmyaaeni TapanTap apacbiHAa CbiHAAPSbI AUanNor opHaTty KaxeTt. Aybin
wapyawbbifbl AaKbAAPbIHbIH Xal-KyniH 6aFanay ywWiH FapbilWTbIK MOHUTOPUHI AepeKTepiH
navganaHyablH MaHbI3bl 30p. Aybin LlWapyauwbifbiFbiH CakTaHAbIPY-OCYAiH oreyeTTi CermMeHTi
*oHe KasakcTaHHbIH a3bIK-TYNiK KayinciaairiHii chaktopbl 60onbin Tabbinagbl.

AHHOTauus. B paboTe akueHTUpyeTCss BHUMaHWe Ha porniu CTpaxoBaHUs ANA NOAAEPKKN YCTONYU-
BOro CeNnbCKOXO3ANCTBEHHOrO NPOU3BOACTBA B 3KOHOMMYECKN Pa3BUTbIX CTPaHax, 3HAYMMOCTHU
rocyAapCTBEHHO-4YaCTHOrO NapTHEPCTBA COOTBETCTBEHHO MNOTEHUMany arponpoMbILIEHHOro
Komnnekca. Ljenb — paccMOTpeH MexaHU3M rocyfapCTBEHHOro perynmpoBaHusl CTpaxoBaHUs ar-
papHbIX PUCKOB Ha NpuMMepe MUPOBOro onbiTa, ¢ y4eTom cutyaumm B KasaxctaHe. Memods! —
CpaBHeHus1 1 Hay4yHoro o606LeHunsi, 0630p NUTepaTypHbIX UCTOYHUKOB No Teme. UccnegoBaHue
pa3spensieTcA Ha ABa 3Tana: aHanu3 CTaTUCTMYECKMX UCTOYHMKOB MO arpocTpaxoBaHMIO HA MeX-
AyHapogHom ypoBHe ¢ 2020 no 2023 rr.; nsy4yeHue ote4eCTBEHHOW NpPaKTUKWU. Pe3ynbmamsbi —
BbIfIBNIEHbl NPeMMYyLLecTBa M HeAOCTaTKW Pa3fiM4YHbIX MOAXOAOB K CTPaxoBaHMKO CerlbCKOXO-
3ANCTBEHHON AOEATEeNbHOCTU C y4yacTuem rocypapcrtBa. O60CHOBaHbl pekoMeHAauMm no coBep-
LWEHCTBOBAHMIO CUCTEMbl CTPAxXOBaHUA CENIbCKOXO3ANCTBEHHbIX KyNbTyp M XUBOTHbIX B pec-
nyonuke, BKio4Yasi TOYHOe onpeaeneHMe O6A3aHHOCTEN M YCNOBUM y4yacTusi ANsl CTPaxoBbiX
¢mpm, yBenmueHne ypoBHsa cybcuanpoBaHusa npemuin, obecneyeHme AOCTYNHOCTU MHdOpMaLmUm
ans depmepoB M co3paHue 3aKoHopaternbHou 6asbl. B pabore Takke oTmedvaeTrcss HeobXxo-
AMMOCTb ajanTauvMu MeXAYHapOAHOro OnbiTa K Ka3axCTaHCKMM HauMOHaNnbHbIM OCOGEHHOCTAM.
BbieodbI — rocygapcTBeHHasa nogaepkka NpyM Bo3MeLLeHUn ywep6a, NPUYMHEHHOTO CTUXUMAHBLIMM
6eacTBUAMU, peanusauus npearnoXeHHbIX Mep 3HaYuMTeNlbHO NMOBLICUT 3(PPEeKTMBHOCTL arpap-
HOTrO CTpaxoBaHMUs B CTpaHe, obecneynT 3awWnTy UHTEpecoB (hbepMepCKUX XO3ANCTB, CTabunbHoe
pa3BuMTUE arpapHOro cekTopa U MUHUMMU3UPYET PUCKUM AONS CENIbCKOXO3ANCTBEHHbIX MPOMU3-
BoauTenen. NMpaBoBon mMexaHusm ctpaxoBaHusa B AlK TpebyeT ycoBeplieHCTBOBaHUsA. B kauve-
CTBe OCHOBbI PerynMpoBaHusi NMONOXEHUA HEeOOXOAMMO YCTaHOBUTb KOHCTPYKTUBHbLIW guanor
MexXay 3auHTepecoBaHHbLIMU CTOPOHaMU. [1Ns OLEHKM COCTOSIHUA CeNbXO3KynbTyp 60nbLuoOe 3Ha-
YeHMe MMeeT MCMOJIb30BaHME AaHHbIX KOCMMYECKOro MOHUTOpuHra. Cenbxo3cTpaxoBaHue -—
noTeHuManbHbIN CEerMeHT pocTa U ¢hakTop NpoaoBoOsibCTBEHHOM 6e3onacHocTn KasaxcraHa.

Key words: agro-industrial complex, agricultural producer, agricultural risks, insurance compa-
nies, insurance of crops and animals, government regulation, legislative framework.
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Introduction

In recent years, the global agricultural
landscape has witnessed significant trans-
formations, marked by unprecedented chal-
lenges and opportunities. The escalation of
natural disasters, economic uncertainties, and
shifting climatic patterns have underscored
the urgent need for robust risk management
strategies within the agricultural sector.
Amidst these dynamics, agricultural insurance
has emerged as a pivotal instrument for safe-
guarding the livelihoods of farmers and ensu-
ring the resilience of agricultural economies.

The Republic of Kazakhstan stands at a
critical juncture in its agricultural development
journey, grappling with the imperative to fortify
its agricultural resilience amidst a backdrop of
evolving climatic conditions and economic un-
certainties. Recognizing the pivotal role of ag-
ricultural insurance in mitigating risks and en-
hancing the sustainability of the agricultural
sector, Kazakhstan has embarked on a
journey to bolster its agricultural insurance
mechanisms.

The present study endeavors to delve in-
to the intricacies of agricultural insurance in
Kazakhstan, shedding light on its current
state, challenges, and opportunities. The
overarching goal of this research is to provide
insights into the efficacy of existing agricultur-
al insurance schemes and propose recom-
mendations for their enhancement.

This study is guided by the following ob-
jectives:

- to assess the current landscape of agri-
cultural insurance in Kazakhstan, exami-ning
the scope of coverage, participation rates, and
effectiveness of existing schemes;

- to identify the challenges and barriers
hindering the widespread adoption of agricul-
tural insurance among farmers in Kazakhstan;

- to explore international best practices
and experiences in agricultural insurance,
drawing parallels and insights that could in-
form the enhancement of Kazakhstan's agri-
cultural insurance framework;

- to propose actionable recommendations
aimed at improving the accessibility, efficien-

cy, and effectiveness of agricultural insurance
in Kazakhstan.

Working Hypotheses. In pursuit of these
objectives, the study operates under the fol-
lowing working hypotheses:

* government subsidies play a pivotal role
in incentivizing farmer participation in agricul-
tural insurance schemes;

* communication and transparency are
essential factors in fostering farmer trust and
engagement in agricultural insurance pro-
grams;

* the adoption of dedicated legislation
specific to agricultural insurance could cata-
lyze the development of a robust and sustain-
able insurance framework in Kazakhstan.

Through a comprehensive exploration of
these hypotheses and objectives, this study
endeavors to contribute to the ongoing dis-
course on agricultural resilience and risk
management in Kazakhstan. By elucidating
the nuances of agricultural insurance and of-
fering pragmatic recommendations, this re-
search aims to pave the way for a more resili-
ent and sustainable agricultural sector in Ka-
zakhstan.

Literature Review

According to estimates by the Food and
Agriculture Organization of the United Na-
tions, the world is experiencing an increase in
natural disasters. Their economic conse-
guences are significant for agriculture, which
accounts for 26 percent of the total losses.
For countries with pronounced continental
characteristics, such as Kazakhstan, agricul-
tural insurance is particularly relevant (Agricul-
tural insurance is a profitable business) [1].
The global coronavirus pandemic, followed
by the global political-economic situation, has
affected all economic sectors, including agri-
culture in Kazakhstan. It has been significantly
influenced by three main factors: a decrease
in the tenge exchange rate, fluctuations in
demand, and disruptions in the global supply
chain due to restrictions on movement be-
tween countries.

Sustainable agriculture is of paramount
importance for the sustainable development
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agenda until 2030. Agricultural production in-
herently involves risks due to unstable climatic
conditions, crop losses from pests, price fluc-
tuations of crops and/or inputs, limited access
to inputs, and so forth. These risks and losses
pose a perennial problem for 510 million small-
holder farmers worldwide. Risk mitigation tools
can play a crucial role in ensuring livelihood se-
curity and aiding vulnerable and poor house-
holds in overcoming shocks. However, risk-
reduction tools, such as insurance, have not
been widely adopted (Siddiqui Z.) [2].

Government support for agricultural in-
surance is a subject of interest in the litera-
ture. Studies have shown that subsidizing in-
surance premiums is an effective way to sup-
port small and medium-sized agricultural en-
terprises and ensure the economic stability of
the industry (Turysbek A.K., Kantarbayeva
Sh.M.) [3]. It has been identified that the effec-
tiveness of government financing for insu-
rance risks in agriculture has a significant im-
pact on the development of the industry (Se-
menova N.N., Averin A.Yu.) [4]. However, the
current model of agricultural insurance with go-
vernment support in Russia has received criti-
cism for its insufficient effectiveness in provi-
ding insurance protection and the lack of stimu-
lation for investment activities among agricultu-
ral producers (Maslova V.V., Savkina G.M.) [5].

It has been suggested that improving the
mechanism of agricultural insurance requires
establishing equitable relationships among
participants and creating a stateowned insu-
rance company specializing in agricultural in-
surance (Nafi'ah B.A.) [6]. The use of insu-
rance mechanisms in government support for
agriculture has been studied in developed co-
untries, and it has been found that public-
private partnerships and specific disaster re-
lief programs are effective in providing insu-
rance coverage for farmers (Iskandarov A.M.)
[7]. Furthermore, it has been argued that the
state should primarily support insurance
against investment risks in agriculture to at-
tract efficient investors and ensure more ra-
tional use of public funds (Yekimov S., Kober-
nik S., Kuchareva O. et.al) [8].

Temesgen B. studied the impact of im-
plementing weather index-based crop insur-
ance (IBl) on food consumption and invest-
ments in agricultural resources using the Dif-
ference-in-Differences (DiD) estimator (Belis-
sa Temesgen K.) [9]. The results indicate that
the adoption of insurance led to an increase in
food consumption and investments in high-
risk, high-return agricultural resources.

Ma Qianting et al. identified the mecha-
nism of climate change impact on the credit

risk of rural financial institutions using a multi-
agent model. The results show that: (i) climate
change has a negative influence on the credit
risk of rural financial institutions; (ii) agricultur-
al insurance demonstrates a threshold effect
in the process of climate change, affecting the
credit risk of rural financial institutions; (iii)
high-level agricultural insurance can mitigate
the adverse impact of climate change on the
credit risk of rural financial institutions.

This indicates that agricultural insurance
is an important policy for precautionary mea-
sures (Ma Qianting, Zhou Yueshu, Wang Jiaji)
[10]. In his 2005 study, Wenner argued that
agricultural insurance is once again becoming
a subject of interest, particularly in light of the
need to enhance the competitiveness of agri-
culture in increasingly integrated commodity
markets (Wenner M.) [11]. This serves as a
compelling rationale for providing government
support to farmers both in terms of fairness
and effectiveness.

By expanding access to assets and
providing transfers in case of shocks, social
protection programs can play a crucial role in
agricultural insurance (Hill R.V., Torero M.)
[12]. However, the challenge lies in over-
coming obstacles and providing effective and
sustainable agricultural insurance products.
Key obstacles include the lack of quality in-
formation, inadequate regulatory frameworks,
weak supervision, absence of actuarial exper-
tise, lack of professional experience in product
development and monitoring of agricultural
insurance, a multitude of underprivileged and
fragmented clients who may not desire or be
able to afford actuarially justified premiums for
multi-risk products, as well as governments'
tendency to undermine market development
through improper subsidy and disaster relief
fund utilization.

A significant supply-side obstacle to
providing agricultural insurance in developing
countries is the lack of infrastructure support
for agricultural insurance (Giller K.E., Hijbeek
R., Andersson J.A. et al.) [13].

Materials and methods

The object of the study is the international
experience of agrarian insurance. A review
and analysis of various sources of information
on international experience in the field of
agrarian insurance were conducted to identify
the peculiarities of insurance operations and
government support. Data were collected from
various sources, such as official documents of
government structures, statistical reports, as
well as publications in scientific and practical
journals and internet resources. Key themes
related to agrarian insurance, such as gov-
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ernment support, subsidization of insurance
premiums, types of insurance, examples of
successful practices, and problems faced by
different countries in implementing agrarian
insurance systems, were identified during the
analysis. The main terms and concepts used
in the context of agrarian insurance were also
identified.

Additionally, a comparative analysis of le-
gislation and regulatory acts regulating agrari-
an insurance in different countries was conduc-
ted to identify common trends and features.

The synthesis of the information obtained
was used to develop recommendations for
the development of agrarian insurance in
Kazakhstan.

Results

International experience of state support
for agricultural insurance is characteristic of
most countries worldwide. According to data
from the National Crop Insurance Union, we
see that the level of insurance coverage in
wheat-producing competitor countries ranges

from 15% to 90%, while in our country, it is
less than 2%. This indicates the need for the
development and improvement of the mecha-
nism of agricultural risk insurance used in our
country (Boranukov M.) [14].

International experience in agricultural in-
surance: In 2023, the resumption of economic
growth, consumer spending, and demand
from service sector enterprises contributed to
a 14.2% increase in the index. Additionally,
further disruptions and issues related to global
food and energy supply chains are expected
to exert upward pressure on agricultural prod-
uct prices. It is anticipated that in 2024-2025,
some of these factors will weaken, leading to
a slight decrease in the index.

As an example, let's consider the Con-
sumer Price Index (CPI) in the meat industry.
Over the year, the CPI for meat products in-
creased by 15.7%, for poultry it increased by
28.6%, and for semi-smoked and boiled sau-
sages, the price rose by 21-22% (figure 1).

m Kazakhstan mworld

Meat products  p———————— 115,70%

Semi-smoked sausage —————— 121.20%

Boiled sausage m—————————— 122,20%

SOUUSOIC s 121,30%

Poultry meat  ps— 128,60%

MULON  ———— 112,50%

POrK  — 113,40%

Horsemeal  pe———————— 116,30%

Beefl  —— 109,30%

Meat and poultly  ——— 114,60%

- 1
CONSUMER PRISE INDEX ﬂ 115,90%

Note: compiled by the authors based on sources (Agricultural Price Index) [15]
Figure 1 — Consumer price index for meat and meat products in the world, 2024 (% of 2023)

Figure 1 presents the consumer price in-
dex (CPI) for meat and meat products world-
wide in 2024 compared to 2023. During the
year, the consumer price index for meat prod-
ucts increased by 15.7%, for poultry - by
28.6%, and prices for semi-smoked and
boiled sausages increased by 21-22%. The
data illustrates significant price increases for
major meat products, which may be due to a
variety of factors, such as disruptions in global
food and energy supply chains and increased
demand for consumer goods. Data analysis
shows that in conditions of instability in world
markets, supporting the agricultural sector

through insurance and subsidies becomes
even more important for stabilizing prices and
ensuring food security. During the period from
2020 to 2023, there was a rapid expansion
and development of the range and volume of
insurance products offered to producers.
Much of this expansion is attributed to a wide
range of government support, including pre-
mium subsidies, subsidies for delivery ex-
penses, loss adjustment, and the provision of
reinsurance services by the government. Ta-
ble 1 below shows the top ten countries with
the highest subsidies for both livestock insur-
ance and crop insurance in 2023.
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In the United States, this amounts to 64
percent of the total premium of the top ten
countries ($8.5 billion), followed by Japan at
8.3 percent ($1.1 billion) and Canada at 8.2
percent ($1.09 billion). Regarding premium
subsidies, the United States still accounts for
59 percent, or $3.8 billion. Spain follows with
8.9 percent, or $581 million, and Japan with
8.5 percent of insurance subsidies, or $546
million (table).

Most European countries, as well as the
United States, China, and Turkey, utilize sub-
sidies for insurance premiums under agricul-
tural risk insurance contracts as the primary
form of government support. At the same
time, it should be noted that 90% of the col-
lected insurance premium is allocated to crop
insurance, as this sector is more susceptible
to adverse weather factors and is considered
the riskiest.

Table - Top 10 Providers of Subsidies for Livestock and Crop Agricultural Insurance in 2023

(in million dollars)

Countries Premium % to prem Premium Premium Subsidy % to total
Subsidy as % of total prem | premium subsidy

USA 8,5 63,6 3.8 05 59,2
Spain 809,0 6,1 581 0,7 8,9
Japan 1,1 8,3 549 0,5 8,5
Canada 1,1 8,2 546 0,0 8,5
Italy 383,0 29 280 0,7 4,3
China 682,0 51 283 0,4 4,4
Russia 315,0 24 156 0,5 24
Iran 241,0 1,8 146 0,6 2,3
Mexico 142,0 11 62 0,4 0,9
South Korea 93,0 0,7 34 0,4 0,5
Total 13,4 100,0 6,5 0,5 100,0

Note: compiled by the authors based on sources (World Bank Group ) [16]

Global agricultural insurance practice is
based on laws and regulatory acts. Typically,
laws address only basic approaches, while
regulatory acts, depending on the needs of
insurance participants, specify specific condi-
tions and approve various insurance pro-
grams. A similar approach is used in the Unit-
ed States, Spain, and Turkey.

In the United States, the Federal Crop In-
surance Corporation (FCIC) implements gov-
ernment-supported insurance programs. Such
programs may be developed by insurers
themselves in the future, and after their ap-
proval by the FCIC, they are also included in
the system of government support. According
to these insurance programs, government
funds are allocated to compensate for the
costs necessary to implement the program.

In the United States, over 10 major insur-
ance programs are implemented in practice,
including crop failure insurance, index-based
insurance, and livestock insurance with vari-
ous coverage options. In Spain, from 2020 to
2023, there were about 50 agricultural risk
insurance programs with government support.
To involve small-scale farming operations in
agricultural insurance with government sup-
port in the United States, three mutual insur-
ance companies operate. A similar experience
is also utilized in Europe and Latin America.

According to global practice, small-scale
farmers often prefer index-based insurance.
This is an alternative to traditional types
where the compensation amount depends on
the impact of individual factors and is calcu-
lated based on a predetermined model. This
type of insurance significantly simplifies the
contract signing process and claims settle-
ment but requires a large amount of prelimi-
nary work and data processing.

Approaches based on the analysis and
adaptation of international experience can
contribute to the improvement of agricultural
risk insurance mechanisms in Kazakhstan.
This could be the key to enhancing the resili-
ence and competitiveness of the agricultural
sector in the face of a volatile global economic
environment.

Government support for agriculture in
Kazakhstan includes subsidizing insurance
premiums for agricultural producers to help
them overcome the consequences of natural
disasters and ensure economic stability in the
agricultural sector. Kazakhstan adheres to a
policy of sustainable agricultural development
and encourages initiatives aimed at develop-
ping agricultural insurance. However, such
programs face limitations such as limited
budgetary resources, difficulties in determi-
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ning the size of losses, and lengthy proce-
dures for fund disbursement.

Funding for agriculture is increasing eve-
ry year, and positive dynamics are observed
in investments as well. In January 2023, the

70,00%
62,40%

$1,50%

-12,60%

-36,20%

volume of investments in fixed capital in agri-
culture, forestry, and fisheries reached 24.4
billion tenge, which is 36.3% higher in terms
of value compared to January 2022 (actual
growth in real volume - 33.7%, figure 2).

73,10%

46,80%
36,30%

6,00% 8,80%

-ZO’SOI I I

2013/01 2014/01 2015/01 2016/01 2017/01 2018/01 2019/01 2020/01 2021/01 2022/01 2023/01

I 00BeM

poct

Note: compiled by the authors based on sources (Agricultural Price Index) [15]
Figure 2 - Investments in fixed capital in agriculture, forestry and fisheries,
2013/01-2023/01 hillion tenge

The voluntary agricultural insurance sys-
tem in Kazakhstan started relatively recently,
in 2020, but already demonstrates positive
results. Today, such products as insurance
against soil moisture deficit and excess, as
well as insurance for agricultural animals, are
available in the domestic insurance market.
As part of the National Project for the Devel-
opment of the Agro-Industrial Complex of the
Republic of Kazakhstan for 2021-2025, one of
the main tasks is to ensure domestic produc-
tion of essential food products, including the
production of apples (New agricultural insur-
ance...) [17]. In 2022, a new direction was
approved - insurance for apple orchards and
apple crops for intensive and semi-intensive
orchards.

Figure 2 illustrates the positive dynamics
of investment in agriculture in Kazakhstan for
the period from 2020 to 2023. The graph
shows an increase in fixed investment in agri-
culture, forestry and fisheries, indicating grow-
ing interest and government support in the
sector. A comparative analysis of data over
the past four years shows significant growth,
peaking in January 2023, when investment
volume amounted to 24.4 billion tenge, an in-
crease of 36.3% compared to January 2022.
This growth is largely due to increased gov-
ernment subsidies and incentive programs
aimed at supporting agricultural producers
and increasing the sustainability of the agricul-
tural sector.

The figure not only shows an increase in
investment, but also highlights the importance
of continued government support for agricul-
tural development. This reflects Kazakhstan's
desire for sustainable development of the ag-
ricultural sector and ensuring the country’s
food security. Improving the investment cli-
mate and attracting additional resources also
contributes to increasing the competitiveness
of agriculture at the international level.

Likewise, a similar insurance scheme is
applied in livestock farming. For instance, a
herd of 100 pedigree cattle is valued at 165
million tenge. By insuring this livestock, the
insurance premium totals 2 541 000 tenge,
with the farmer's contribution being only
508.200 tenge. The remaining sum is covered
by government subsidies. In the event of an
insured incident involving the 100 heads of
cattle, the farmer could receive an insurance
payout of up to 161.7 million tenge - nearly
the entire value of the lost cattle due to death,
illness, theft, or accidents.

All operations, starting from contract
agreements to insurance disbursements, are
streamlined and carried out through the online
platform qoldau.kz. Domestic companies' risks
are backed by reputable international firms,
guaranteeing farmers payouts if an insured
event occurs. The Agricultural Credit Corpo-
ration, a subsidiary of the "Baiterek" holding,
serves as the operator for agricultural insu-
rance (Agricultural insurance is a profitable
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business) [1]. Each year sees an increase in
the number of contracts concluded and in-
sured assets, indicating a growing interest in
this type of insurance among Kazakhstani ag-
ricultural producers. For instance, according
to the report of Agrarian Credit Corporation
JSC, while there were only 163 contracts con-
cluded in 2021 and 262 in 2022, the number
rose to 371 contracts in 2023.

Agriculture in developed countries is
more stable compared to conditions in Ka-
zakhstan. However, the level of state support
for agricultural risk insurance in these coun-
tries is significantly higher. This example un-
derscores the recognition by developed coun-
tries of the importance of the agro-industrial
sector in the economy, as evidenced by the
provision of necessary support to reduce risks
faced by farmers.

To improve farmers' quality of life and in-
crease agricultural productivity, which can be
a key factor in the country's economic devel-
opment, it is important for Kazakhstan to de-
velop its agricultural insurance system and
provide corresponding state support to assist
farmers in coping with the risks associated
with agriculture.

Suggestion 1. Precisely outline the duties
and terms of participation in the subsidy pro-
gram for insurance firms. It's essential to fo-
cus on standard insurance offerings, proto-
cols, reporting methods, and the engagement
of insurers in public outreach efforts.

Suggestion 2. Explore the option of rai-
sing the subsidy level for agricultural insu-
rance premiums (up to 70% or 80%) to en-
courage farmers' engagement in the new sub-
sidized agricultural insurance scheme. This
could be seen as a short-term measure over
the next 3-5 years, pending government ap-
proval. If this approach is accepted, it's essen-
tial to communicate to farmers that the in-
creased subsidy on premium rates will be tem-
porary, aiming to enhance their understandding
of the agricultural insurance mechanism.

Suggestion 3. Ensure farmers stay up-
dated on the program's advancement by pro-
viding updates on its effectiveness, notably
through statistical insights on insurance dis-
bursements, the quantity of farmers receiving
compensation, geographical coverage, and
the promptness of these disbursements. Dis-
seminate this information via diverse mediums
such as printed leaflets, radio broadcasts, TV
announcements, and social media posts. It's
advisable to share details about disbursements
at the conclusion of each agricultural season
and prior to the commencement of the new in-
surance season, preceding the planting period.

It is important to note that Kazakhstan
lacks a dedicated law specifically regulating

subsidized agricultural insurance and its op-
erational framework. The legal environment
for the current subsidized crop insurance pro-
gram is overseen by directives issued by the
Ministry of Agriculture.

Suggestion 4. Explore the potential adop-
tion of a dedicated legislation concerning
state-supported agricultural insurance. This
initiative could facilitate the establishment of a
framework for a collaborative effort between
the public and private sectors, guiding their
operational dynamics and interactions specifi-
cally tailored to the requirements of the subsi-
dized agricultural insurance initiative. Such
legislation could introduce clear criteria for
participating insurers, mandate more coherent
reporting mechanisms regarding program
progress, oversee the implementation pro-
cess, and monitor subsidy allocation in the
future. Ultimately, this could foster greater
confidence among farmers in government-
supported agricultural insurance products
moving forward.

Suggestion 5. Set up a central data hub to
gather and manage various kinds of information
essential for agricultural insurance purposes
and coordinate the collection of agricultural in-
surance data from different sources like Qoldau,
the National Statistics Bureau, and the insu-
rance market regulator. These data resources
will enable thorough analysis of the entire agri-
cultural insurance program and subsidized agri-
cultural insurance, providing valuable insights
for future program improvements and strategic
planning.

In Kazakhstan, there are numerous cha-
llenges to overcome in order to increase the
volumes of the subsidized agricultural insu-
rance program (number of contracts, total pre-
miums, total insured amount). It is also impor-
tant to gain the trust of farmers in agricultural
insurance and offer them new insurance solu-
tions in addition to the existing soil moisture
index insurance program. Currently, stakehol-
ders from both the public and private sectors
demonstrate a shared commitment to the conti-
nuous development of the agricultural insurance
market in Kazakhstan in the coming years.

Agriculture in developed countries is
more stable compared to conditions in Ka-
zakhstan. However, the level of government
support for agricultural risk insurance in these
countries is significantly higher. This example
highlights the awareness of developed coun-
tries of the importance of the agro-industrial
sector in the economy, which is expressed in
the provision of the necessary support to re-
duce the risks faced by agricultural producers.

The results of the study confirm that in-
surance is an effective mechanism for ensur-
ing the sustainable development of agricultur-
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al production. State support and the develop-
ment of public-private partnerships in the field
of agricultural insurance will increase the
availability of risk insurance for farmers and
agricultural producers.

Discussion

The findings of this study underscore the
importance of insurance as a vital mechanism
in supporting sustainable agricultural produc-
tion, especially in the context of developing
countries like Kazakhstan. By analyzing inter-
national experiences, it is evident that gov-
ernment subsidies and public-private partner-
ships play a crucial role in enhancing the ef-
fectiveness and accessibility of agricultural
insurance.

One of the key insights is the significant
disparity in the level of governmental support
for agricultural insurance between developed
and developing countries. In developed na-
tions, substantial governmental backing en-
sures comprehensive coverage and high
compensation for agricultural losses, thereby
stabilizing the agricultural sector. This model
could serve as a benchmark for Kazakhstan,
where agricultural producers often lack suffi-
cient insurance coverage due to limited
awareness and inadequate state support.

The study reveals that commercial agri-
cultural insurance tends to prioritize profitabi-
lity over the protection of farmers. This high-
lights the necessity for state intervention to
ensure that agricultural insurance schemes
are accessible and provide adequate com-
pensation. The introduction of dedicated legis-
lation for state-supported agricultural insu-
rance in Kazakhstan could establish a robust
framework, ensuring transparency, accounta-
bility, and efficient use of public funds. Fur-
thermore, the research identifies the critical
need for enhancing farmers' awareness of
available insurance options. Effective com-
munication strategies and educational pro-
grams are essential to bridge this knowledge
gap, thereby increasing participation in insu-
rance schemes.

The study's recommendations, including
the adoption of a centralized data hub and the
establishment of specific legislation, aim to
foster a more resilient agricultural insurance
system. These measures can enhance the
trust of farmers in insurance products and en-
courage broader participation, ultimately con-
tributing to the sustainability and stability of
Kazakhstan's agricultural sector.

Conclusion

1. The study examined international ex-
perience in insuring agricultural risks, and also
revealed the features of insurance operations
and state support for agricultural insurance in
2020-2023.

2. Commercial agricultural insurance is
more focused on profit-making by insurance
companies rather than protecting agricultural
producers. Therefore, state support for agri-
cultural insurance should ensure accessibility
and wide coverage of agricultural insurance
with high compensation for losses based on
the effective use of public funds.

3. Income insurance promotes deeper
cooperation between public authorities and
private insurance companies, implementing
the principle of insurability of catastrophic
risks based on the offer of products with a
high level of government support.

4. In Kazakhstan, there is a problem of
lack of awareness of agricultural producers
about the possibilities of agricultural insurance
and the choice of the most suitable insurance
program. This factor leads to insufficient cove-
rage of agricultural risks and a decrease in the
effectiveness of the state support program.

In conclusion, the integration of inter-
national best practices, coupled with tailored
solutions addressing local challenges, can
significantly improve the agricultural insurance
landscape in Kazakhstan. Implementing these
recommendations will not only protect farmers
but also ensure the long-term viability of the
agricultural industry in the region.
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