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AnHorauusi: CelnbCKOXO3SIIICTBEHHOE CTPAaXOBAaHUE — 3TO CHELUAIU3UPOBAHHBI HWHCTPYMEHT
yIpaBJICHUs] pUCKaMHU, NpeJIHA3HAYEHHBIN JUIS 3alUThl OT (MHAHCOBBIX MOTEPh, BOZHUKAIOIINX B
pe3yJbTaTe MOBPEKACHUS WIH YTPAThl YpoXKasi M )KUBOTHBIX. JTa (hopMa CTpaxoBaHUS BayKHA JIJIsI
CTa0WJIM3allMM  JOXOJOB B CEJIBCKOM  XO3SHICTBE W CTUMYJIHMPOBAaHHS HMHBECTHLHUH B
CEJIbCKOXO3SICTBEHHOE MPOM3BOACTBO, 0COOEHHO A (pepMepoB C HHU3KMM ypOBHEM noxona. B
nociieHee Bpemst B PecryOnuke ApMeHHS pe3KO BO3POCIIO KOJHUYECTBO YOBITKOB, CBS3aHHBIX C
W3MEHEHUSIMH TIOroJbl. B mocienHue Mecsimbl Kak 3aMOPO3KHM, TaKk M Tpaj claenanu Oojee
aKTyaJbHBIM B CEJIbCKOXO3SIMCTBEHHOM ceKTope PecryOnukum ApMeHHs BONPOC CTPaxOBaHUS
ypokasi, U, 4TO HamOoyiee Ba)KHO, KaK €ro 3acTpaxoBaTh. HemaBHuE mpuMephl MOKa3ai, YTO
CTpaxoBaHHE TMO3BONMWIO (epMepaM OOECIEYHTh HEMPEPHIBHOCTh MPOM3BOJCTBA, HECMOTPS Ha
MTOHECEHHBIC YOBITKH.

KaloueBbie cJI0Ba: CelbCKOXO3SMCTBEHHOE CTpaxOBaHME, CEJIbCKOXO3SICTBEHHBIE PHUCKH,
CTPaxOBBIE MOJIUCHI, YOBITKU.

AGRICULTURAL INSURANCE IN THE REPUBLIC OF ARMENIA:
A VOLUNTARY CHOICE OR A VITAL NECESSITY?

Nersisyan Nerses Norayrovich
Armenian State University of Economics, Yerevan, Armenia
e-mail: nerses.nersisyan.1993n@gmail.com; SPIN code: none; ORCID: 0000-0002-0874-8828

Abstract. Agricultural insurance is a specialized risk management tool designed to protect against
financial losses resulting from damage to or loss of crops and animals. This form of coverage is
important for stabilizing agricultural incomes and encouraging greater investment in agricultural
productivity, particularly for low-income farmers. Recently, the number of losses due to weather
changes has increased dramatically in the Republic of Armenia. In recent months, both frost and hail
have made it more relevant in the agricultural sector of the Republic of Armenia to insure or not to
insure the crop, and most importantly, how to insure it. Recent cases have shown that insurance has
enabled farmers to ensure the continuity of production despite the losses incurred.
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Introduction. New quality agricultural productivity plays an important role in high-
quality agricultural transformation. As the main tool for risk management in the sector,
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agricultural insurance and its transfer mechanisms are becoming increasingly important. The
lack of agricultural insurance in the Republic of Armenia caused a collapse situation,
especially in those areas where hail caused great damage to agriculture. The main goal of the
article is to identify the importance of the pilot agricultural insurance of the Republic of
Armenia, its main mechanisms. As a result of the analysis, it is necessary to identify the
advantages of the current model, which is used in the field of agricultural insurance, to
identify the main reasons that hinder farmers' involvement in the agricultural insurance
program.

Literature review. Agricultural insurance, through risk distribution and income
stabilization, can mitigate the consequences of natural disasters and market instability, reduce
the expected losses associated with the introduction of technologies and investments, and
thus support new quality productivity. The literature shows that insurance optimizes factor
allocation, stabilizes production expectations, and promotes technological progress.

In agriculture, alleviating factor constraints, increasing production efficiency, and
accelerating agricultural and rural modernization depend on the development of new quality
productivity.

Insurance can increase efficiency by promoting firm entry, improving labor
allocation, and promoting technological innovation, but limited coverage or misallocation of
resources can reduce these benefits.

As a key risk management tool, insurance can guide producers toward green practices
such as water-saving irrigation, risk transfer incentives, and farmers’ risk attitudes are likely
to play a key role in this process.

The global crop insurance market size was valued at USD 48.01 billion in 2025 and
is projected to grow from USD 50.14 billion in 2026 to USD 76.98 billion by 2034,
registering a CAGR of 5.50% during the forecast period. North America dominated the
global market, accounting for 41.60% in 2025.

Climate change and increasing weather variability are increasing the demand for
comprehensive crop protection in North America, Europe, and the Asia-Pacific region, where
farmers face high risks of hail, drought, floods, and temperature extremes.

Technological advancements such as remote sensing, satellite imagery, and artificial
intelligence-based risk assessment are expected to improve insurance accuracy and claims
management. In addition, the use of innovative technologies is revolutionizing insurance
accuracy and reducing settlement times in regions such as India, Brazil, and Australia.

In 2024, China's agricultural sector accounted for about 6.8 percent of the country's
total gross domestic product (GDP), estimated at about 134.91 trillion yuan (about 18.6
trillion US dollars) at current prices.

Despite its relatively small share in GDP, agriculture remains a crucial part of China's
economic and social fabric, especially in terms of food security, rural employment, and
poverty reduction. China's national food security agenda is deeply linked to rural stability
and agricultural productivity. Agricultural insurance in China operates under a state-
supported, market-driven model, with the government subsidizing and regulating the sector
and private insurance companies providing its operational implementation. The system
covers a wide range of protection, from crop yields and incomes to livestock, natural
disasters, and price fluctuations.
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Several key government agencies are involved in this ecosystem. The Ministry of
Finance provides central subsidies, the Ministry of Agriculture defines risk zones and
coordinates pilot programs, and the National Financial Regulatory Authority oversees the
activities of insurers, approves products, and sets pricing and reserve standards.

Regional and local governments co-finance premium subsidies, select insurers
through a competitive process, organize farmer registration, conduct awareness campaigns,
and monitor data reporting, ensuring the effectiveness of the system at the community level.

Research methodology. When conducting the research, we used the system analysis
method, through which the role of agricultural insurance in ensuring economic stability was
assessed. Official statistical sources, data published by the National Agricultural Statistics
Service, and official information provided by the Ministry of Economy were used to collect
data.

Analysis and results. In the agricultural sector, especially the climatic consequences
in recent months have been quite negative in the Republic of Armenia. Regions where risk
mitigation mechanisms were lacking suffered more losses. Farmers who participated in
insurance received compensations stipulated by the contract, both in the case of early spring
frosts and hail. Agricultural insurance in the Republic of Armenia has already yielded
significant results. Since we do not yet have reinsurance companies, state support is once
again becoming even more important.

14000
12000 11662 10923
1019
10000 9528
8000
6444
5832
6000 5091
4279
4000
2364
2000 1546
. 27 247 32 20
O —
2020 2021 2022 2023 2024 2025 2026*

® Signed contract: Quantity, pcs. H [nsured area, ha

Fig. 1. The number of contracts signed during the implementation of the pilot agricultural
insurance of RA (items) and the insured areas (ha) 2020-2026*

The pilot program in the agricultural sector of the Republic of Armenia encountered
numerous obstacles, starting from the very beginning of the program’s implementation. At
the initial stage, 1,546 contracts were signed and 2,364 ha of land were insured, which
signaled the beginning of the program’s testing. In the following years, active growth and
incomparably high interest among farmers are observed. In particular, in 2023, the indicators
already amounted to 10,192 contracts (a 559% increase compared to 2020) and 11,662 ha.
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This indicates an increase in confidence among farmers in the program, improvement of
insurance mechanisms and expansion of state support. In 2024-2025, a sharp decline was
recorded: in 2024, only 27 contracts (247 ha) were signed, and in 2025, 32 contracts (20 ha).
This significant decrease was due to the inconsistent steps taken by reinsurers to exit the
market, as well as the weakening of state control, which was manifested in the exclusion of
the products with the largest weight in the program, apricots and grapes. The restoration steps
of the agricultural insurance pilot program have already begun since 2025. In 2025, the state
was forced to subsidize 70-80% of payments, and in 2026, subsidies were reduced (for
apricots - 40%, for other crops - 60%), with 200 million drams allocated for this purpose.
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Fig. 2. Number of compensations (units) and compensation amounts (million drams) during
the implementation of the pilot agricultural insurance of the Republic of Armenia
in 2020-2025.1

In 2020-2023, a sharp increase in the number and amount of compensations was
recorded. In 2020, 300 compensations (151 million drams) were recorded, and in 2023,
already 3,864 compensations (2,700 million drams), which means a 12.8-fold increase in
quantity and 17.9-fold in monetary terms. This growth is directly due to the increase in the
number of contracts signed and insured areas during the same period, as well as in 2021-
2023. adverse weather conditions, which led to large-scale losses. It is noteworthy that in
2023 the amount of compensation (2.7 billion drams) significantly exceeded the insurance
premiums paid by farmers, revealing the high level of unprofitability of the insurance system.

No compensations were registered in 2024 (0), and in 2025 only 4 compensations
(0.8 million drams). This decline does not mean the absence of losses, but reflects the
unstable state of the insurance system, the main reasons for which, as already mentioned,
were the exclusion of reinsurers and basic products from the program, as a result of which

1 In response to the Ministry of Economy's letters of June 20, 2025 No. 09.7.12/14044-2025 and June 25,
2026 No. 09.7.12/16118-2026 and the official published indicators of the National Statistics Agency
https://aina.am/
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new contracts were not concluded. In fact, the indicators for 2024-2025 show that without
state support and reliable reinsurance structures, agricultural insurance becomes
economically unfeasible. The 2026 activity, the already signed 9528 contract, is only possible
thanks to a 70-80% state subsidy, but without reinsurance, long-term sustainability remains
questionable.

Table 1 - Amount of gross insurance premiums for agricultural insurance in the
Republic of Armenia in 2020-2025, million drams

An absolute
lus Growth Growth 1% growth
P rateTp, , rate Ty, % rate A|%|
Date Volume, AYiji—e
tons

base chain base chain base chain base
2020 130.4 0.0 100.0 0.0
2021 474.6 344.2 344.2 364.0 364.0 264.0 264.0 1.3
2022 866.3 735.9 391.7 664.3 0.0 564.3 0.0 4.7
2023 1877.9 17475 1011.6 | 1440.1 216.8 1340.1 116.8 8.7
2024 22.0 -108.4 1855.9 16.9 1.2 -83.1 -98.8 18.8
2025 1.867 -128.5 -20.1 1.4 8.5 -98.6 -91.5 0.2

In 2020-2023, gross insurance premiums recorded an exceptional growth, reaching
1,877.9 million drams from 130.4 million drams, which means a 14.4-fold increase, with the
largest increase recorded in 2023, by 1,011.6 million drams (116.8%), which was due to a
sharp increase in insured territories and contracts, but in 2024 there was a decline with a
chain decrease of 98.8% (reaching 22.0 million drams), and in 2025 the situation worsened
even more, with insurance premiums amounting to only 1,867 million drams. These sharp
fluctuations indicate that the effectiveness of the insurance system is largely determined by
reinsurance reliability and state support.

Conclusion. The pilot program of agricultural insurance of the Republic of Armenia,
although formally voluntary, is essentially becoming a vital necessity in the conditions of
high level of risks in the agricultural sector. The indicators for 2020-2023 indicate a growing
interest in the program, but in 2023, the compensations of 2.7 billion drams against the
collected payments of 1.8 billion drams revealed the fundamental problem of the system -
financial imbalance, as a result of which the reinsurance company left the market.

The sharp decline recorded in 2024-2025 (27 contracts in 2024, 32 contracts in 2025)
shows that without state support and reinsurance structures, the program loses its viability.
In 2025, the state was forced to subsidize 70-80% of payments, which proves that insurance
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Is inaccessible to the majority of farmers in market conditions, but without it they remain
unprotected from natural disasters.

Pilot insurance schemes in the agricultural sector of the Republic of Armenia need to

be reformed. It is recommended to:

o>

10.

11.

— introduce new damage assessment criteria and a qualification system for
experts in the field,

— create statistical infrastructures for a more accurate assessment of risks,

— involve new reinsurers/reinsurers,

— exchange experience with leading developed countries in the sector,

— introduce innovative risk reduction methods, including the installation of
anti-hail stations, the use of protective nets, sensor monitoring systems for
soil and air humidity, as well as expand the network of local weather stations
to increase the accuracy of climate forecasts.

References

Agricultural Insurance Market: https://dataintelo.com/report/global-agricultural-insurance-
market

Crop Insurance Market Size, Share & Industry Analysis, By Coverage Type (Multi-Peril
Crop Insurance (MPCI), Crop Hail Insurance, and Others), By Distribution Channel (Private
Insurance  Providers, Public/Government Insurance Providers, Broker Agents,
Bancassurance, and Online Platforms), and Regional Forecast, 2026-2034 Source:
https://www.fortunebusinessinsights.com/crop-insurance-market-
113633https://mwww.fortunebusinessinsights.com/crop-insurance-market-113633

D. Hou, X. Wang, Inhibition or promotion?-the effect of agricultural insurance on
agricultural green development

Frontiers in Public Health, 10 (2022), Article 910534

M. Norton, G.J. van Sprundel, C.G. Turvey, M.P. Meuwissen Applying weather index
insurance to agricultural pest and disease risks International Journal of Pest Management, 62
(3) (2016), pp. 195-204

N. Urruty, T. Deveaud, H. Guyomard, J. Boiffin, Impacts of agricultural land use changes on
pesticide use in French agriculture European Journal of Agronomy, 80 (2016), pp. 113-123
Q. Huang, W. Guo, Y. Wang, A study of the impact of new quality productive forces on
agricultural modernization: Empirical evidence from China, Agriculture, 14 (11) (2024), p.
1935

S. Gunnsteinsson, Experimental identification of asymmetric information: Evidence on crop
insurance in the Philippines, Journal of Development Economics, 144 (2020), Article 102414
S. Gunnsteinsson, Experimental identification of asymmetric information: Evidence on crop
insurance in the Philippines Journal of Development Economics, 144 (2020), Article 102414
How China built one of the world’s largest agricultural insurance systems:
https://irff.undp.org/blog/how-china-built-one-worlds-largest-agricultural-insurance-
systems

https://aina.am/

31



Ikonomuueckuii eecmuux UIY PAH, 2026, Ne3
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