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Can Agricultural Insurance Promote Agricultural Economic Growth?

SHAO Quanquan' GUQO Mengying®
(1. Nankai University, Tianjin,China;2. Ping An Property &
Casualty Insurance Company of China,Ltd. ,Shenzhen,China)

Abstract: As agricultural production is normally exposed to risk, it is crucial if agricultural insurance manages
risk in agriculture. Based on the neoclassical model of economic growth, this paper builds a theoretical model by intro-
ducing random shocks to the benchmark risk probability of agricultural insurance. Solving Bellman equations by value
function iteration, this paper then carries out stochastic simulations to study how the structure of agricultural insur-
ance premium influences agricultural economic growth. Results show that the basic model with agricultural insurance
added is better than the model with only agricultural risk. The benchmark risk probability of agricultural insurance,
loss level, and the increase of market power raise premiums but are not conducive to agricultural growth; lower de-
ductible rate or the higher security level raises premiums and promotes agricultural growth. The overall impact of agri-
cultural insurance premiums on agricultural economic growth thus depends on the relative magnitude of the effects of
these aforementioned variables. Using the provincial panel data from 2010 to 2016, our empirical analysis finds that,
on the whole, increasing agricultural insurance premiums in the previous year and agricultural insurance compensation
in the current year can promote agricultural economic growth. Regressions by subsample indicate that, for the sample
with agricultural insurance premium higher than compensation, increasing agricultural insurance premiums in the pre-
vious year and agricultural insurance compensation in the current year is conducive to agricultural economic growth,

Keywords: Agricultural Insurance; Agricultural Economic Growth; Security Level of Agricultural Insurance
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