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ABSTRACT

Rural insurance is a compensation system established in the ru-
ral areas aiming at making compensation for losses or damages of the
insured subjects caused by natural disasters and accidents. There are
two categories of rural insurance: agricultural insurance and personal
insurance of the peasants. This thesis aims to study, from the insti-
tutional perspective, the institutional innovations of agricultural in-
surance that adapt to the Chinese environment, as well as the insti-
tutional layout formulated by the Chinese government to support a-
gricultural insurance.

In addition to the common rules and features of China’ s insur-
ance industry in the market economy, rural insurance is also featured
by some specific characteristics. Presently, China’ s agricultural in-
surance and peasants’ life insurance are yet to meet the demands of
the national and rural economy in terms of legal framework govern-
ment regulation, insurance operators, operation modes as well as fi-
nancial support, and tax preferential treatments.

The outstanding problems in the current rural insurance indus-
try includes: shortage of suppliers, great imbalance in the urban and
rural insurance structures, lack of necessary laws and regulations

and insufficient study on how to establish the rural insurance sys-
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tem. Consequently, the present rural and agricultural insurance sys-
tem cannot fully perform its compensation function. Nowadays,
China has set up a basic framework of the socialist market economy,
but it is yet to find a way to boost its agricultural insurance, to
make breakthroughs in institutional innovation and to slip the lease
of the old theoretical framework that was developed under the tradi-
tional planned economy .

Analysis of the development of agricultural insurance in western
countries shows that the government plays a vital role in agricultural
insurance policy making, including target setting and administrative
device defining, and in the application of related policies. Studies on
agricultural insurance, therefore, should focus on the status and role
of the government, in addition to such issues as operators and opera-
tion modes. The ultimate cause of China’ s recession in the agricul-
tural insurance industry after 18 years operation is that the govern-
ment has not put its role into full play in terms of fostering the de-
velopment of agricultural insurance using fiscal policies and financial
measures.

Agricultural insurance, in addition to those basic characteristics
of commercial insurance, is also marked with some other features,
such as the duality of insurance, financial subsidies, state interven-
tion, monopolistic operation and exchanges at uwzqual values. These
have distinguished agricultural insurance from commercial insurance
and constituted a basis as well as a starting point for our researches.

The theoretical framework of the agricultural insurance of other
countries abroad is based upon the theories of state intervention and
macro regulation by the government. [t stresses the use of econom-

ic, administrative and legal measures such as fiscal and financial poli-
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cies, which combined with the market and price mechanisms, shall
enable the government to support the operation of agricultural insur-
ance, and in the meantime, to restrict competition in the industry
by enhancing the administrative function of the government so as to
make sure that the interests of agriculture and peasants are duly se-
cured.

In China, on the other hand, studies on agricultural insurance
used to focus excessively on the subjects and modes of operation,
such as the case study on independent insurance, co — insurance,
shared insurance, agency insurance and fostered insurance. The lim-
itation in researches has caused China to lag behind western coun-
tries in its agricultural insurance theories.

After an analysis of the advantages and disadvantages of the
western finance — subsidized mode and the Chinese independent
mode, the following arguments are raised in the thesis, which are
all based upon the status of the rural productive forces and the pre-
sent situation of the natural or semi — natural economy in the rural
areas: 1. Finance — fostered agricultural insurance is the inevitable
choice for China to boost its agricultural insurance, Finance — fos-
tered agricultural insurance is, in essence, a mode that is fostered
primarily by financial policies with the support funds through various
sources. It employs such devices as fiscal policies, taxation, financial
measures and reinsurance as well as some other technical support to
develop the agricultural insurance. 2. Mutualization, as an ad-
vanced form of cooperation, can be introduced into and adopted by
China. A mutualized insurance company not only can embody the
principle of the cooperative system but also is a high level organiza-

tional form of the cooperative system which is more adaptable to the
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actual status of productive forces in China’ s rural areas. 3. It is
necessary to establish a reinsurance mechanism. In the past, China
had never given the security of reinsurance in its operation of the in-
surance business in the rural areas. In most foreign countries the
shift of risk in agricultural insurance mainly relies on reinsurance
which has became an international practice. Reinsurance has also be-
come a powerful instrument for the government to administer the a-
gricultural insurance and an important indication of state interven-
tion.

In the course of operation of insurance in the rural areas, apart
from the institutional and structural innovations of the operational
subjects and the increase the subject of supply and raising the func-
tions of the supplies, the establishment of the rural insurance agent
service shall also speed up the development of agricultural insurance.
The insurance agent service shall play an important role to perfect
the main structures of the insurance market, to link up the demand
and supply of insurance, to increase insurance supplies and to facili-

tate the development of the entire insurance industry.
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