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Does the Full-cost Insurance Pilot Program Increase Food Production?
Zhang Jinhua Xu Wen

Abstract: Policy—based agricultural insurance is an important risk management tool for crop production, which
is theoretically helpful to improve farmers” enthusiasm for crop planting. This paper constructs a theoretical analytical
framework for the incentive effect of agricultural insurance on food production in terms of unit output and cultivation
scale, taking into account factors such as the level of compensation and endowment of arable land. Based on this, we
utilize the implementation of the full-cost insurance pilot program as a natural experiment, and adopt the county—level
panel data of major grain—producing areas from 2011 to 2022 to test the incentive effect of the pilot program on food
production. The results show that the pilot program significantly increases grain output. The mechanism analysis
shows that the pilot program achieves yield increase by encouraging the expansion of the sown area of grain crops. Het-
erogeneity analysis shows that when the pilot areas are categorized by the level of agricultural risk, the pilot program
has a significant effect on food production only in areas with low level of agricultural risk, and this effect is achieved
through an increase in food yields. The pilot program does not provide a significant incentive for grain output in areas
with high level of agricultural risk, mainly because the sown area has increased significantly, with a significantly
decreased yield per unit area. The conclusion of this paper provides empirical evidence for the strategic significance
of full-cost insurance in ensuring China’s food security, and policy implications for further refining the system design
of this insurance.

Key words :food security; policy—based agricultural insurance; full-cost insurance; incentive effect
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