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Discussion on the Issue of '' Average Compensation'' for Smallholder
Farmers with Group-Insured Agricultural Insurance

Tuo Guozhu

(School of Finance, Capital University of Economics and Business)

Abstract: The central government has put forward the requirement of "precision underwriting and claim

settlement". However, in practice, it is difficult to realize "household-specific loss assessment and claim settlement"

for smallholder farmers with group-insured agricultural insurance, due to both technical problems and operational

challenges. Drawing on the relevant agricultural insurance practices of the United States, Canada, and Japan,

and adhering to the principle of seeking truth from facts, large-scale farmers should be provided with individual

underwriting, separate policy issuance, as well as household-specific loss assessment and claim settlement. For

smallholder farmers with group insurance, it is not necessary to mandate "household-specific loss assessment and

claim settlement"; instead, average compensation can be implemented based on sampled loss assessment. Under

the current circumstances, average compensation is a practical "second-best" strategy, and a gradual transition to

comprehensive precision claim settlement will be achieved when agricultural scale operation becomes mainstream.

Keywords: Average Compensation; Precision Underwriting and Claim Settlement; Group Insurance; Large-

Scale Farmers
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