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Game Analysis on the Moral Hazard of the Farmers in
the Policy-oriented Agricultural Insurance

ZHANG Fang-jie, LIU Kai-kai, BAI Shi-lin
(School of Economics »Shandong University » Jinan 250100, China)

Abstract : Under conditions of asymmetric information, the presence of the insured farmers’ moral hazard seri-
ously affects the healthy operation of the policy-oriented agricultural insurance. Insured farmers moral hazard con-
sists of ex ante moral hazard and ex post moral hazard,the prior existence of moral hazard leads to that the risks of
agricultural production can not be completely dispersed,insurance companies bear only part of the risks of agricul-
tural production,farmers must be self bear the other part of the loss;ex post moral hazard makes it possible that
the insured farmers who suffered low loss claims high compensation, but there is no optimal lying probability, while
the insurance company only audit those farmers reporting high loss on a certain probability; by constructing mathe-
matical models,the optimal premiums and compensation levels in insurance contract are solved and designed. On
this basis, the recommendations are proposed.
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