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Thls study is an analysis of Chida s graln trade.‘

T

e

It examfnes

’each aspect of Chlna s agrloultural marketlng, and trade svstems to.

runderstand'why and'how thiS»trade has taken plaCe.

\

It concludes‘that.

hthere is not enough 1nformat10n,;o develop complete trade models, but

- consistent estimates of China’s grain imports in the near'future can

S . W ‘ S L -
~tionh has .risen rapidly in recent .ygars; it cannot keep ahead of popula-

run, are due to lagging grain production in' China.

s

tion growth,

"be determined from grain supply agreements.

fand-islstill‘affected'by frequent disasters.

Grain imports,.

A stable -

government, a large surplus in invisibles trades, a deterhination to

'-consumptlon controls, are all contrlbutlng to Chlna s record graln

“‘ET:;- .

hbuildvgrain reserves, a’growing,animal husbandry industry,fand rélaxed

A

o

' imports. The graln stocks themselves, the deg@rmlnatlon to balance
' ) . ha

G

1mports with exports,lthe 1mproved aorlcultural technology, and hlgh

’,-world graln prlces couﬁd all be reasons for Chlna to cut back on .

~"choice of.grainjsuppliersf:

'imports'in thesfuture.

w .

impOrt wheat-at lower_prides;

: ly in. post—Mao years due to 1ncreased domestlc consumptlon and the slow

Polltlcal factors play a maJor role in Ch1na sv

Q

China‘expOrts rice:at'a highlprice te

However; rice"exports haye fallen rapid%

lgrowth in rice productlon as emph331s has been glven to a balanced and

nmore diVersified agriculture.7 :

il

v

te
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, 1 PREFACE AND ACKNOWLEDGMENTS S ,
;}‘ P . . : N L . .
ST iX : TR ‘ o - <o S
“i”§ ol @hrrﬁ}trade is a fasc1nat1ng, yet curious, subject. It can mean
YL (S B .

iy
* ~

“things to dlfferent people. To governments it can be a

form of diplomatic exchange.’ To farmers and those involved in the grain \
' S ' ., S S ‘
industry it provides a livelihood.  To analysts it can be the subject of .
involved econometric models. To instructors it can ‘illustréte the com-

parative advantage of economic trade; theory.® To many, however, grain-

trade can be summarized in-a few short tables without need for lengthy

.discussion}‘AWith q; without‘its studyf trade-movements continue;to‘
occur. ‘ | S
‘What topics,grain trade.{s”éxtended to include’depend on the
B purpose of- the study fhe most immediatepuseﬁof thisfpaper'is to:pro—

- . mote” Canadian graln sales. While China is one of Canada’s largest

-~ T ' N . . A

graln markets,’relatlvely llttle is known about . thi demand and supply

of graln in China. Whlle endeavoy&ng to brldge thls 1nformat16n gap,
4

)

market development has not been the major purpose of thlS research
This: study has, 1nstead been motlvated by a personal respect for the

'Chlnese people, and is de51gned to promote an understandlng of Chlna by

- o B g8 e
all Canadlans 1nterested in graln trade ' i h - . : .

A the51s, 1n a more. customary sense, 1mp11es the testlng of an .
’hypothe51s or an experlmentatlon procedure de31gned to answer some

ex1st1ng problem. No hypothe81s has been tested for the ma1n body of

. P Xk
‘thls.the51s;v The problem whlch has ex1sted in the study of Chinese

graln trade has’ been the absence of adequate materlal collected 1n one )
‘e . ) «;yt
body for a comprehen51ve understandlng of trade issues.' The quest10n~

most‘often-asked, however, is how this trade w1ll develop in the future.

o | .. 5 e C ' v | ' v , <' . ,'.‘ R A AR s e o :
. L ‘ o POOR COPY S s
e R . COPIE DE. QUALITEE "INFERIEURE = ‘
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‘ The body of this thesis represents, therefore, a collection of informa-
“tion viewed as pertinent to Chinpgese grain trade, and. at least two means
" for viewing China's grain trade fnto the future.

The task of predicting China's grain Eradehcan be approached in
' ‘various ways. .The egsiest, apd to all appearances more reliable, method "

.‘has. been simply to use the negotiated agreements for long term imports.

~ This method,'hbwever,tdoeé not carry the‘satisfaction~pf ekplaining why

L o
‘é%is trade has OCCu??Qﬁ%
Qo o ' ’“»ﬁr . "

holds some, if not most of these answers %ﬂ@%;a
: bl : L™

111 be expanded"
upon by nsing the second appfdach of trade mode&ling.' ﬁ\\\

Econometrlc trade modelllng 1nvolves ‘the use of quantlflabre datarn

- and regre331on analys1s to predlct trade as a functlon of the factore

,éOSt affeeting,it. 'In‘thepineeptlon of thls thesis it was not knomn~l / B
_whether;enoughAreldehle data existed for China in order to formulate o
ttrade models. It waspalsq‘questioned, even w1th proper data whether
' trendipredictions‘pfvtrede could be successful glven the many unpre—
dictable.politicay factbrs'mhieh'conldvinfluence this trade:;‘Ite1Sv
fortdnate that the?limited data availabie,do permit-the formulatiOn of
some basic trade models.’4Credit.and appreciatipnlare extended to:Mr.
'Frederlc M. Surls, of the U.s. Department of Agrlcnltnre, whose work 1n?\\\fl
modelllng has " glven a bas1s for the further analy51s of China' =3 graln
trade. | . B ’h o L S : L -
Whlle regress1on.analy31s cen help to explaln trade patterns of

the past, it 154of limited use for current trade predlctlons., Trade

k predlctlons are dependent on consistent trade p011c1es over short.run
5 . ’

I3

perlods of at least'31x or seven years. Whlle thls was the case for B

‘the period of 1966 to 1975, China'svgrein import policles have shifted

‘dramatically in post—MaO'years;‘ If»new_patterns"do exist .these eannot'
T Lk | SRR S, : ,

s

S ' h i . »
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vidirg missing information is anxiously anticipated.

be verified as yet through modelling. Moreouer, the lagged nature of '
these models renders\then of more historical than practical use,

Ordinarily an econonic study in the field of international trade
will include a discussion of international trade theory. This has been
omitted from the text for the«reason"that trade theory sheds 1ittle
further light into éhina's‘trade patterns (see_Appendix Cne).

The weightier portion of this study has been:qualitative in
naturexrather.than quantitative or theoretical, Subject matter has‘been
grouoed into‘chapters on land poiicy,‘grain produetion,‘marketing,.and -

grain trade itself. China's background and history before the People S

Republlc have been included when shedding l1ght on present policy and_

‘trade patterns, »When avallable, economic data have been used to illus—

. 1]
trate these subjects.

Ideally, E;'wbuld be best to learn about China while in China.
Fortunately, how ver, ektensive materials have been written on China in

Engliéh. The lack of obJective comments on China's trade and agrlcul-

ture by China s own spec1alists is a deficiency to be regretted  With

* o '\\

,the development ‘of China's statistical syStem and the improvement of

scientific research, the contribution of China's own scholars in pro-

u\ .

A deep appreciation'and respect”is expressed»to Dr. J.R. Richter

for his encouragement in. continuing this study through the extended

' perlod of its‘preparation, My wife and children have been guiding

lights to brighten therburden of this work, No great achievement can

‘be made without sacrifice, and the greater sacrifice of my wife during

this time is fully acknowiedged. ,Further gratitude is extended to Dr.

W. E Phlllps, Reg Norby, the Rural Economy staff, and the many profes—

sors who have taught, assisted, and encouraged me in the course of thlS
vii e
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project. Mrs. Peggy Craner has provided a most timely assistance in .

the typing of the finalrthesis draft.
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INTRODUCTION.

i

'The‘analysiS'ofrChina's grain‘trade is divided into two“secrlonaf__;

The background'andvthe first fourfchapgers‘are\gualitative'and do‘not‘;

require the reader to'be familiar>with,economic‘theor?, econometrics, Loy
_ statlstlcs agriculture graln marketlng, or international finance; even
N thou&h each of these-areas.of speclallzatlon has been examlned whlle

-

!researching the*study.- Chapter flve deals* solely w1th statlsrlcq relatlng

to,grain production“and.trade,uwhile'chapter Six delves into economet-°,
S e T I e
v mode&llng "", DT ;ﬂ' B yr'i R P

. . 6
‘ erhaps tne hmst ueeful tool for learnlng about Chlna 1s ‘an’
; - i : ) ° L.
‘underStanding;of the,Chinese'languagei rThis‘can help,to'plarify,che'f
S o g . e
o varlous geogrgphlc locatlons whlch can otherw1se be confused when u91ng
. o e.r, . : : : . : ST

’ o dlfferent systems of romanlzatlon (see Appendlx Two Table A 1 and y'cfif o
"°'."' : : : G AT TR MR
B note one of the background) ‘ Thé background to Chlnese agrlculture 13/’

1ncluded to help famlllarlze the reader w1th the geography cllmate R N

and agrlcultural reglons of Chlna '“=i ‘ ~‘i-vhhi”ﬂj_‘.iy :_v Y'gfq;b
Tne background draws malnly on‘materlale wrltten prlor to P955
The most thorough orlglnal study-of Chlnese ﬁgriculture (to the know—‘

s

ledge of the author) was carrled out by John Losslng Buck 1n the 1nter—;
twar period. The detalls oﬁ geography and cllmate have been supplemented

wlth newer data ‘as. avarlable The graln reglons de51gnated by‘Bud“ are o

K

D L X : L S : . P

Stlll used by every commentary on Chlnese agrlculture,vand more recent

R
._‘,.

i data on the percentages of crop area 1n each reglon have not been'

released by the Chlnese government The 1nclu51on of Buck S data .on:
A T . : . 9 DA o _
~grainlregronsﬁfollOWedyby_post—wgrl'changes in chapter two allows thE’

SN R . ,i\" ~
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) reader to compare these periods whlle‘providing a reminder'that.our~

knowledge of China S, agrlculture is’ by no.meanskcomplete

- fhe’chapter‘on land pollcy.serves a dual purpose It helps to'
Gnderstand character;sticS.of1theAChtnese:peopledas evidencedhhy their
| history;;assnell as;introduglng the communal strUCture which is the :

’basls_for.agriculture todayztrThe’centraﬁftheme of chapter'two.is how"
”Wellv;é@?ghlnaubégeXpected td?lookhafte%.heriownhneeds ln'the‘future;
j Thisfentails?an.enamination:of‘thehdnnuts,to}agriculture;dwhat China,
. has trred 1n the post—war perlod ‘and what can5yet‘he?dohe;'zGralnnmar;d“

g» ketlng is concerned w1th Chlna s use of graln arter the harvest 7This R wi

1ncludes banklng, transportatlon, and storage, as well as pr1c1ng

‘l s

R _°fgnglicies andvmarket structure; Chapter four dlscusses Chlna s trade 1n'

R - 5 B o - § @
. ’ - sl - Lo . .

Tﬁgeneral fOllOWed by detallv of ?raln trade and 1ts determlnants.::

ST The quantltatlve analy51s in chapter 31x attempts to preclct

v

Chlna s graln trade for one year ahead us1ng factors known 1n the pre—'

A E ) ; . L i - ‘

‘ v1ous year.' Mode's reported by FredEIICk M Snrls,»show1ng graln 1m—

ports to be a functlon of the lagged graln productlon and the lagged

S *;f,' hard currencv trade balance, axe repeated These models are modlfled_“"

T RIS o . - /
/au T S

_)y ‘the” InCluSIOn“Uf ‘the rlce/wheat prlce ratlo factor Avsimultaneous /@»

E Gl T : . v o R

- . eqnatlon ls attempted uslng the endogenous varlables of graln lmports/<” -
-fand rlce«exports;d Chapter f1Ve dlSCUSSeS the avallablllty and the

:% rellablllty of the graln productlon; populatlon and*;rade data réhulred

a v‘\" _v.«~..\ /

-'ﬁf't;:’ ' for the trade modelllng Data problems and shlftlng Chlnese 1mport pol— .

g : : R s

S

s B 7,
1c1es relegate trade mGdelllng to a. ba51c exerc1se in econometrlcs

'\J.) | »‘.—3 B i .
'but holdlgg 1O, promlse,,as yet for trade dlrectlons in the future

e’..
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Chapter SeVen is the sumnary éﬁd conclusions}‘

summary iS~not to repeat informatlon already 5ummari%ed 4in the preceding

chapters, but to: hlghllght those flndlngs most relevant to China S grgln

a

trade. Do - o

EN
B I
y H
e 0
. n .
E ) . 0. -~
.o S o
. \.\ N ‘ -
L ¥ : N

; Post—warfwlll mOSt often refsr’gajahiﬁa after 1949, while

. pre—war China is occasionally used to refer to the Natlonallst perlod
T of

rule prior to World War II

The' intent of this'

e e



- BACKGROUNT, TQ CHINESE,AGRIGULTURE;

‘AL ceograghx? T D R R

P
e

George Babcock Cressey descrlbes Chlna as an. oasis’ surrounded on sv-
the west by mountalns, on the north by.desert, -and on the east and south
‘ by the Pacific Ocean Early trade by land was 11m1ted éo luxury goods
"However the advent of lOW‘COSt shlpplng has given much ea31er access to‘

2 |

: ~fCh1na along its eastern coast SR

Most of Cnlna 1s“covered by mountalns and deserts .Only»ahout“

14/ of the land area 1s sultable for agrlculture compared to 23/ for thewv}f"

- Unlted States.-3 Most of thls arable land lles 1n the southeast part of

N
the country, w1th the- geographlcal dlstrlbutlon of the populatlon v

‘vreflectlng thlS., A d1agona1 llne drawn from the northeast -toy the south—‘

- ./a,v 3

'”“‘west of Chlna d1v1des the country 1nto two contrastlng reglons.‘ Before,‘

World War II the northwestern part had 64A,of Ch1na s total land area,

d'but only 44 of the populatlon, whlle the southeastern part h d only 364
of the land area, but supported 96A,of Chlna s populat10n.4}

: Wlth the land sloping from the mountalns in the west to the flood
”fplalns of the eastern coast, Ch1na s. rivers alsovflow from west to‘east

ES

,‘The Yellow River 1n northern China flows through sectlons ‘f severely <

!

heroded hllls,,the remnants - of the anc1ent Chinese c1v1llzat10n.ﬁ The ”.1?

'yellow 511t rt*carrles has caused frequent’floodlng” while bulldlng the -
.fplalns at}its nouthi 5‘> b” f(_ ‘-9.'
| 'The YangtzefisichlnaYsllongestlriéertandbthe mést;impqré;ntf;"
'fxnaterwaylintofcentral'China,,,lt connectslthébrlchiagriCultural'region B

,"
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-_populous southern prov1nce of Canton (Kwang Tung) ta_ the port of Hong

_to here and later.

"E} Climate'

' — /J o . .' : 6
. , . - _
/

of Szethuan in central China with the coastal port of Shanghai. Areas

"south of and 1nclud1ng the Yangtze River contain only a th1rd of Chlna s

cultivated area, but almost 807 of the country s surface water. The

Yangtze alone accounts for,AOZ,of China's river water flow, compared to

2% for the Yellow Rlver The Pearl (Si Jiang) Riyer flows through the

. _ . b
Kong, and accounts'forVZOZ.of the surface water flow.5 o

o

.Canals/ are interlaced with natural.rivers and streams in southern

' China to provide a:ready system ofwtransportation for goods. -In morthern

China  the Grand Canal, a remnant of past dynasties;‘has been recomnstructed

for watéﬁ transportation in a'north~south‘direction. It connects the

AYangtze Rlver W1th the Yellow Rrver near. the centre of government in

" Peking (Beijing) Tient51n is' a major port city lylng at the northern tlp

of the Grand Canal. o

!

Flgureq%%%\outllnes some of Chlna s geographlc 1ocat10ns referred

N

LU

Chlna s cllmate is. characterlzed by monsoon w1nds. These'blow
e

",from the sea to the interlor,‘ln a northerfy dlrectlon 1n the summer, and'

12

, ‘from the 1nter10r to the sea in a southerly dlrectlon in the W1nter.j‘

1

Summers are very hot throughout the country, with an abundant ralnfall
' 4
cd?centrated mostly in the SOuth Northern Chlna s wnnters are extremely

”cold with" frequent droughts in the spr1ng.6

The Ts1n L1ng mountains runn1ng east’ and west in central China

protect Szechuan and the south from the strong, cold winds ‘of the w1nter‘

'monsoon.u They also prevent northern China from receiving,the full

N et ittt A e Gt A SR b 8 A R, A7 s S i At ot S SR g i 4 L Eh
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benefit of the_sdmmer rains. Northern\}alnfall is not only variable Q%th
a hlgh rate of evaporatidn, but comes sharpjahdbheaﬁy'further raising the
risk of floods. The calanitieS'ofddroughts,\floods,,insects; wind, hail,
~and frost are all more prevaleht in the horth‘than in the.south.

‘Occasional typhoon winds affect southern areas close to the coast.

C. Grain Regions | _ . T

he T51nIJJN7mounta1ns also divide Chlna into general agrlcultural

reglons Rlce is by far predomlnant in the south whlle wheat is the major
crop in the more diversified agrlculture of th% north Figure B—2,
illustfates the futther divisionfof China;Proper (south of the Great'wall)
<, into eight'agricdltnral feglons specified by John Lossing Buck. .Table
B-1 records for each reglon the percentage of’ cultlvated 1and.area sown
in various crops. ‘Manchuria, under Japanese control befote Wotld War 11,
does not have dataﬁsted | o
Wheat and barley are generally grown ‘as winter crops.ln Chlna.
Sprlng ‘wheat . is grown in the northern extremltles,'belng replaced by
- millet‘where'droughts aredfrequeht.' Where ralnfall is not dependable,‘
- kaoliang (sorghum) ls_gtown'dnstead of fice as ‘a summer.crop in northeast
China. ‘Cotn‘and'cotton are grown on the better soils~of‘northernvChina,'
while kaoliang can be grown ‘on poorer solls. 'éorn is grbwn in avbelt' |
froﬁ hoftheastoto soothwest Chlna, grow1ng favorablv in warm hlll and
.plateau.ateas.7 |

'Rice is wellvadapted to a hot m01st climate.’ It yields more pef

8 = ¢ . - Q o ‘
: acre than other gralns, and keeps well due to the thlckness of the husks

.Rlce 1s 1abor intensive requiring more man hours than any other fleld
b4 o

Crop Planted first in seed beds, it is later transplanted by hand and :

a
.-
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L7OVARIOTS CROPS TN PRE-WaL CHINZ :

A
%e “, “Region/Lrop oL,
Ph ManAnuria v
e oW L TP TovYernns .o
- AR o w“’\,_ ."-.Alt ~ . e e
B R I Sprin Wieat L.
s, . .0+ “Zorn .o
A Rice e
Winter Wheat-Millei . Wintey Vheat-¥aolinn,
Wheat oL, L0 L 3307  ¥heat ... ... 48T
riller L. P10 o Milletr L. L., 1907
OLN .. 1200 ¥aglizng . . . . 19,7
‘Xzoliang . . . . 11.6 Corn. v . « o . . 1007
. Zotton . .. .. 9.t Soyheans . L oo 174
4, MParley . . . . . 7.9 T DoztonNl. . . . . BLF
3ze Chuan Rice Van*tce‘?‘cp—"
o Rice .. . . .. 4102 Rice . . b
Wheat . . . .. . 18,6 Wheat .. =
. COTN . . . o TEL2 Parley . =
\ Tarley ... . . . 13.9 Totton . T
2apeseed . . . . 12.0 Soyteans , ). ©
Pield Deas e e . 1.8 wanesepo S
®road teans . . . 11.3 Yroad reans . . Lo 204
k Soybeans . . . . . .0 :_Rice- mea a |
Sweet quatoes. . 4;3 Rice . .. . . . 7207 -
Southwestern R;ce ' ' Wneat . . . . . o« 15.7
Rice . . . . . . £0.4: Rapeseed . . . . 12.8
“road Beans, . . . 1.9 S Rarley . . .. . 1107
COrNn -~ v v v . ... 13.6 Soybeans. . ... . T.1
“heat . .. + . . 40,5 Sweet Potatoes. . 6.9

Barley o . <« .
Rapeseed . . . .
Sovbeans . . .°

ART, CETWNLA S :
Rice +« « « .« « . 32,
Wheat « .« « % o s 29,

rop che ' : . Millet e e e ... 10,

TOTN  « e v . . . .8

Xagliang '« . . . 9

Sovbeans. . . . . 2.
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vJohu ossing Puck, Land *tvllzatlon in China.
The Un?ver51ty of Nanking, 1937) mab’e 3 p.2it.
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10
requires irrigation. Yields vary from region to region with the rain-
'fall, and the soil fertility. Double and triple cropping of rice are
common in southern China. | -

Sweet potatoes are also grown in southern China. They are high
a .

yielding and somewhat drought resistant;‘but do not keep well. CIrish
potatoes thrive in a cool climate and areuthe principal fgodfof farmer's
in the nofﬁh and west. ‘Soybeans are also Classedvas a grain in China,
gfowing well in Manchuria, and also as a summer crop in the Yangtie and‘
- Pearl River Valleys.

Post-war changes in cropping patterns are discussed in more de-

tail in Chapter Two.
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NOTES TO BACKGROUND

L Chinese names of places and people generally appear in thefr
familiar form. The pin~yin system of romanization has been introduced
by the People's Government, and will be used for names aund places un-
familiar to most readers. A table giving the pin-yin spelling of
familiar Chinese places and names 1s provided In Appendix Two, Table Al
for convenience where confusion may arise.

. , ' .

“ A useful description of China's land and people is given by

George Babcock Cressey in Land of the 500 Millio#.

International Wheat Council, '"The grhin‘Economy of China," in
Review of the World Wheat Situation 1976/77, p. 74.

4 T.H. Shen, Agricultural'Resources~Cf China, pp. 2-3.
‘ > Jan S. Prybyla, The éhinese'ﬁconomy: Problems and Policies,
p.. 31.
. 6 Further detaiis of China's weather patﬁerps are given by

B. Borgoyne Chapman, chapter IV in Land Utilization in China by John
Lossing Buck. : :

_7 T.H. Shen describes the production patterns and consumption
_uses of China's grains in Agricultural Resources of China, chaptexs19-
22 and 27. ’




" CHAPTER ONE
LAND OWNERSITTE AND RURAL STRUCTURE

I, INTRODUCTION

Perhaps the characteristic for which China s moat konown, and o
factor most significant in determining China o ohilstorv, is o her populas
tion. Up to about the [ifteenth century AJD., China's populat ion had
bedn timited to some degree by wars and famine. However the relative

! ! -
< peace of the Ming dynast 1368 to 1644) and the Ching (Qing) dynasty
£l o é “ - r

(1645 to 1912) brought an unprecedented population growth. The crowded
rural lands, as in the past, have once more brought o change in govern—
ment as a means of solving the crisis of land ownership. Some character-
: : P ] ’ P . p o 9 .
istics of China's traditional land policies are discussed briefly

followed by a more careful discussion of the present rural structure and

its inception.

»

II. TRADITIONAL LAND POLICIESl

Eighty percent of China's_population have earned their livelihood

by cultivating the soil.2 While aspects of China's historical agricul-

>

ture are very similar to European feudalism, it is misleading to describe

the Chinese farmers as peasants. Land in traditional China.had long been

Bl

freely bought and sold. Farmers were not bound to the land as were the

European serfs. Chinese dynasties have alternated between various forms

of public and private land ownership with the latter predominating after

.

221 B.C.



rIn China s feudal perlod (prior to. 221 B.C. ) a publlc fields': ‘
- N (,/ \ ‘ : | . s e
system worked well to cOlonlze Tew agrlcultural land A square section

m 1

- of. land was. d1v1ded into’ nine’parts s1milar to the Chinese character "#"

q Q .

“;(qing); Eight families would farm the border fields, owning that which

‘aﬂ

_:they<produced The center field containlng the farm bu1ld1ngs, was : S “‘”..:;F

EE‘J01ntly farmed w1th the produce paid as taxes to the feudal prlnces

' The central areas became the Chlnese v1llages of today

» The public fields sysrem worked well when Iand was suff1c1ent

- vand Variations of publlc ownershlp s1m11ar to this were latter attempted

. 9

"’When‘landﬁbeCame scarCevfhowever the equitable dlStrlbutlon of thls.'

,land became increa51ngly dxff:cult The Chin and Han dynasties of 221

f\ a .

B, C. to 220 A D found that more taxation revenue c0uld be collected @%?‘ag;f
S : : , P

”ch~=‘hu_under a prlvate land ownershlp system where the more eff1c1ent farmers L

’ were allowed to buy fields of thelr less efflcaent nelghbours U;;;;wi“”"wl'

e T

B

”f;_h . The accumulatlon of land brought\class distlnctions The wealth~ - hu:ffhf
‘ieziier land‘owners rented land to the tenant farmers wlth payment made in- |
-;kind A‘middle class owned and worked their land allotment while‘;;@c
".j‘those who had sold their land became tenant farmers or 1aborers Fathers

:-dlv1ded thelr land evenly‘among their sons, bringing‘smaller and smaller",Th

*plots.as the population grew | Those who eould not snpport their famlly

ui‘on their land allotment rented fields from the land owning class."l lvl;'fbbnn“ﬂl};ff
v Both the Han dynasty (206 B C. to 220 A D ) and the most recent
Ching dynasty (1645 to 1912 A D ) were characterized by light land |

“taxes, while rents rose to SOALor more of. a farmer s harvest 4 ’Thevl'

:‘abuse of land ownership also came frombthe government‘ltself.d Govern;
h%'f'mentloffic1als and military leadersvwere granted 1and as rewards for

:;their service The plight of the farmers became the dr1v1ng force

iEBehInd both the Taiping Rebellion of‘theemid—nineteenth century and the

Y
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- Communist Revolution of the modern era. . . -

-

_ITI.. THE CHANGE TO A COMMUNAL STRUCTURE

Je

3
o

" The suddenness of the“communist‘movement hasﬂswept'away,a private

land ownershlp system whlch had ex1sted for over two thousand vears.

Whlle forms and programs have changed the people themselves operate much o

accordlng to the patterns of thelr ancestors.\ Tradlthnal markets and

R

productlon"methods contnnue to reemerge and fix. w1th the new structure

<

The collect1v1zat10n movement 1s dlscussed here from ba31c land reforn to

the formatlon of teams, cooperatlves, and eventually communes

~ B o (Y

“fAr"Laéé“Réform;,,f ;;,~ZL‘?f"'l?* e

’ Whlle Dr. Sun Yat Sen had called for 'land to the tlller in the

3

"‘Q Natlonallst Revolutlon of l9ll Chlna was 1n a constant state of c1v1l

K

war and polltlcal turm01l untll the v1ctory of the &ommunlst forces in’

1949 The rent reductlon 1ncluded 1n the kuomlntang (Natlonallst Party)
. (7 - : ST L S
program was never 1mplemented under the1r control 1n China,,although e

earrled out in Talwan after WOrld War II 6> ,f__ ’:; e vd,fff’f',.V}

After Spllttlng w1th ‘the Kuom;ntang 1n 1927 the Communlsts
0

experlmented w1th land reform p011c1es in the var1ous ‘areas whlch they

-

. controlled The people 5 partic1patlon in these programs and’ln the

common re51stance of the Japanese helped to strengthen thelr support for

the People s L1beratlon Army When the agrar1an reform law was pro—'f
' clalmed 1n 1950 much of the country had already experlenced land reform

BEES

Chlna s rural populatlon\was categorlzed by the Communlsts 1nto

flve groups.‘ Landlords rented out ‘gome “of thelr land whlle employlng

laborers to work the remalnder. Rlch peasants worked thelr own land

v

“a LA



AN . ¥ y R /‘ . ol g
: : 3

g assemblles were formed throughout the rural areas lncludlng poor and‘nb

-5ipeasant assembl1es w1th1n the admlnlstratlve unlt known as a 'h51ang

o Do - ¢ & N

but'also.hiredfworkers. Middlefpeasants worked their own ldnd, neither

¢ L : - . JEE

"jemploylng others, nor- belng employed Poor peasants_had their-own land,

o .
o o, 0.

‘but supplemented their 1ncome by worklng for others as well. Landless'

°
2 ) i

4hlaborers could only h1re themselyes out for. a llvellhood An sstlmated

,:53/ ‘of. the land prlor to 1950 was held by the landlords and r1ch peas—
. . . \“
ants who formed about lOA pf the rural populatlon % S

Land reform was not Vlewed as an end in it self obut.was a neces-.

¢
.o

sary step prerequlslte to the 5001a112%t10n of: Chrna s agrlculture ’.lts,
purpose was’ not Just to equallze land holdlngs;.but ‘to. pOllth811V over—

t B v . v

. Y

T

i

'5ve11m1nate the landlord class., Mlddle peasants were generally allowed to'

i °
2

P retaln more land than the poor peasants,‘and partlclpated in land redls—:“=

Y

'_tributionwv Only part of the land of the rlch peasants was requ1s1t10ned

-0 ol
ﬂ.w1th remalnlng land and property left untouched

3

- : . I

Inltlally rents were redufed by 25/ and llmlted to 37 5/ of the
:vharyestcsf
) X

'.'refunded and unpald rents were cancelled. Peasant assoc1at10ns and

u

I

"T>m1ddle peasants, farm laborers,,artlsans, and organlzers sent by the’

v'Party.,D Each farmer was a551gned to one of the flvedclasses 1n order to
‘struggle agalnst the landlords. FollOW1ng th1s dlfferentlatlon the

'propertaes of the landlords were: exproprlated 'The conflscatlon of
‘~houses;ifurniture and personal possess1ons was characterlzed by mass
ltrlals and executlons. Land and property were redlstrlbuted by the k

- /

'h'and con51st1ng of several v1llages. The amount of land recelved depend—'“

'Tt?ed on the average size of land holdlngs in the h51ang B Partyuwprkers '

‘throw the landlord class. The general pollcy wés to rely on the poor : o

peasants,»unlte the mlddle peasants,.neutrallze the r1ch peasants, and R

Advance rent payments were. prohlblted prepald rents were.iul [



more urgent. .

.seasqn. Wlth government encouragement permanent teams were establlshed

o f,“ T R ..“ : 16

~and soldlers recelved land as" well as the poorer classes. The land
: o
transferred averaged about one-thlrd acre per person and about one draft
LoE U R ‘ . . .
animal per- hundred people.gdj

-~

The land reform achleved 1ts purposes of ellmlnatlng the landlord

class and unltlng the lowen and mlddle classes under party d1rectlon.i'
However the smaller size of 1and holdlngs only aggravated agrlcultural
prodﬁétiOn.f Without the‘upper(claSSess rural oredlt‘dlsappeared causing

productlon problems. The people.were‘still'poor,‘and more importantly;

were not truly equal 1n wealth vsome”prsesSed-more.animals andnbetter'

f)equigment or s1mp1y could make a. better 1ncome through 1ndustry and
R 'fx_/ 2 :

kS

‘7bétterfeducatlon., Poorer farmers after selllng or rentlng thelr land
ymbecame‘hired laborers again. Among the rlslng hlgher class, the major—'

©odty were rural cadres{v hlS threat of capltalnsm made collect1v1zatlon

i

B.. Mutural Aid Teams and ‘Cooperatives .

It was' a traditionalfpractise‘for3farmers,to help each other at
harvest and'planting times,ipooling‘reSOurcesato'compensate~for short-

ages of draught anlmals, 1mplements, and manpowera From thls ba51s"

'-mutual-ald teams were formed, and normally dlspersed after the busy

T

Land assets, and productlon were prlvately owned and controlled whlle‘
any dlsparlty in the poollng of property was compensated for in cash or. -

in: kind Teams also began to acqulre some tools, anlmals, or other

i property owned 1n common. . _j"

Whlle soclallzatlon was an ultlmate goal of the government it was

&

orlglnally planned to take place over many years Land reform and

7

o mutual a1d teams helped consolidate the power of ‘the government under a



'~Moreover excessive food)consumption helped“bring on a grain'crisis in_

i

e 17

a

' ba31c system of prlvate ownershlp However only 40/ of the households c o

had organlzed into teams’ by 1953 104 ‘‘‘‘‘ o

r the property they had ontrlbuted to the team allowed some to get
‘Ea

R Y
r1ch at the expense of others. Thls early return to, tlasses and capltal—'

ism necess1tated an earller change to soc1allsm than had been planned S

1853 which led to the introduction of compulsory grain sales .to the-
R ’ S S . o o
state.  -Such sdles were easier -to administer through cooperatives.

' The formation of ccoperatives was much more sudden than were the .

e

mutual aid teams. From essential rionexistance infl953,'about 88% of the -

e

(;households were oréanized into.hlgher'cooperatiyesfby'19564

reserwe and’welfare.funds. About 30 to 604 of\the crop was pald as

11

Farmers joined lower coOperatiVes by contributing their share to SRR

\

< a fund_which_became'commOn property Land, animals; and,toolstere'

S

_still ownedhprivately;’but were put under a un1f1ed control The'aggre¥_"'[; ) d.f.

— . B b °

gate productlonfpaid first for taxes, then graln was set 351de for.’w

; d1v1dends on the pooled land ,animals;‘and tools,‘whlle the remalnder.._

'H:fwas dlstrlbuted accordlng to labor performed 12

J01n1ng the hlgher cooperatlves meant that land and maJor means

" of productlon were transferred to collectlve ownershlp.‘,Small prlvate

l.plots were. allowed but could not exceed 5% of ‘the average local landv

;,lholdlng The net aggregate producttos was now dlstrlbuted only accord—

'.j3contributedx‘ Thls step effectlvely ellmlnated the rlcher classes. A

vdlrectlon and encouragement. Experlmental forms of collect1v1zat10n-‘

ing to ‘the work performed \w1th no. payments made for land and capltal -Vf :} UL

i

The transrtlon from teams to cooperatlves ‘to- communes was

'Jeachleved by massive part1c1pat10n among the people under government

*.hadﬂbeen tried“dating‘backftopwarryears. Programs were often well ',‘
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v

under way whlle they“ﬁere being announced and in SOme areas were car—

ried out far beyond,the plans env1saged Off1c1al statements empha51zed

! L .
that part1c1patlon was to be voluntary and to the mutual. beneflt of all'“

who 301ned but soclal pressures would have ostrac1zedjbny out31ders

a . . . . ‘e

'Peasants were free to withdraw.from the_cooperat1Ves, w1th~somevdo;ng

S0, whilejcadres_on occasion'disbanded thenlgrger{groups as‘they‘proved

Unwieldy;

The 1ntroduct10n of the cocperatlves brought many problems

Cadres were 1nexper1enced in managlng several households, unclear d1rec~.
. . . o’ .

tibn5~led”to inefficiencies,-and accountantsfwere in short supply. Manyj"
peasants showed no 1nterest 1n purcha51ng farm 1mplements or accumulat—

.ing fertlllzer In some areas anlmals were slaughtered and forests were

-destroyed. P1g numbers dropped from 100 mllllon 1n 1953 to 83 mllllon'

djin‘l956,fmuchrduevto'the lack:oﬁ care.l3 Respltes were cal\\d after

LI

feach stage of colleCtiViZatiOn,”but.the reactron agalnst the coopet
t1ves only spurred on-a faster soc1allzat10n.‘ It was-maintained'that~

1ndustr1allzat10n could not be carrled out in 1solatlon. 'MechaniZation

o,

in: agrlculture needed larger un1ts of land as-dld the development of ’ 3',¢”“‘"'>
fjlight rural industry A surplus from agrlculture was needed for capltal
investmentFin industry Cadre enthu51asm for the movement brought—the

R

" birth of "the communes.

'C.  Communes . - . - T R

The formatlon of the communes could be termed a planned acc1dent._'
B Desplte the'setback of the collect1v1zat10n movement, the shortage of
. . )

";-accountants, lack of 1ncent1ve among workers, and mlsdlrected effortssf

i the government belleved that productlon would 1ncrease in the sp1r1t of
ithe'fGreat_Leap'ForWard'A Hence the spontaneous growth ‘of . the_
NI SRR cE . : RN :

S A
o Y
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collectlves,’once 1nitiated was encouraged and not checked \-Extreme ' '

»

measures such ‘as: communal mess halls were soon dlsbanded whlle the con-

/
'

‘fiscation of private plotsfwas later~rescinded.!~Convimced.by overblown

i / .
statlstlcs of the movement s success, the government s reaction was ™ . ,

>'delayed Nonetheless the fallure of the Great Leap Forward halted S

i
A

furtherfsocialization,'as the’ resultlng_structure'was cut back to. work-

s

‘able units.
The ba51c 1dea in formlng communes was to amalgamate all economﬁc
: and polltlcal functlons of an area 1nto one un1t. - The- commune had grown

gbeyond a mere. productlon unlt for agrlcufture It was,to incorporate

] . /

‘_thevgovernment; industry, flnanc1al 1nst1tut10ns,’and‘agrfculture-all R

into one. ‘China‘s'economy'became“decentralized as each unit was in--

N

“nstructed to be self supportlng wThe Sheer size of'the-commune allowed-

- 1arge work groups tp be formed for spec1al tasks such as. the bulldlng of ST

“dams and 1rr1gat10n progects, yet the absence of workers from thelr

w«-—’-/.

‘fagrlcultural pursults took 1ts toll on graln productlon.‘

f.'; The communes ?stabllshed in- 1958 ranged from about 2000 to 9000

s

»vhouseholds in varlous prov1nces, w1th the largest communes located 1nl
14

‘ heav1ly populated areas such as Peklng and ‘Shanghai. The average

f number of households per commune ‘was 4 600 compared to 54 and 170 for .

" -the average lower and hlgher co- operatlves respectlvely, and about 20

15d The team and brlgade

o,

phouseholds for the orlglnal mutual a1d teams.

Junlts became permanent parts w1th1n the commune,‘and could best be g

r ™

;compared to the elementary and higher cooperatlves of the mld flftles.

Production teams currently average about 33" households.l§G Slnce
LS :

the early 31xt1es they have become, most often; the ba51o accountlng

3

\
udlt respon51b1e for dec1sions as to the productlon of goods and the

v

. distribution_ofVincome., Some productlon decisions have more recently

f . .'\.

J 3 R - . SR



fsoercive power by controlLing common . services of electrlcrty, water,

20

freverted to 1ndividual familles under a contract“system. The basic

\ \
' accountlng unit bears the burden of calcu]atlng proflts or losses. Most -

\

of'the_food produced‘is-consumed'by members while.only a portldn is

marketed. Individualjhouseholds have maintained private garden plots

since the-early’Sixties;ffrom which come most of China's vegetables,

poultry, and hogs. > '

Brlgades, aVeraglng about 233 households, oversee the work of the

teams. 1 ® bThey represent the fhnal unit of government and party control,

©

although brlgade cadres have complalned of not hav1ng a purpose. Brl—.

gade leaders nomlnate off1c1als to lead: teams, as well as exerc151ng

’farm:machinery; health, and education. : ' ' ”f T

‘The commune'itself«hnow withiabout 3400_households,‘is respon—‘

_51ble for procurlng graln, collectlng taxes, publlc securlty, and - o

reportlng statlstlcs to hlgher levels. 1t formulates productlon plans

for lowernunlts, after rece1v1ng general plans from hlgher 1evels of-

administration.- It manages water resources, constructlon, local 1ndus—

' trles, afforestatlon, and transportatlon pro;ects requlrlng heavier,

1nputs of labor and techn1cal expertlse.‘ Communes have progressed

slgnlflcantly 51nce 1962 1ntroduc1ng a modern world to a vast people

’Still living*in~an,antient culture.

IV.  SUMMARY

'fThe.rapid.population'growth in 0 ht the People's
Government to powar in Chlna w1th a o el wnange to'public;land

ownershlp The- dlstfngulshlng features ol Lhe rural structure are the -
A

’

communes, brlgades, and teams establlshed in the collect1v1zat10n move- 3

'

'ment of the 1950 s Born in a: revolutlonary fervor, the communal

gw_{%> : e e D -
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' structure has survived the pains ofincept:ion and is now the means of

ihtx"oducing modern technology to a people rooted in a proud past.

4
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NOTES TO CHAPTER'ONE

1 It is extremely difficult in a short section to give a concise
summary of China's historical land policies.’ Not only is the material
to be covered lengthy, but the time for the requlred research is insuf-
ficient. Moreover a problem i} encountered in differing historical ,
views between those who support - .ChEna's current social system and those
who favor free enterprise. -While the author is of the latter leanlng,

" and this may slant . the representation of. China's history, an objective

wording is attempted to the extent possible. The intent of this section
-dis to provide information con51dered relevant to China's graln trade.
It-should not be 1nterpreted as evidence supporting either of the can-
: trastlng economic systems °

2. ' - ' L —

- Parker_Po fei Huang et al, Twenty Lectures on Chinese Culture,
p. 93 (Chinese).. The figure of 80% is quoted in many references and
does not appear to have varied a- great deal over time.

i .
Chinese theorlsts belleved the equal dlstrlbutlon of wea]th o o

led to a prosperous soc1ety S s
4 Maurlce J. Melsner, "The Agrarlan 'Economy of China in the
Nineteenth Century,” The51s, p. 10, . )

2 T.C. .Kuo gives a concise summary of structural-changes in
Agriculture in the People's Republic of Chinpa: . Structural Changes and.
Technical. Transformatlon (New York: Praeger Publisher, 1976), chapters,
one to five. ’ ' '

6 Audrey Donnlthorne, Chlna s Economic System, p..36. Details,
;of Natlonalist attempts to reform land ownership were not found. Most
authors, as Donnithorne, simply stated that rent reductlons were not
carried out by. the Kuomlntang.

i
7 This is one of various flgures glven by Marlon R. Larsen,
"China's Agriculture Under Communism," in An Economic Profile of Main-—
land China, papers presented to the Joint Economic Committee of the U.S.
' Congress (hereafter footnoted as J.E.C.. papers), P. 214, footnote 32.
. Communist sources indicate that, one-tenth of the population (the rural
landlords) owned 70 to 80 percent of the land. See "What Happened in

the Country31de,“ China Reconstructs 30 (October 1981), p. 21.

Larsen; "Chlna s Agrlculture, ..214.
9 rbia. C | .
lQ'DonnithOrne,bChin;.s‘Economic System, p. 39.
1 rpid. V
12 L

Ibid., p. 38. : T =
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lB,Cheng Chu-Yuan, Communist bhina's.Econogy 1949-1962: Structural
Changes and Crisis, pp. 35-36.

\ T 14

\ -7 Cheng, Communist China's Economy, p.‘AOT

Donnithorne, China's Economic System, p. 43.

‘ _ 16 Frederick W. Crook, "The Commune System in the People's Republic

"of China, 1963-74," in China: A Reassessment of the Economy, J.E.C.
papers, pp. 366 and 409, Crook lists sources for population and relevant
statements on the numbers of communes, brigades, and teams. -He then

- estimates the numbers of people and households for each unit.




CHAPTER TWO

GRATN PRODUCTION IN POST WAR CHINA

Y

I. INTRODUCTION - P
How. to feed her. population-is a difficult and important yroblem
. ‘ o p

[

for the Chinese. Chini has been kndwn‘bbth as a land of plenty and a

larid of famine. . While the good.earth ﬂ?ntlnues‘to support her people, .
. ) . “ ) ‘ ) ‘. \\ . o ) . . . )
sheer numbers dictate minute attention to all aspects of agriculture
for adequate harvests to continue. While iniﬁ%glly achieving'some

e

success at obtaining a surplus froﬁ~agricu1tgré; the Pgople(s quernment
. . . i . - ‘ ~ N B A '
has struggled for many years to reach a-goal of being self-sufficient

~and prosperous. Post-Mao policies are aiding considerably in China's
agricultural .revival.. - ' ‘ B S N
Despite large grain imports, the Chinese are mot starving. >~ In

— RS

1957, a good production year, China's .grain supply after exports was s

BN

-.285 kg. of_unhusked grain per capita, compared to 289 kg. for Japan,

~ Z /

- 191 kgf‘fof India, and 230 kg. for Pakistan.1 In,léSO the government.
reported an average ﬁroduction of 300 kg. of grain per'capi'ta.2 ,éhiﬁa

could manage on her own without food imports from abroad, which satis-

fies China's current definition of self-reliance.

. Productivity, however, means obtaining the most output from the

feweét»inputs. Anthony M. Tang points out that from a productivity

“standpoint, China's agriculture”falls far behind other natiGhs of the

Far Easty such as Japan, Taiwan,"and_Korea.3 The present agricultdral

24
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policies have resulted from thé fni]uré of stricter communist policy to
raise agriculturél output. While grain output has riéen substantially
sincp'1949,l1t has only kept ;lightly ahead of the rise in population.
With rapid population growth in the past six centuries, China was
abie toyraise grain pfoduction half due to an incrbnso in cultivated and

. o . . o 4
sown acreage, and about half due to an increase in graliln vields. The

government was aple to increase the cultivated area somewhat in the 1950's
by remoying land boundaries, expropriating religious land, and by limited

land reclamation, but the total area of cultivated land continues to
. - . ) W ’ 9 - -
aeéingxdgg\yo the expansion aef urban areas and industry. The sown

~ .

agreége has grown with multiple cropping, but this too has found its

limits. Improvements in China's grain output have become increasingly

dependent on raising grain ydelds.
This chapter deals primarily~with tﬁe factorS<ﬁffecting China's

post Qar érain produétibn. ‘Aéricultural~policy is'discussed first,

‘followed by the inputs‘to agriculture in.a rough order of impoftance.

Those most direétly‘relabed to raising yields are included togjther,'

followed by factors connected with land use, anq'finéllyvthe labor saving .

t

conveniences of mechanization. < .
: i A ; ’
| a

1

‘II. POLICY FOR ACHIEVING TECHNOLOGICAL CHANGES IN AGRICULTURE -

¢ e i .
.

Traditional China was able to achieve high grain yields through

the extensive use of water, control of -soil erosion, maintaining soil
N ‘ . : _ ‘ - ) .

fertility, crop rotétioh, and weed control. The modern age has brought

yield improvéments,through piant breeding, insect and disease control,

" the use of chemical fertilizers, and improved irrigation and drainage

A
2

systems.
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The largest agricultural product fon in pre-war Chinag was vbtained
under favorable conditlons fn 1936, However, the breaking ot o dike on
the Yel tgw River during the war with the Japanese resulted in the worst
flood in modern Ghina's history, destroving people, farmland, irrigation
systems, transportation and communication facilities, and disrupting
industrics dependent on agriculture. Despite attempts at reconstruction
after World War 11, China's ’imrnen:‘;(,\ apricultural problems waited for
action by the People's Government.

While Communist leaders agreed on the fact that agriculture in
China was backwafd; and needed to undergo a techndlogical as well as a
-social/transforﬁation, the timing and implementation of these changes

was not clear. Priorities had to be established for state investment. A
;. major purp5§§‘in collectivizing agriculture was to farm larger units to
make mechanization easier. But heavy ‘industry needed to be developed
first to”broduce‘the agricultﬁral machinery. Industry thus.reCeivéd

tﬁe greate; portién of iﬁvéstment funds during the first five year plan,
whiie grain surpluses were extracted from agriculture to pay for this
industrial deVelopment. . |

After 1955 the government realized that mechanization improved

the productivity of labor, but alone could not raise yields per unit of
@ N ! . . .

land. Some yield improvements could be made throughlusing better seed

> , )
varieties and improved®cropping systems, which required a small amount

.

of state investment, but leaders were unwilling to divert large.amoungs
of "industrial investment to agriculture. Moreover, there was a shortage

of scientific persomnel to make rapid advances in agricultural téchnology.

-

Mao's plan, -instead, through the commune movement, was to use indiéﬁpous

e

.inputs,'and to have these inputs produced on a local level involving

- © - K
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) .o~ ) “ . - . E “_
s 1nvestment by the collectlvé but not the state.

N l . " . B
( The moderates w1th1n the government regarded techn1ca1 and sclen—

‘w'.h»tif1c work as dellcate tasks, to be handled carefullv by those w1th

‘profe531onal tralnlng However the technocrats were 51lenced durlng

o
o

e .vg_f:the Great "Leap Forward years bv a’ strlct adherence to the party llne.-

5

Unfortunately whlle new 1deas were ea51er to 1ntroduce under collectl-»h

3v1zed agrlculture, 1t was also ea51er to 1ntroduce wrong 1deas._ Untested

,plans to 1mprove agrlculture led to. dlsaster and waste when tradltlonalv

i : - sy

Q;aver51ons to rlSk were swept away by party decrees In the wake - of thef
‘V;fgl:-,f . u:Great Leap Forward s fallure, the moderate v1ews came to the fore under r’a

'-fthe dlrectlon of L1u Shao Chl.. Agrlculture was returned to prlorlty 1n x

e s state 1nvestment plans and has remalned so 51nce. fWhlle the Cultural
S : 8 . . I
()'. o - .

Revolutlon brought dlsrepute to agrlcultural experts as opposed to

‘farmers hav1ng practlcal experlence, the return of moderate leaders has

Ty allowed sc1ence to once more take the lead 1n ralslng agrlcultural
productlon.r‘-' '
Slnce the early years the People s. Government has sought to

’”lmodernlze Chlna s agrlculture through the four processes of mechanlzatlon,

',electrlflcatlon, 1rr1gat10n, and the 1ntroduct10n of chemlcal fertlllzers PR

'Qand 1nsect1c1des, as well as 1mproved cropplng systens breedlng, and

. fh.seed selectlon.. In the 'Natlonal Agrlcultural Development Program for
'ﬁ:l956—67' Mao spec1f1ed elght 1mportant measures for: 1mprovement in

o

B agrlcultural productlon. Thls elght word charter for farmers 1ncludes

, water, fertlllzer, s01l (conservatlon), seeds (selectlon), closeness (1n»5

v

‘plantlng), (plant) protectlon,rlmplements,vand (fleld) management. Each
. . : o :

{sof these meaSures w1ll be discussed as: they relate to rain ylelds, 1and

.use,’or 1abor convenlence._*
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 III. FACTORS A;?FECTING ?IELDS,"?

9
- e
DR =1
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Chlna s primary concern in- agriculture is controlling water, both G
providing enough and preventing damage from too much Closely connected -
' w1th~irr1gation 1s4the_use of fertilizers. Chemical fertilizers and

inseCticides.are both aﬂrecent'deyelopment, 'Plant.protection andvseed"

" selection are also important in determining crop yields. - BT

-}A,f.Wateerontrol’

o Water control can.be div1ded into three areas of discussion‘
preventing floods, 1mprov1ng 1rrigat1on systemsvin areas‘With adequate;?’
supply, and prov1ding water ‘to areas without a rellable supply | -

| Floods ‘are con51dered the.worst.of natural disasters in China
They not only destroy cropsband‘property, but endanéer humanvand animal
life as well Droughts,-at worst reduce crops in the affected arearir;
Waterlogglng.occurs on f1elds w1thout proper drainage as runoff water isyr
collected Approx1mately one fourth of cultivated land in China 1s' |
“h'subject to floods and waterlogglng Typhoons and tidal waves also,
bthreaten southern coastal areasll Traditional Chinavhad an“average of one
natural calamlty eachdyear PoStéwarVChinavhad 17 occurrences of seyere:
drought and lO major floods between 1949 and 1966 ‘ Frequent disasters‘ o
in 1959 to 1961 had a combinatlon of natural and man—made causes |  While
bmajor floods‘were thought to be under control 6 sZechuan_has‘heen struck];
by further disastens in July and mid August of 1981 | :

E:/' Early Communist water policy centered on' the control of.floodsybi

’ 1n‘conjunction with the building of large scale hydroelectric prOJects.i
Irrigation was largely left to traditional means and the rebuilding of

g :
'pre-war;systems.‘ Dams were not built for water storage, partly due to

Lol -

R



'ithe lahd’this took out of agfieultere,i\lh the Great Leap F rward :

aoeasants wereISUddenly'mobilized ln,massive'projects'fo- _e,buildihg of

'::wate;vstoraée;and irrigation faeillties; The suddennesshof'the worh.left,
weaknesses in'the.flood prevehtlon systeﬁs, eontributihg in great part
to"the.ddpredédénteddcalamities of'the‘postéLeapvperiod.7‘ Other prOJects;
vsueh as the.San Men Gorge Dam suffered w1th the w1thdrawal of’ the Sov1et

[ v L. i

eXperts. h

Z'Bésides'reducinghthe areadot:chltlvated_land by‘the~dater”storagé.
’faéillties:‘earelessfdralnaée‘faeilities;for‘the irrigationlprojeetSfled
i telsallnlzatlon of farm land ASalts,fromfthe natural‘shrfacevwater :
‘-_remalnedvln the 5011 harnlng the plant llfedb»ﬁroblems.werevmostjacutehind
‘areasinot aeeus;omedato-lrrrgat;on practrsesr:d'

‘Polieyhafter71960 took aimOre Carefhl:aﬁﬁfoaeh\to“water'ﬁanagemeﬁt}
”u'Pumps were 1nstalled 1n hlgh yleldlng areas to replace the excess1§e
.relianee‘on;gravity;forilrrréatron.iqln 1970 1rr1gat10n still depended
"nainly;on{hdman:and”animal ooher}’but‘power,dr}ven“fac1llt1es are berng"
‘ldSed.thfa‘largeiandiinoreaSlng’eétenttdeboht:halfvofrthesédoddss;are';
Aelectrical‘and half areadlesel pdﬁéréd[, lraditional edulpment has‘been;
'Vrmproved by the develoonent of a‘more efflcrent waterwheel ‘A'tdrbined~h

_pdmh was’ popularlzed in 1964 in the sodth and southwest, uslng a rapld

1

flow offwater,rbut'nelther'consumlng;eleetrlclty_nor 01l.~.» e e

e

1nce 1960 agrlcultural pollcy has empha51zed the exten51on of

a%®s

‘“;hlgh and stable yleld areas, rather than 1nvestment in poorer areas for
land reclamatlon.“Extendlng the'area under effect1ve 1rr1gatlon'and' ‘
Vdralnage has been stressed rather than 51mply maxxmlzlng the 1rr1gated

:area. Ch1na already has the largest area of 1rr1gated farmland 1n the

~world. As a whole 1rr1gated farmland has tripled 1n area’ slnce 1949 8

,i



Y

fRiver w1th the Huaié“

hydirectedi

il S S 30

i

" ‘About half of China s cultlvated land 1s 1rrigated and about half again

N

of this is 1rr1gated effectively 9. It is hoped the high and stable yield

-area can;be-raised tovone third‘of the scultivated area.

A major‘subject of‘cbncern-for China is how to provide its northern

. ‘v-n'u s ~fﬂ§ V _ ; S SR

~—

- areas with water. This can be done by underground wells, removing silt =

from the northern rivers, or diverting southern water to the north.

Almost 2 million tube.wells have already been~sunk,‘mostly'on/the North

China Plain;lod Howeverywith'a-number‘ofﬁtheSE running dry there is a

concern whether underground water is belng replaced at. an adequate rate

rA massive, afforestation program has been undertaken to reduce the s11t

levels‘of’the northern rivers, but‘this 1s»a more_long*term prOJect.“

'A.particu1ar fascination for-theﬁChinese lies in redirecting'

”southern waters to the north ‘ ThlS has already bEen accomplished to some

extent by a ma551ve progect along the Grand Canal connectlng the Yangtze

N

r further to the north. Formerly subject to f

) severL floodlng during the summer, the Huai river waters can now: be o

-o the Yangtze 1nstead while Yangtze river waters can f111 Huai

SN
4§

iirrlgation channels durlng low periods for the latter.; The Yellow R1ver )
;fhas also beenuredirected to 1ts former course after changlng directions'
.as a result of the war t1me flood Redlrectlon ‘of Yangtze rlver waters

e.to the north at p01nts further upstream have been - con51dered

©..B. “Fertilization

2

Of all government policies for increa51ng agrlcultural production,

the policy on fertilization has been most persistently stressed least

VdiSputed and comparatively successful Its“direct resultvishto'rarsg .

fgrain yields without encroaching ‘on other 1nputs._ Total fertilizer*
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"applicatlon in 1977 is estlmated at, 186 kg. of nutrlents per sown hec—l
tare, compared to .72, 4 kg per hectare in 1952 11 ‘Chlna s fertlllzers-
can. be drvrdedblnto organlc and chemlcal components for dlscu551on
Chlna‘uses organlc fertlllzers to a hlgher degree than any othet
countryiin the~world. In 1977 A, M. Tang estlmates the organic fertl;:'
‘ l1zers applled had almost three tlmes the>quant1ty of nutrlents supplled A
p by the chemlcal fertllrzers 12 ‘The fertlllzer nutrlents supplled from
.horganlc sources have more than doubled between l952 and 1977 ‘Spec1frc
i?organic fertlllzers are green manure, 01lseed cake, nlght 5011, anlmal
',vmanure, and pond mud .. : | ‘

, Green manure.are crops grown not for thelr own sake; but asv,
ynutrrent sources tor future CYOpS. They requlre the least amount of
’_:human labor belng grown and used ln the same fleld They ‘are also’:
"nhléherlln'nutrrent content than other natural fertlllzers,‘and 1nvolve jh'
[yalmost no caEh cost as do chemlcal fertlllzers‘ .The.dlsadvantage of

”_green manure and’ 01lseed cake 1s that thEy compete w1th other crops for

iland The l977 area sown to green manure crops was flve tlmes the area

13

”sown in, the early 1950 S- Varletles 1nclude m11k vetch ‘cownvetchsvll'

'alfalfa halry vetch and duck week grown in ponds and slow streams
nght 5011 (human waste)hand anlmal manure‘have beenbalmost fully'

~utlllzed by Chinese farmers.: Plgs are the: largest'source of farm manure

- 1n Chlna and have quadrupled 1n number 51nce 1949 14 The drop rn p1g

;“4 numbers durlng collect1v1zat10n had a delayed effect of 1ower1ng graln; ‘j'

:productlon 1n the Cr181S years of 1959 to 1961 Whlle plgS are ralsed SR
both collectlvely and by 1nd1v1dual famllies the latter has proven to
bfbe more successful Sheep are: ralsed 1nstead of plgs in Musllm areas.

‘3The gatherlng of pond mud wh11e occupylng many hours of labor durlng



'prlces and’ tlght supplles 16 "f_“:‘_ .

'1s mostly def1c1ent in n1trogen due to the large appllcatlon of organlc

32
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the Leap Forward years,‘has'provenhinefficient due to the low nutrient
content of these fertllizers

Chemlcal fertlllzers appear to have ‘had the greatest 1mpact on,

Ch1na s graln output“during the 1960 S. The use of chem1ca1 fertilizers

in .pre-war Ch1na was 1nsrgn1f1cant' Desplte a rapld growth in their Z

productioniand uSe'after.the var their current level of_appllcatlonfls

only ‘one- tenth that of Japan, and one—flfth that of: Talwan 15

While fertlllzer 1mports have grown con51stently 51nce 1950, they

‘,were Outstrlpped by domestlc productlon after l959 Plant equlpment was
o purchased from the’ Sov1et Unlon and Czechoslovakia 1n the m1d flftles}"

‘produc1ng\a good quallty fertlllzer but w1th 1nsuff1c1ent quantlty.

lhe high qost of transportatlon led to the bu1ld1ng of Small and medlum :
f,

sized loqal plants durlng the Great Leap Forward However many of these

. ./
/« . '

»plants had to- be scrapped due to ‘the poor quallty of the fertlllzer pro#kih'
;iduced ngher quallty fertlllzerslwere 1mported from abroad to comple—'p

:hment Ehe Chlnese fertlllzers Fertlllzer 1mports grew rapldly 1n the ﬁl
ﬁmld and‘late srxtles w1th Ch1na becomlng.the world s largest fertlllzer k

| 1mporter in 1970 . Reachlng a helght of’ l 53 mllllon metrlc tons of

nutrlents 1n 1972, these 1mports have since decllned due to rlsing

2

Japan and Europe have been Chlna s magor suppllers of both

fertlllzers and fert111zer plants Many plants were. 1mported durlng the.

11960 s, wh1le thlrteen of the world' 'S largest synthetlc ammonla urea -

L

h:complexes were: purchased 4An- 1972 These urea plants are capable of R
o .produc1ng a fertlllzer volume equal to Chlna s total nitrogen output in .

:ﬁ1973 They were scheduled ‘to. come on stream, in 1978 Chlna s 5011

N
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fertilizers. Domestic fertillzer production has been hampered. by thed
shortages of constructlon materlals -and funds for 1nvestment S0 local
production continues to ‘be empha51zed, A humlc ac1d fertlllzer was

:successfully produced from coal or peat mixed uith'ammonlum,lbotassium;
kéodiun; and other materlals in‘l971 and is now produced in many l;cal

areas. | |
| v:"Fertlllzers have mostly been supplied to the hlgh and stable vleld

,,,J\ ‘\

'areas in a package of complementary 1nputs whlch 1nclude proper 1rr1gat10n

and new rice var1et1es respon31ve to hlgh levels of fertlllzer appllcatlon.-

‘Chemlcal fertlllzers are dlstrlbuted for: use in collectlve agrlculture,

:whlle organlc fertlllzers have generally been applled to prlvate plots

"~ before being cdntributedffor,cgllective use. f";‘,"

N . \
e, : ! o ‘ . - . ISR . .

. C. Plant-Protection

B

Gra1n crops can suffer damage from 1nsects, rodents, weeds, and

A4 . . . L
| . . . N

diseases. _ Buck estlmated that 10 to 20/ of Chlna s pre—war graln crops

-

'bwere damaged by 1nsects and dlseases.“ As’ recently as 1962 serlously
affected areas have also 1ost about lO/ of thelr crops Ain thlS manner
Insect pests have 1ncluded locusts, rlce borers; arny worms; corn
borers,’cotton aphlds, red splders, p1nk boll WOTmS'y and wheat Julce—b
1suck1ng worns.i Locusts, 1n partrcular were a, great menace to Chlnese

-agrlculture, w1th outbreaks occurring about tw1ce in every f1ve years,
-apparently 1n connectlon w1th droughts and floods.. U51ng mass. campalgns
to surround and destroy the locusts, spraylng 1nsect1cides from aircraft

. , : €

f"and by convertlng breedlng grounds 1nto farmland 62% of the. areas

. affected by locusts were brought under control by 1962. 19 Locust problems

Sy

' have practioally been ellmlnated but requlre contlnual attentlon to
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vhprevent recurrences.. Losses due to the‘rice borer are‘under 1% today,;.
"Whlll damage done by army worms,hbollworms, and the corn bgrer have been
,greatly reduced ] |
Most counties ‘and communes have - disease and 1nsect forecast
stations Peasants are_organiZed in insect~8couting and researchvgroups.

They study 1nsect habits and migrations, and the development of plant;n'

diseases, tosrecommend economical and effective methods of prevention and

P

.controld Quarantine Offlces have been established 51nce 1958 to 1nspect
agricultural products and for plant researchito control diseases and
insects,'butthishwork'suffers from lack of,co-ordinatlon.' Crop infections
~ have’ 1nclhded rice blight wheat rust and smut, and black‘rot on sweet‘ ._.
‘-potatoes.v Pestlcldes have been used to, control rice blight, wheat rust

wheat aphlds, and army worms. 'While disease—re51stant Varieties of rice

\:'

and wheat have proved effective, organized researéh suffers in this area.
,Bacterla and destructlve 1nsects change continuously requiring 1ntenSive

research to breed new grain varieties ‘with a stronger re31stance.

i ]
i . .

Crop protection 1n China is based on cultural practlses, w1th

b4
i

1ncreas1ng use of chemical pestic1des and. predatory 1nsects.; In 1958

eighty per cent “of. the pesticides used were native varieties,'which are

simpler and cheaper toeproduCe due to the shortage of,chemic_als.20

However the application'of,chemical pesticides has~grown'rapidly since
the. early 1960'5,. Chinese pest1c1de production in 1977 was about four

tlmes the output of 1963 w1th domestic: production augmented by imports

21

»

However the quality of China s spraying and dusting

!

“in thell960's.
equ1pment has been poor, and farmers have much' to learn ‘yet concerning
the use, maintenance, and repair of this equ1pment. Pestic1des w1ll

'become more important with the further introduction of high.ylelding



pesticides in China not to upset the delicate scolpgical‘balance.

»4serious in China due to intenSive care by the farmers qerbicides,,

) .

through. the introduction of new seed varieties.  High yielding rice

~ 35

grain varieties. : . I
r : ‘ : .

China is experimenting on a- large scale with using benefic1al
insectswand'organisms to prevent and eliminate insect pests. Wasps are
Used to control‘corn borers and}cqttonvbollworms. Biological control,:‘ LS
however; is not as .convenient noras simple as Chemicaldcontrol, and
v ‘ : ! .

produces results at a slower rate. ‘Creat care must be used in applying :

\
Moles and rats are the principal. animals causing damage to crops

in China. POisonous bait has been popularized for rodent control. Wanv

s have been eiterminated by peasant campaigns. Weed damage is not as

however, have also been developed and used successfully

D. Seed Selection
- Since the early’1960'sthina has snccessfully'raised grain-yields

H

]strains dev?loped by the: Internatiénal Rice Research Institute in the

Philippines have not. been as usefdl to. China- since early maturing vari—
. / :

/

‘eties'arevrequired for multicropping; The'practise of.selecting seeds

,from the hardiest and most deSirable plants has adapted grains to local

>

_tgrOWing conditions, but 51mple methods of crOSSing and hybridization
. have not produc%d any exceptional varieties for Widespread usez The

'shortcomings of ‘China' s,agricultural sc;ence.program are most evident in e

. the usg“of modern seeds.

Breeding research has concentrated on rice and wheat, although

the \use of high yielding corn and other coarse grains has spread High

‘,”yielding rice varieties developed in pre—war China have continued to- be
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widely planted. 'LOné‘grain.rice has traditionally been grown -in China
: . , . i
south of the HuaihRiverg It ls native to China and grows wellvon'infer—
tile soils. It can tolerate poorly drained}paddy land,.but its lohg stem
is ‘unable to tolerate high Winds and'typhoons. Short grain rice was
orlglnally 1mported from’ Japan and grown in North Cana and Manchurla.
Short - graln rlce glves hlgher y1elds in response to heaVy fertlllzer
appllcatlon, is more cold resistant, and can w1thstand hlgh ylnds better
‘due_to,its‘shorter stalks. Theae varieties, however, can;not tolerate
deep.standing water on poorly drained;lands, are aensitive’to the hours
»offsunlight, and will not yield as yell'oniinfertile‘soils.
Short grain rice;was'introdnced.to.the Yangtze Valley“areaduring
‘ the11950'srbecausevof'ita hlgh yields<and resietanCe'to cold fgr donble
rice croppingr The rapid lntroductlon overlooked the large quantitles -
of fertilizer requlred by thlS rlce for 1ncreased proddctlon. Without

i the proper inputs rice production dropped 1natead.of rlslng. Short -grain

o ;ice-found its place in ChinesevagriCUlture as policy changed to

14

emph381ze hlgh and stable yield areas. Used in conjunction with'properA
1rr1gat10n and fertlllzer appllcatlon’the new rice yarletles 51gn1f1cantly
raised .China's grain ontput.

‘With\the‘rapld assimilation’of new‘methods possible»nnder the
‘commune system, Chlna has learned to be cautious.in its 1ntroductlon of
~new gralns New varietles have a tendency to be 1ess dlsease re51stant
The w1de use of a: high yielding wheat variety in’ the 1950 s turned into a
d%saster when it'waS'plagued by rust.. This unexpected turn of ‘events led
“to seed shortages as farmers attempted to return to traditional variet1es;

China has developed "hybrid r1ce varletles on her own which are now

.thriv1ng,2, but agricultural research has yet tolexperlence the fuller
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Intercropping has grown, being'more.important in the north where multi~

‘planting and deép plOwiﬁg have been tested. While heavy emphasis wﬁ%y

" ‘tountries

and multiplied by 100
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benefits of modern_sqience. Genetic methods of the Soviet Union were

followed closely in the 1950's, but were later discredited. China had

) : [} ’ 4 . - ‘
just started to make discoveries of her own when the work of the -

scientists was cut short by the Cultural Revolution. A more suitable <

environment in recent years has allowed research to continue, but the

- . . . . I
emphasis 1is still-dn practical production-oriented work, without the

details of Western studies.

IV. FACTORS OF LAND USE

.

The factors concerning land use can be further subdivided into
AV v ) ~

' cropping'practisés on land already cultivated, and those. factors deter-

mining the amount of cultivated land.

A, Cropping and Cultivation Practises

f

N

During the people's fegime multiple -¢ropping has been extended,

_and higher yielding ‘crops have been substitutéd‘for less'prodﬁctive ones.

,a"

cropping is limited by the weather. ' New cultivatipn'ptactises’of close

Tats

formerly placed on grain production, post-Mao policies now favor a more

‘diversified agriculturé{ 4

1. Multicropping,

N

. More land isused for muiticroppipg in China than in all other

f the world éombined§ The degree of multiple crdpping is.
B) ; : . .

usually represented an index of sown area diVided by'cultivé?ed area

The extension of multiple crbpping was emphasized -
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" most in the early years and continues to be important today. lThe annual
' “multiple-sown area index rose from 130.9 in 1952 to 145.0 in 1958.23 In’
. —
pre—war’years Buck gave a multiple-cropping index‘of 149 for China proper,
which did not.includé'Mahchuria or the outer regions.24 Tahg estimates
thisninder to be 15%.9 in 1977.25 This means that sown area‘grew by 11%
between 1952 and 1958, and by a further 10% between 1958 and 1977.
,Muitiple cropping‘is credited with increasing annuai/rdce output.by 407
between 1949 and 1975.26 - e
| Most early increases in multlple cropping took\place in areas
south of the Yangtze River. The planting of rige changed from slngle
crops to dougle‘crops,pfrom_intermingled cropping‘patterns to comsecutive
rice Crops, from upland'rice to paddy rice, as weli as the suitchlto
short’grain varieties; Due,to.irrigation; wiﬁter crops are nou grown on
‘flelds that formerly collected water for sprlng rice plantlng, and on
lowland,areas ‘of the north that have been dralned ’ Triple.cropplng_was
- an early ddeal, and is now practised in many'areas.
Multiple cropplng was not as successful 1n‘northern China. The

Yellow River area tradltlonally grew three crops:rn two years. Changlng
Ato two crops each year 1n1t1ally dropped total . grain output by 19%. 27
After.subtracting productlonlcosts, the net income for this area was less
than'half'that received under the former system.' Many'of the 1ateirice
crops tr1ed in centrad regions of China sufferred from bad ‘yields ordt
‘falled to produce at. all whlle the grain itself was of poor quallty.
‘Changes in cropping systems tended to 1gnore local condltlons for farming.
One area after harvestlng two rice CTOpS, created an environment favor—

able to moth breeding which led to even further Ccrop damage.

Multipie cropping reQuires additional fertilizer, adequate
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w

erlgatlon, early maturing rice varlotlc and plenty of lahor during
peak periods to be successful. Without these complimentary factors many
early attempts at multicropping failed. Since the emphasis on high and
stahle yield areas, multicdropping has progressed steadily. It is most
snccessful in;the’densely populated'areas where labor and fertilizer are

in greater abundance. The Canton area now records multiple cropping
i o ' :

indexes of 260 to 280, including vegetable crops, compared to a pre-war,
index of 176.%8 ,

~ Wheat, @eans, rapeseed, tubers, tobacco, and~green manure are

common as winter crops. Besides rice; coetton is also grown as a summer .

1

crop in the south and in the north. Coarse grains, notably cormn, are
generally grown as summer crops in the north. Green fertilizer, a kind

' v
of clover, is a common winter crop used in triple cropping systeﬁ~\sas it

G

‘ allows rice to be planted early in the sprlng
The deficiency of. phosphates and potash in paddy flelds could

restrain the further expan51on.of'multlcropplng However the greatest

obstacle lies in labor shortages during rnsh seasonsf_ Due to the cold

winters, winter wheat on the‘Yangtze Delta requires-oVer six months to .

mature, leaving barely enough time for the grow1ng of two summer rlce

‘crops. Great- effort is requlred to harvest, the first rice crop in early

or mid-July and then transplant the second crop by the beginning of

August. Low marglnal crop returns are obtained at high marglnal labor

ey

.costs. - Going from double to triple cropping in Shanghal,galned only

about lé% in farm income while‘addiné many hours. of toil and labor.29

'Graln productlon is not part1cularly profltable in relation to other

~ sideline act1v1t1es that farmers could be 1nvolved in. The post—Mao

government has giyen a reserved support to further multicropping, while

o

a
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.

encouraging farmers to use their time in more profitable carnings.

Excessive triple cropping has harmed agriculture in the Szechuan area.

2. Crop Substitution

Switching to higher vielding grain crops is an effective way for
China to. raise total grain output. TIn 1956 the following figures were
30

"given for grain yields in China:

" (Chin per mou of sown area)

R
J (,z’k‘ » X
Rice Potatoes* Corn Millet Kaoliang Soybeans Wheat
}12.2 231.3 | L 179.6 136.5 13&.5 . 102.0 99.7

fonverted at four chin of potatoes equals one chin of grain.
" v N . "v:\ . - i
g, potatoes, and corn are higher yielding in comparison to other crops,

and therefore more desirable.

< -

Rice constituted 45.5% of China's total grain output in 1956,

. . e » 318
while accounting for only 26.7% of the total sown area. It nhas never
been a major crop in northern China due to the shortage of water. The
government originally planned to increase rice production in the north as

irrigation f4cilities came on stream, but these projects never material-

ized in the ways hoped for. The area of rice cultivation in_theﬁnorth

32

almost doubled between 1952 and 1957, "but most of this increéée was in

the province of Manchurig as it opened up after the war. Northern ,

farmers were unaccustomed to irrigation practises and many fields becane

B

salinized due to the lack of drainage.

Between 1952 and 1957, the acfeage'in,all China sown-to rice

ES

increased more théﬁhany other crop, followed by wheat and then potatoes.
. f‘l T ’

x
1

However, in relation .to previous sowings, potatoes increased by 20.8%

. . / . . :
over their 1952 level, while rice grew by '13.6%,. and the area sown to



‘changes in “the. early years.A Whlle northern lands sw1tched to wheat new j~§

L

C
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o

wheat grew by ll 14.33 %ﬁhe area sown to coarse gralns had negliglble

a

~-lands 1n Manchurla could often only be sown to coarse’ gralns. Theuextra-

wheat acreage in the north was offset by sw1tch1ng from wheat to r1ce 1n

»other parts of the country ‘ The coarse graln acreage may have rlsen dur—

1ng the post Leap Forward famlne years, but no data have been reported.v

’

. Yhen more normal cond1t10ns>were restoxcd in the early l960 S, r1ce wheat,

Q

‘and;cotton'sown acreage‘are.noted to have risen agaln. T

<

The gains, 1n otato sowt. atreage have been ver“SUccessful for-thef,,
P Y ‘

'!Chlnese, although ‘some waste was 1ncurred introducing corn’ and potatoes

’ .tb inappropriate‘areasain 1956.' Some farmers now IYow. corn and . soybeans'

f'.3..fIntercropping

",Spread 51nce 1958 ' Farmers seed or transplant a new crop between thef#fl N

.CTOp 1n north and south Chlna replacihu soybcansrand kaoliang{‘

nrows of ‘an ex1st1ng crop before 1t is. harvested thus lengthenlng the1 A

‘other 1ssmall 3Due to closer planting, more cotton and wheat”can be . o

: 2 &) - )
grown on 100 1ntercropp§§§hec€éres than on 50 hectares of each.

\

v

on. hllly land 1nstead of rlce. Corn has grown- in importance‘as a‘§ummer e

L

&

o c

The 1nterp1ant1n% of crops is: an old Chlnese practlse whlch has'

kel

3-‘ N X . B u ) : : N
growing . season.' It can 1ncrease yleld by as much as 40/.w Intercrdpping.

~

'1s more common 1n ‘the . north 1n adjustlng to the grow1ng season. While

. : : : o ;
appear. in the south when other crops are. grown

e

Cotton is often grown w1th wheat so one ‘can befharvested while(the

SN

In both north. and south tallustalked crops (such as corn and

, surgarcane),,are grown w1th short stalked plants (such as

! Soybeans, tobacco, and potato) 1n comblnations whlch give full

[
B o
/




‘intercropping in;China.

4. Close Planting

f adoptlon of close planting methods.\

criticism from 1959 to 1961. The Chinese? ow emphasize belng rahlonal

: : .v'// ERE ’ . = . :
use of sunshlne and a1r. Crops hav1ng tap roots (such as
\cotton) and those hav1ng fibrous Toots (5uch as wheat) are

',often.Qnterplanted/tO'keep the-501l loose. The peasantsn
also 1nterplant early ripenlng crops (such as- vegetables)
tw1th late—rlpenlng crops (such as cereals) These crops ‘gﬁ
‘absorb nutriment at. dlfferent tlmes 1n the1r grow1ng '
rperlods and make p0551ble a more eff1c1ent use’ of the

..fertlllzers in the 5011 35 E

t\”

;e

~ment td find the optimum_combinatioh~ofmcrops;'plantinghdistahces,faodu

~ depths ih'their’local'areas: Problemsfcah arise as the'denseJVegetatiOn“

increases the likelihood of disease ahdvinsect;damage; Irrigation and’

'fertilizer_heeds‘differ”for:each-crop;“flntercropping also requires the

intensive'use‘of'labor; whiletcomplicating,mechaﬁiZed planting‘and

= f‘n‘\‘ :

a1

harvesting.” Increased mechanlzatlon is 1ncompat1ble w1§h contlnued

The use of close plantlng to achleve hlgh ylelds was known

,,ancientlylin China,<butﬂonly»followed:to'a\limited‘extent in pre-war

.‘ .

‘zyears. Experlments 1n close plantlng carrled -out’ in the early years of

| S ‘(.;t,.

'Communist rule,Were Very;enc uraging. Farmers, however, re51sted the

change due “to the added expense of seedlng and machInery Ihcreased

/
/

‘.Ilwheat productlon between 1952 and 1956 was partly attrlbuted to a w1der

L

, .

/ K - , 3 . ‘;Q L

. ki o [ S
R Close plantlng, as part of Mao s elght poimt charter,,was }‘

the yields it had been’ pbpularizedﬂ.oékeclose planting came uﬁhéf severe

\3_{2»-

,/

g ‘ ’J e LT

4 : . A . . L

L
v

LIntercroppingvis«still‘in a ‘trial stage in China. - Farmers experi- -



in close planting A wheat survey conducted in 1958 by the Research

'Institute of Plant Breedlng and Cultivatlon 1nd1cated that ‘close plantlng.

' beyond a certaln limit 1nterfered with the normal growth of the plants,

_yand.recommendedvflexibllity accordlng to. local conditions. 36 ‘Rlee.l‘

A

experiments, too, indicated'that too close planting was‘unproductive.

,Seedfplanting levels are_determinéd by‘testing and”practiSe, and

vAVary;with‘the‘progress made'in‘soil improvement, irrigation;'fertilizaL;

idtlon, seeds, and other factors of productlon. In many areas, the density

~fh5.7'Deep'Plowing

. of" plantlng has 1ncreased many times s1nce 1949 in conjunctlon w1th

'technical improvements._ Today rice seedllngs -are placed in clusters,a

‘four 1nches apart w1th seven 1nches between rows, whereas pre war Chlna

! spaced them ten 1nches between clusters and fourteen 1nches between

L Urows.

37

In 1958*the’governmentiurgedlcommunes to lncreﬁse productlon b¥:

-U_deeply plow1ng flelds onge every three years. The depth of plow1ng

'should be at least 14 1nches (one chlh),jand two chih~in'more-product1ve

-]flelds.gg Plowlng c0uld be done 1n stages where dlfflcultles ex1sted.

, o

N v . 1

'Exp1031ves were used in many areas to accompllsh this.‘ y the end of

!

-

xl958 1t was estimated nearly half the total area: of Cultlvated land had

o
'r

-“been deeply plowed This purportedly 1mproved the 5011 strengthened

o

F‘Plant root systems, and prevented weeds, dlseases, and pests. i

vExperlments sh0wed slmilar results, althOugh doubts have been ralsed as“r

to the‘effectiveness of.deep'plOWing‘in'certaln'areas.




LN

o

6. Diversifying Agriculture:

‘The valué of agriculturai output in'1978.was distributed as

follows: >
o Crops B S 67.8%
'h.Forestry.“ ‘ ' o 3402'
- Animai Husbandry - . 13.2% |

P

'f81deline Occupation* C 1406

Fishery j'p‘ , ,“" 1.4

v~°\q.

«'aincludes small 1ndustr1es run by brigades,bbut not communes
- The post Mao 1eadersh1p has noted that graln crops were owerem—.
epha51zed in® earller years Present agricultural pollcy 1s recommending
shlfts out of grain crops to other agrlcultural pursults by allow1ng
1 '?local units -to make'production decislonsk Becomlng self sufflcient is

¢ = - R ‘\.
still a maJor goal for graln production,

grain procurement prices, but agriculture 1s becomlng more’ diver51f1ed;
These changes away from graln crops have dampened output somewhat but

e

‘havefnot:resulted in a maJor'grainpdefic1t,

}B.p_Factors'Affecting The éultivated.Land,Area;

' China s land uses are first dlscussed folioWed hy.efforts‘at%

1and reclamatlon through ‘state farms, and the vital needs of "soil

@ 0, o

conservation.

t

— ; R L » RN

e 1: Cultivated Land Area - T N

Table 2-1 1llustrates the distrlbution of -Jand use inrbhina;‘as '
‘ estimatedfby‘Kuo. Topographlcally, 14A of China s land is below 500
;meters 1n elevatlon, and is MOstly suitable for farming : Eighteen per

'vcent of the land 11es between 500 and 1000 meters, and 1s)mostly hllly,
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‘. TABLE 2-1

Land Use in China

Land Use o , “ e SRk
7 ) ‘ s LT ’
* Arable Land . I - 15.3 L
" Cultivated . : - R S
"Uncnltivated "vlﬁ ’.1 _ | _”ja R 38
Forest Area .-:’ Y L ':‘; I ‘7:9:.‘ ' i.
_"”Land Sultable for Afforestatlon ’ava~_d' _ 3l.g/l
‘Grassland oL 27.8~
Otﬁev]? (deserts, etc.) - o e 178 :
Tretal ;p‘_,’f" ”3",' B 100;0.5, TGy

‘SOURCE Leslle T C\\5394/;be Technlcal Transformatlon of

’;TAgrlculture in Communlst Ch1na,»p 34,

'although agrlculture ¢an be operated by terrac1ng and o*her metho's of :

Water and,s01l conservatlon “:Areas between lOOO and 2000 meters

'COnstitute'BSAfoi the land area, ‘and are more profltable For anlmall d

‘r,

husbandry“than'for farming. The‘remaining~33z of the land[lles abo(e
"2000 meters w1th llttle chance for agrlcultural use.ao The‘maximum
‘ area ‘for farmlng would be about one thlrd of the 1and area, that 1ying

‘vunder lOOO meterSa Much of thlS land however has 1nadequate rainfall

__and poor soils
Off1c1al data 1nd1cate that cultlvated land area grew slowly

”:from 10. 27 of total land area in 1949 to a ‘maximtim of ll 6/ of land

41

’area in 1957.v This dropped in 1958 due to combined factors of land

!

used for water storage, the expan51on of non—agricultural 1and use, and

La greater empha51s on: maximizing yields as opposed to cultivated

~vacrgage. The cultivated 1and area . appears to have decllned further

lﬁs'r
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since theh. A two million hegctare reductlon in graln (sown) acreage

“was noted from 1978 to 1979 although graln output rose substantlally.42

As populatlon grows it has been necessary to use some arable

'lands'ror hou51ng, government industry, highways, and alrports.

Cremation and cemetarles have replaced famlly burlal plots which form-

erly ocdupied spaces*in farmer s flelds., Some waste dld occur 1n,the,

requlsltlonlng of farmland for 1ndustry and government in the late

1950fs ', Many areas reclalmed for crop cultlvatlon have. been turned

- again into'pasturelands‘for reasons ‘of soil conservatlon;

By

_2;"Land‘Rec1amation

TN ;
Land reclamatlon ‘was a maJor,agrlcultural pollcy 1n the first

decade of’the'peoplevs,government;A Unforturlately much of thls land

was unproductlve for agrlculture, and its cultlvatlon only worsened

5011 er051on problems. More permanent solutlons for transformlng

‘‘‘‘‘‘

and arduous. The emphas1s has - changed to u51ng pasture land for anlmal

husbandry and forestry rather than trylng to. cultlvate it. The improve—’

' ment of ex1st1ng land is being stressed ‘instead.

A 1957 survey 1nd1cated that about one thlrd of Chlna s waste—

land.could be reclalmed 'at a. comparatlvely low cost 43 ThlS 1and 1s

_ referred to as arable but uncultlvated. Major portlons of th1s land

v oar
v

lle in Manchurla, areas of the northwest leet, the Yellow River area,
and subtroplcal areas of the southeast., Much work hasigone into

reclalmlng desert landlln Inner Mongolla and preventlng the further

spread of these'deserts, Reclamation 1n “the north western prov1nce of

£

'Sinkiang'has;been'done by_military units. Communes in local areas have
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phrouéht moretland nnoerlcultiQatlon by terracing,Astraightenlhg river
,'coerses,:filling in>dr§ riVer beds,‘and varions‘other methods. Lano
retlamation has heen encouragedﬁunder collective,ownershiprby-reducing.
or;eliminating~state taxes on)the harvests .of newly'openedilands; |

| State farms have’beenfthe.major instrsment fOr.reclaiming,p
wasteland. They7are hea&ily.concentrated in Manchuria,‘the'Northwest,
ana'in Sonth_éhlna mhere‘virgin7landfexlsts. Qriglhally.estahlisheo.by :
locali'reglonal;‘ano central governments, and by’the-militarygpall‘ |
‘state farms in- 1956 were placed: under‘a separate mlnlstry for land
“reclamatlon ann have recelved substantlal government‘sub51d1es. Afte;
”1960 many of these farms were transferred to local Jurlsdictlon.in
accordance w1th decentrallzatlon p011c1es. Thelr expan51on has.been
\restrlcted as they have proned very costly Co

State farms have never. played an important role in China' s‘

agrlcnltural productlon.‘ In 1964 they occupled only 47 of the coun—l
*Qtry‘s total cultlvated area w1th an even smaller share of agrlcultural-
',output.44 Whlle belng a hlgher‘form of soc1allst organlaation than’
collective agrlculture,vstate farms d1d not: replace collectlves even in
;the height of the 1958 commune movement. Be51des be1ng unprofltable,. |
state farms h1re workers and are therefore not as effectlve as commnnes'
?1n ac%»ev1ng total employment of labor.“ Whlle’runnlng at a 1oss from -
'v1966 to l978 state farms began: to show a proflt in 1979 45. They are:

now being run as’ state enterprlses in- closer accord w1th the laws of

econa
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3. Soil'Conservation and Afforestation
' s 3 ) .
. .

1

‘Land,productiv1ty has been malntained in China by terrac1ng, ﬁ

falloﬁing, applying mahure, crop rotation, - and other methods. Exten—

'Sive areas, however, have been damaged by 1mproper dralnage; 1rr1gat10n,

i
§
v

fertilization, and poor management. In 1958 over’ one third of the ‘

cultivated land in China had low productlon by being saline, alkaline,

.acidic, sandy,‘swampy,'or erosive. In l962’saline and alkaline land

‘were about lOA of the cultivated land in North China, and accounted

!

‘for'about 20% of the,irrigated land.46” From hard experience northern

i
!
i

farmers have'since learned to lead flood watersfto wash away salt,

drain land ‘to grow rice, build embankments to stabilize planting, and

store fresh water to suppreSS.salt. Soil acidity has been ‘reduced by

-

applying manure and lime.

'About one quarter of China's total land area is subject to.soil

Qserosion.47v Mountainous topography; frequent sandstorms, alternating

/

frost and thaw, tynhoons, and the: strlpping of hillSide vegetation all

.n:

play some part in soil erosion problems The loess plateau area,

enveloped by the bend of the Yellow River 1n north central China, was

)

'reportedly once covered w1th forests and pastureland . Gnce known as

'the cradle of the.nation it later became\'China S sorrow Wlth

less than 5% of -the 1oess plateau being covered w1th vegetation, "heavy

summervrains*carry away ‘much offthe top501l, cau51ng floodlng in the

~ lower reaches, clogging up hydro electric progects, and 1nten51fy1ng

\

irrigation problem%i?? Serious 3011 eros1on caused by the destructlon
. ! : A
of trees has been a maJor cause of recent - flooding in Szechuan.
- For centuries Chinese farmers have- terraced hllly areas to

: L
prevent soil erOSion. The Tazhai production brigade invthe 1oessn
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t . s

plateau area became famous, for its intrlcate system of irrlgatlon and
‘terrac1ng constructed 1nba ravine area subject to4seasonal floodlng
In the latel1960 s many further\campa;gnsvof terracing; constrpctlon
of cheek dams, and the‘planting of trees and grassvwere undertaken to
control soil eros1on in the -middle reaches.of the Yellow Rlver | How—
ever many of these attempts were sporadlc and 1nadequate Terrace
-'barr1ers were broken as farmers carraed fertlllzer to the fields,
creatrng more openlngs for 5011 erosiomn. | A basic problem was that
k pollcystlll dlctated agrlcultural use of the land for cropplng

After careful d1scuss1on 1t has been dec1ded in post—Mao years
to bulld the loess plateauAlnto an ‘animal husbandry and forestry base.
A massrve prOJect has been undertaken to bu1ld a 'Great Green Wall"‘
trees across northern China to protect the central areas from sand—
stormsw The Chlnese have.dlscovered that the bullding of shelter belts
reduces wlnd speeds, raises humidity levels, and reduces evaporat1on
by S\lgnlflflant amounts >0 It 1s.hoped the afforestation of the‘,d

: northern areas can also cause cllmatlc changes favorable to agrlculture.

/
i

Previous afforestation efforts in this area, however, have been
' . . . i . o . ‘ . - . v o )
dlfflcult due to in dequate ralnfall China's’forested area has slowly

risen from 84 of the total land area in 1958 to 10% in l964 to 12.7%

Lin 1979 w1th a goal of reachlng 20/ of the total land area’ by the year

h.2000 21 The area planted to trees between 1978 and 1980 wagfalmost as

o

large as that of the previous 27 years.52

. V. 'FACTORS AFFECTING LABOR
While modernization .is an importantvstep“for rural China; manyi

" of the capital inputs to'agriculture uSed_bj Western nations only
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serve to displace and convenience labor. Factors discussed in this

sectionbmuet be combined with previous faotors to raise grain output.
Mechanrzation policy is discussed firsr, followed by’traetor production,
“'farm implemente, draft animals, eleetrification, and.finall§ labor
itself.. | |

A.  Mechanization foligy

\

Mechanization has been a. controder81al and‘central subject for
government pollcy © As tructors haﬁibecomc a permanent part of” Sov1et
_dgricultore afterltheir collect1v1zat10n movement SO mechanloatlon
'becéme-thersymbol of  the new China.v Méo.emphasized colleetivizetion o
‘for akmore rapid mechanizarion of agriculuure. "Liu Shao-~- Chl, on the
other hand felt mechanlzatlon should be used as :an entlcement to flrst
demonstraﬁe the benefits of forming colleetioes. Both, howeyer, equated
'mechadization with agrdcultural propress. In the mid—lSSOfs‘é'etate
eCOnomic olénner named‘fo I-Po dsed survey.resulrS'to show mechanization;
orimarily served ro displeee labor,‘wighOUt,reiSing'yields‘per.unit of
land.‘ This brought about d Shifr in priorities to inouts-more directly
affgcting yreldSLas already discussed. AImproving.farm implements becade s
a trehsitional stepvtowardsvachieving méchénization.

with lehor shorteges'oceurrihg,during’the Great‘Leeo Forward Maoh
urged a ‘ten yéar program to accelerare agricultural meehenization which

‘ ‘ \ . : L .
vwas'adopted in 1959., Farm machinery b;reaus were established at ;he : |
';coonﬁy level throughour the'eoudtry..’wdth moderate polieies in the
poot -Leap’ years meehanlzatlon was a551gned a lower prlorlty, and less

investment'funding. ‘Whereas tractors had been a551gned from tractor

Qstations,to'the’communes_in-1958, they were transferred back to the-
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stations again after 1960. Semi-mechanization was stressed. .Mechan—
izedvpunps,‘using lesé steel and energy than tractors,»were popularized
for irrigation. Small walking tractors and rice traneplanters also had
a rapid growth in production about 1964=-65. -

Mechanization regained priority in agricultural policy//uring the

Cultural Revolution. Tractor controls was transferred back to the e

communes, while walking tractors became the focus of the mechanization

" program. Between 1965 and~l976 annual tractor_production increased by

~

five to six times.53 The tractor plowed area, hbwever, was less than

doubled between l965‘and'l973.54 Walking tractors‘were convenient ﬁor'

their speed in aid to multicropping, whereas their. use had previously .

been discouraged for having a shorter-cultivation‘depth than the

‘ 1mproved paddy plow.

Post—Mao 1eadersh1p has also accorded mechanization a high
priority. An earlier goal?of “bhasic mechanizatlon ,by 1980 was reaf-

'main work' in

firmed. This called for a 70% mechanization of the
agriculture, forestry, animal husbandry; sideline production, .and
flsheries,'although main work was not defined. By 1985 all maJor farm'

processes are:to be 857% mechanized. Between 1977 and 1980 the output

of large and medium sized tractors was to increase by 70%,.1arger

tractor drawn farm tools were to increase by 110%, walking tractors by

'oo32/ and the power capacity for 1rr1gation and drainage machinery was

55

'-to grow by 36%.77- More machinery is to be employed in rural comstruc-

tion, crop protection, transport harvesting, and the processing of

farm and 51deline products~ with speclfic needs met for specific areas.
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B. Tractor Production and Maintenance

Many early tractors were imported from the Soviet Union, while
\ , «

with Soviet gﬁsistance the first Chinese tractor ?actory was completed
in 1958, and went into full operation in 1959. Smallef plants weré
sparted in 1958, and placed under local jurisdiction. The tractors in

use steadily increased throughout the years, although production slowed

in the early 1960's.
The seven horse-power, walking tractor was found most suitable
to Chinese farms.: This two-wheeled, single-axle tractor'is compact,

and easily manoeuverable on small land segments.' It is c¢heaper and
complements the role of larger tractors, is easier to produce in local

s

-

factories, durable, a ‘mple to maintain and operate. The two wheeled

tractors are used for plowing, cultivating, pulling other machinery,

) L i ’ i~ "t*\‘l-v ) ) . . .
. and, with an attached trailer, are popular. transporting goods and

.

lbeoplé. vTheir tractive power, however, is ngl1éufficient fol heavy
work,'ﬁor fbr‘uég in very dry conditions. |

- Tractors in China havexbeen‘owned by state farms, by ﬁractor )
'spntioné, and by collectives and research institutions. State»férms
were the mbst impqrtén;vuséré of tfécto;s in the early years; but
decliﬁed later as 1a;d reclaﬁétion was de~empﬁasized. Tractor étationé
in‘éhina Wefe patﬁerned'aftgr thosé'already‘EXisﬁingvin the Sovig;'
vUnidn. The‘numbér of sucﬂ stations gréw mogtly.in 1956~57; and fgter
~in the mid*sixtieé. They wére later cailed_agficultural maqhiné
stations, és theif fuﬁctioné wi&éhgd\@ifh the growth in égrigyltural
machineryf‘ The statiomns owned no land éf their own, bgt,operafgd either
by’renting services to the-collectives, or by direét sales of machinery.

'~ The machine statiomns have teams assigned to each commune, and thus are



1ndlrectly supervised by the communes. - ' '

In the U.S.S5.R. tractor machine stations were abolished in 1957

in favor of collective ownership. This was not feasible for the

Chinese, however, asltra%tors were in limited supply and many communes
could not purchase all that they needed. The tedhnical personnel to
operatqund fepair traétors’are also limited. The emphasis on self
Ea : : , ,
,relianéé without regard to‘standardizatipn has created a proliferation
. of "tractor modeLs and de31gns which compllcates repair and maintenance.
Qpafe parts cannut be sﬁﬁ%tltuted between models, while the gquality of
“local Rxoduction is often poor. The adoption of two-wheeled tractors-
“has made it easier for communes to purchase and repair them, and thus
- switch to collectlve ownership.
| Whlle China empha51zes the collectlve purchase of machines, new
programs have called for key agrlcultural bases to be set up. These

J o
. bases are to use advanced machlnery and “equipment, and 1ntroduce

scientific methods of productio( and mgnagement. They are.to gradually

‘merce. Special companies ar

'

While}initial,concern»was to

[l

\g}th machlnes.

o .Q

2 . N

Y

were developed for pldwlnEV'tllllng;‘raking, pre351ng, sow1ng,.

Y]
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demonstrate and popularize the new and improved £00]s, mostly in the
northern areas. Foreign tools thought appropriate to China were intro-
duced, while emphasis was later given to the productioﬁ of laryger
tractor—-drawn implements.

‘Semi-mechanized tools, usi&g ball bearings in all turning joints,
were introduced after 1958. The variety and qu;ml:ity of improved
implements incrcused rapidly in the early sixties. The Chinese claim

, ,
that improved implements Have had a direct effect of raising unit
yields as well as easing tedious labor. As the transplanting of ficc
is the most labor-consuming operation in Chinese agriculture, various
transplantersbwefe developed with manual versions being wide%y adopted
in the early 1960's. o

The Chinese have ‘had difficulfles to overcome in the use of
implements as well. An uﬁfortu;ate lack of planning introduced twé—

o g%@% .

wheeled share plows from Russia which were too heavy

buffalo, could négabé used on pédd&iland‘or hilly 'slopes, and were too
2% . .

wid? f%; the narrow passaées between fields. The mass production of
the share‘plows ied to unused stockpiles as farmers could\hbt afford,
and refused to use them. ,The commdne movement also brought the loss
of maﬁy:tools as farmers neglected them in the fields where fhey were
'fuined by'the"elementé. Largerktopls oWned in-common were placed in
S%orage sheds under the care vf specially appointed commune members.

A final problem férkthe production and mainﬁenance of both toolé"
énd machines has been tﬁe acute éhortage of steel in China. Agriéu%furil
mﬁst compe;e for steel with industry, defeﬁse, and trapspdrtation,‘a¥}.
of:ﬁhich have ambitious targetsvfor modernization. While Chinéis steel
industry can be expanded in the longer run wi£h imported equipment fé%v
new cqmplex%§ this isialso limited by foreign‘exchange congtraints.

LN

« . t
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The lack of- steel, and Skilled techn1c1ans and operators continues to

oY
. - . o
be a’ hlndrance to Chlna s agrlcultural mechanlzatlon.» L o
©D. Draft Animals . .‘;ﬁ
N - |
v X - o : - : o o oL R
Many medium sized farm implements still require’draft. animals as. . -
a sourcé_of.bowér; while tractgrsﬂéannot‘be,used on many. soils during T L

T.WEt weather;"Draft animals’are used principally for irrigation,. for

‘turnlng prlmltlve v1llage mllls, and‘for localbtransport;

. causes’ of death have been‘overwork'“exce551ve heat‘or cold, and

.

b

Ryt

L, Anlmal numbers 1ncreased in post—war Chlna untll ‘the formatlon

o

of the collectives in 1955, Be51des peasant slaughter, longer term e g'}
. . A | : ; . L

P :
¢ a

‘diseasesl Draft anlmals have been fed prlmarlly on roughage, w1th only

\

,llimited amounts‘of concentrates. A shortage of fodder has hlndered the

ffas effectlve as prlvate ownershlp

= ‘
growth of anlnal numbers, Whlle communal care of anlmals dld not prove’
B o \U' . .o o

v Lar

In 1960 orders were 1ssued for the strengthenlng ‘and” proper care

';of_draft‘animals;“ ProviSion Was:tn:be-made for the production‘of

J'barefoot' (local) veterlnarlans, to prov1de each collectlve w1th

sufgicient;grass and fodder‘for.feeding; whilezinprobementsuin‘breeding4
and management ofianimals'wasburged.m Premihmsvhave‘on7OCCasion been
paid for welltdbné work infanimal care.;;Students‘have;been trainedvas

€,
\

'trained personnel. The shortage of veterlnarlans was extremely acute

i

3

duflng the 1960 s and the late 1950 S. 'Both-modern and natlve Veterln—'"

ary methods have been 1mproved Natlve prescrlptlons, herbs, and

~methods of dlagnosis and treatment have been studled Treatment for

o

“usedvforldiagnosis;Q. PR e

ap

sick animals.is,oftenrleft 'to native methods, while,modern,methods are

L



/,(ricefhusking; flour grinding

; ‘ . o ‘\‘ . : “' 1 : '
,havejalso been experimentedﬂyith.

Pl Lab%r'and'Field'Managem nt. p; o R

'fnot yet zero. A scarclty of labor Stlll exists in peak perlods of

Ca
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E. Electrification = . . o

! : ]
4 . . o
V. o

\

ugtil 1958. Rural hydroelectric. stations mushroomed during.the Great
7 ' - o . R L L . : . - .
LEavaorward{‘ However;uwith-the:failﬁ;e of-many water‘projects;'the

to al capac1ty of electrlt power actually 1nstalled was far short of

Ny

'that planned vRural generating stations‘had;a hlgh.productlon cost in

relatlon to e&ectr1c1ty generated by the natlonal networks. Electric

i

power“is used‘primarily for th procesSing of agrlculturalpproducts

animalﬁfeeds,,for water pumps, and for illumination. Electric plows
Ty
i

1
i

Y .__ . ) Y-, .
Chlna has ‘one of thv,hlghest rural pppulations per'unit\Of
. I \ e :

'arable land in the world 76 However,\the marginal product-of labor is-

'mult1cropp1ng schedules, whlle hand weedlng w1ll not soon be replaced

by chemlcals or machlne . The communesdgre turnlng more to machlnery
\" -

to ald 1n labor 1nten31ye tasks. ~Water wheels,'turned by men and

anlmals for lrrlgatlon,-are belng replaced by power drlven pumps. The_,

'commune system ensures that workers do not go unemployed although thev

product1v1ty of thelr labor may not be great. Incentlves to work have

»8 Ch : - v -

been 4 major problem, but recent pollcy changes are. encouraglng “to the'

2
farmers. SR . ’
?.vxl. L g - :

@

-

, for the preparation of fertilizers and
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ﬁbdernizing rural farm techniqueSu_ Changes in traditional attitudes

: 'Z}‘fg -

and techn1ques H@ve been brought about by permanently 1nsta111ng in the

countrys1de a vast network of semlmodern 1ndustr1es Urban youths,
' relocated in the country51oes, were also counted on to stlmulate rural

'modernizétion, althopgh many of these are now fllterlng back to the
,;eities; "While the toola and;nachinea'producedlby the colleotives'are‘d
‘1acking“iﬁ%hothkqnalfty.and guantity, what enists_is°nsed.inﬁa labor-
intensive way;:‘Lahor is used heavily in conjunction'with existing‘

.capltal 1nputs, whfle'the‘uée'of labor-alone.is being reduced.‘r”ﬁ,

Fleld management 1s to co- ordlnate all the steps of farmlng\ 4ﬁ31a

“hf(lrrlgatlon dlalnage weedlng, and tlmely appllLathn of fertlllzer)

.

: in-proper relatlon to the weather, 3011, and growth of the crop.r Whlle

jhthe capabllltlea of the farmers were stlfled somewhat under the com-

~'muna1 leadershlp, much greater freedom 1s belngqglven “how for 1nd1v1dual

'Jdecisionjmaking‘in farming} Sc1ence is. belng uaed inlconjunctlon w1th

| sdcceszul-nethods Of?the'past.' The timing of'fertilizer and-waterg
:@& : : :

_applloatlon is carefully tested to make max1mum use~of llmlted resour—
. 5 , -

ces.'fIn the?)é&ds of the Cnlnese, "We grow our crops as’ carefully as

one'does;embr01dery .

; .

VI, SUMMARY OF PRODUCTIOM.FACTORS  ~

'China‘halvbeen able to control*floods and provide irrigation.gg
T o N . . ) o :

;'&atef through' he bnilding of large ‘and’ small dams’ for water storage,> 3

the drllllng o} jtuhe wells 1n the north, the improvement of 1rrigat10n
_'and dralnage ffc111t1es,1n Blgh‘productlon areas’ ofuthe south and‘the'
redlrectlon offYangtze rlver water to northern coastal areas along the

Grand CanaL."While'organicvfertilizers are the maJor'source of

& .



_much since the costs of addltlonal crops are high in comparlson to

‘are éncouraged The empha31s on max1m121ng the cropplng ‘area has

o R | .'~‘ » y.:; : C <
. 1 | L

.‘nutrients for agriculture, the use of chemical'fertilizers has grown

. ] o - ' ‘
rapidly. High‘and‘stable yield areas have successfully combined
irrigation improvementsg chemical fertilizersx high yielding grain
varietiés, insecticides, and higher;levels of multicropping to-taiSe‘

v
A . S

China's grainhoﬁtput. The' domestic production of fertilizers#has been

boosted by -imports of.large fertilizer_plantshfrom Enrope'and Japan.

.Crop: protection is based on cultural practises'while'farmersiare

-

learningutd use pesticides and insect predators: to combat pests andh'

diseases. While China has introduced some new grain varjeties, agri- =

cultural research 1s weak due Lo polltlcal dlsruptlons."
Multlcropplng has 1ncreased steadlly, but is not emphaslzed as
other productlve pursu1ts for the tarmers Rice, corn, and,potatoes

have been substltuted for other graln crops to- achleve hlgher ylelds.

,Complementary,crops are grown‘in'the same fields, which compllcatesbthe]

use of machlnery and fertlllzers.. ollcy now is favorlng a shlft away
/ : .

Erom graln crops to’ other forms of agrlculture. Sldellne occupatlons'
. ; o . .

changed to the use of marglnal lands fOr anlmal husbandry and forestry

® i .

A ma531ve shelter belt of trees 1s belng planted across north Chlna in

an‘attemptlto'transform the,loess plateau area, prevent,soil erosion,

and alter cllmatlc CondlthﬂS. .

e

;u fos

throuOh the . adoptlon of two wheeled tractors,\rlce transplanters,_ L

.

irr1gat10n pumps, and the 1mprovement of implements.- Repalr and

.‘.

fin machinery models, whlle steel and enefgy are’ 1n short supply Labor

i

Ty,

Méchanlzatlon pollcy has adJusted to Chlna S agrlcultural needs

malntenance gf machlnery is compllcated by the lack of standardlzatlon :

3‘(
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il

>éhdﬂénimé1 power are still used to a 1arge extent in farming wh11e

o

ﬁbdérn.fa/ﬁ ng methods are gradually’belng 1ntroduced

s 0%
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' CHAPTER.THREE

(‘ \y -
- GRAIN MARKETING IN CHINA

I. INTRODUCTION -

Whereas Chapter Two discusses the factors involved-insproducing
China's grain, marketing in§olves the processes, institutions, and

pr1c1ng pOllCleS for the graln after it has been produced to the tlme.
®

of its eventual consumpt;on; An overv1ew or marketlng procedures and

pdlicies is' first given for prerwar Chi&a.' Grain marketingnpolicy and .

structure are then_discussed for post—War China. Grain reserves,
transportatlon, and ‘the banking system are all 1ncluded due to. their
vital r%le in galnlng an overall plcture of Chlna s domestlc and

foreign trade in grains.

IT. .MARKETING IN PRE-WAR CHINA.

< A. ‘Policz

Marketing,did not play a major role in China's traditiqnal
agriculture."Ruralvfamilies'and viilages were,largely'self—sufficient

and remain so to a large extent today. Chinese farmers-have'had,little

surplus produce and: theref; e’limited purcha51ng power. While payments

e

of rent and taxes in kin reated a flow of,graln;towards the cities,

the serv1ces received ln return were not consumable items. Mbney does

8

not appear to have bécome the princ1pal means of exchange in rural China

"
ki

”until sometime in the late nineteenth and early twentieth'centuries.

63 \
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Moreoyer traders‘yere placed at the lowest end of the‘Confucran‘
aocial\ordér. A Chinesevproverb’says, "éhi; nong, gong, ahang"; meaning
officiala,vfarmers, workers, buyers and sellers. The elite classes
Jwere the government officials and landowners. Farming Was”respectable
and honest, but those inyolyed in commerce were viewed as cheating‘and
"exploiting the poorer classee. |
China's distrust for tradera is evidenced by her reaction to the
commercial initiatives of Western nations, Only by force were the
treaty portsvopened; The Conmuniet emphasie on‘se1f>reliance iéxa
carryoner of Cnina's proud oast{'oombined.with the social distaste for‘
commercef As China's farmers'gradually became receptive to;narketd \
forces in the past century, so modern China isvlearning the gains to
. be made from'international_trade today._g . : ’ , STy
B. Strnctnre L ———ei
Transportatlon has been the greatest 1mped1ment to trade w1th1n
Chlna In the 1930's transportation averaged 85% and taxes 12%. of the“a
.marketlng cost tovdistant destmatlons.l Farmers grew grain due to thej:
high freight expense'of'bu§ing it elsewhere, Thia led to rnefficiencies
'of;land_use in remote areas.

/ : . . . , : .

! Many losses'occurred.throngh improper atorage'andThandling of
goods.' Storage facilitiesdand roadsvfor'grain-earta.were lacking.
Gradlng standards were non—ex1stent tor moat products, although export
comnoditiestsnch as tung oil, silk, hog brlstles, and tea were tested
and graded by government bureaus.b Dlshonest welghts and measures and
‘the adulteration of products by mlddlemen were common.

’

Local'or rural mafkets, held on certain-designated days, existed
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V
for produce trede among villagers. Town markets existed for trade
between villagers and sellers of consumer-items,.and a la;ger network
existed for collecting rice in major cities of 'the producing areas for.
shipment to coaseal;ufban centers. In general gﬁce was moved from prb—

ducing areas to rice‘collection_centers'by junk and from eollectibn

‘markets to urban consumer markets by steamship or railroad. The dif-

“ficulty aﬁd expense of obtaining grain from inland areas led traders in

coastal cities to import rice'and'wheat from abroad.

-
o

IITI. POST-WAR MARKETING POLICY

3

In a free enterprise syseeh prices change‘to’equage'the'demand
for goods -and services with the existing supply. ﬁorkers recei&e wages
eccordlng to their product1v1ty whlch will bring an unequal dlstflbutlon
of wealth due to the differing ebilities-and desires of individuals.
The céﬁmunist-éyetem, in seekiﬁg an»equal.disﬁribetioﬁ of‘goodé and

serv1ces, faces the awkward dec151on of how to prov1de 1ncent1ves to

work., Unable to motivate the people except through economlc 1ncent1ves,

:tﬁe Chinesevgovernmeet has decided to sacrifice Striet equallty in-
wealtﬁ,to achieve a greeter_goal of soeialisf pfosperity; Marketing
pollcy in China follows the early use of prlce incentlves, through the
attempts at strlct central plannlng, to current procedures of grain

procurement.

A. Pricing and Taxation in the Early Years

- In pre-war yeare, Chinese farmers were heavily oriented to the
market and the prices paid for their prodﬁce. While increasing grain

production was a major priority for the early Communist fegime;

k4
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~agricultural product ;for industry and export, such as cotton, silk,
tea, and tobacco, had| suffered the gfeatgst damage dgring the war and
thereforéfrated top priority for the ‘development of industry. Without
an éstablished state commercial network, the free market was used to
bring about this recovery.' Purchase prices for cotton were Setifavor—‘
.abiy‘in terms of grain throughout the counfry. By signing aévagce |
purchase contracts, farmers could receive a-partial payment in the
spring fOE théir fall crops‘which they agreed to sellto thé governménf
purchasing agency. Purchase‘pricing methods wére successful in faising
output for key iteﬁs,ﬁbut weré'ébanddped when.prodqctién returnedjto
accepﬁable levelsJ the governmeﬁt did'ﬁotAwanﬁ to favor industrial and
export crops too . long for fear of endéngering the more-important grain
p:oductioh. v

.Graiﬁ]%gécing and taxatién have been closely connected in post-—

¥

war China. Agriculture was the earliest source of government revenue

- for many reasons.- Grain taxes had been’ the traditional source of
revenue, énd, with disorder and rampant;inflatiqn in 1949,.it‘was also

the .easiest source of income. .Government poweﬁ/agg centered in the
. : . .
| Y
]

rural areas, and grain was needed to feed the\army and uﬁban workers.

. _ AN e
So, without an established monetary system, the\Egggcultural tax, paid
_ N : _ . ‘ N ) ,
in kihd, was reintroduced. Fixed in quantity after 19387\;hg’£§x con-
L . . s .
’ . . : . . , ‘\\
tinues to be paid in. kind today. N ' ‘ T

While most important for a few years, the agricultural tax Was
not the ohlyusoufcé of rural revenue for the government.  From 1952 on,

the sale of industrial products. to the farmers, including profits of

Fr

state enterprises, became a greater source of funds than the grain.tax.

By 1953 the income from industrial sales to agriculture was over three



times that of the basicvﬁrain tax.2

With grain prices belng set low" in reli;lonwhﬁdother Crops tﬂk

government soon foundgreat dlleculty in obtaln §
“5/ »

:adequate amounts of
marketed produee. Grain exports were neeﬂéd to pgy for induetrial
imports.anhe growing erbah popuiaticn'and.a poor harvest in-1953
brought a crisis in securing grain suppliee.‘ State grain sales were
far ‘ahead of grain perchases, S0, withﬂfew options, cpmpulsory grain
delivery quotas were introduced.

’Grain quetas were similar to the egricultural tax except quqta

grain was compensated for. The agricultural tax,was based on the

"normal' yield of the land in an ordinary year, and was payvable in the

- predominant crop of the area. The amount of the tax was fixed for

T o s .
three years to minimize resistance by farmers. Quotas were also baséd

|

on the normal yield. Any 'surplus households had above the normal yieldﬂ

1

‘and after'meeting:consumption and planting needs was taxable. ' The

quota was fixed for three years at eighty to nlnety per cent of this

sgrplus'quantity in Ihe 1955'harvest Year.3 A f%rmer was free to sell
anyvedditionalvgrain beyond the quota to the government, om a state |
market, or privately to-Viliagers, but few farmers had any surplus ~
beyond the qeota;

Compulsory quotas for other prdducts soqp followed‘the grain
quotas; puttlng an end to free market, purchase—prlce policy. / The price

t

paid for quota graln was undoubtedly lower than that whlch would have

held under a~free market system.‘ Graln prices ceased to play a dlrect

role in marketing, but were not set abnormally low. A hlgher price .

i

would have increased rural income, and. the demand for consumer items

which were in short sﬁpply, while a lower price would dangerously

&
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)

discouragl grain production. Graln was in high demand, reversing the
earlier crop priorities, but without material incentives for raising
t

production.

B. Collective Agriculture and the Return to Market Forces

!

National agricultural plans have been formed since the beginning
of the present regime. 1In the‘ear]y years the governmgnt COuld\only
rely on' price poliéy and 1andfreform to achieve its goals, but cdllec~
tive agriculture enabled Fhe‘use éf more direct measures. It was
written into basic coqperative regulatiéns ;hat each‘pnittShoqld dpGW‘
up a plén-qf‘prdductiqn, sown aréé, sgles;_manpower, and so forth,
accordAwith producfion and purchase plans of the stéte, . Target figures N

could be broken down at various administrative levels to eventually

reach each cooperative, whiclh would then have a basic set of physical

’

output and sown area targets. Price and incame effect§ need not be

i

Con31dered as - they were replaced by these target ﬁlgures

However with unreallstlcall} hlgh goals set and plans often

uncoordinatéd, the state targets’were either_ignored or applied mech-

-anically regardless of their effects on productlon.r The governmént

emph351zed flex1b111ty at lower 1evels to adjust for local 31tuat10ns

aad needs, but in 1958 decided instead .to abandon dlrect planning: and

.substitute purchasé quOtas asrthe main methéd of control. The reintro-

duction of price pollcy was compllcated by the dlscovery that collect1ve~

é%?

agrlculture was not receptlve to prlce changes. Manv crops in 1957 had -

their prlces raised to encourage productlon, but actuallv suffered a
: q.:f B .

drop in output.4 As cadres were motivated‘more by phy51ca1 ou;put'

targets and qrash‘programs, and not so much by EEiCe and income



W v

A o ! . . . "

Fedr

consideratlons; the success of u31ng price policy to raise output meant

that dec151on maklng had to- be centered in smaller unltS, the teams,

'vahere farmers carrled more 1nfluence 3 o w0 o S e

[} : v

) ) SubSidlary operatipns, such as hog and poultry ralsing. and vege—.
.zable crops, had suffered the most during thewcollectlve movement Theppi‘ i i
"abolitlon of rural markets durlng the establishmentrof the communes caus—.L‘vd S h
dﬁﬁed.extens1ve disruptlons to local trading | The 1neff1c1ency of agricdl— S

l»tural dec151ons belng made at the commune lcvel was obscured by 1naccur—_"

. ate reporting All backward moves. met w1th res1stance and cr1t1c1sm,‘ el s

A . . .
. .

“and so proceeded slowly. The free market was\relntroduced through trade
, s .

'._u‘:fairs in. 1959 private plots were. agaln allowed An 1960 while ownershlpﬂ

L 8 B e e

/Qand resource control were returned to the team level after l96l The . ... 7 >:->_[<Q

-‘rural markets were tolerated in the early 1960 S crlticlzed during the RREAR A YL T,

\

C @

‘Cultural Revolution, and eventually manlpulhted in the 1970' ) jjﬁ“. N
: i . § o Y -/ - m : '\‘

N -
\ 3

- C. .Present Grain Procurement and Poligy o ‘,"’y? B R L S ,-,i'f

N 5,

Twenty to twenty three per qent of the Chlnese grain harvest was
Jﬁmarketed in the: mld 1970 s compared to ZBA in- 1953 57,5 The current .) EED o

1‘-"‘-,&-,_,portlon is almost 1dent1cal to: the percentage of populatlon in, the urban

"dreas.'vTable 3 l gives an example of state graln procurement and prices ' ‘ :

'v‘for Fugang Xlan (County) in Guangdong (Canton) Four types of graln o

<

'liprocurement are 1nd1cated progre351vely differlng in the degree of

A . r . ) -
'f?fwillingness w1th whlchtbhe unlds sell to the state.vfmge agrlcultural L IR ‘T‘ﬁ;
;i.tax and the jfixed quota purchase are descrlbed as compulsory Thefj.'

Z'grain tax 1s fixed infabsolute terms,-and has declined from about lZZf;'

L

' of output 1n 1952 to about 5% 1n 1974“'5 The fixed quota purchase is set
,,). ; . i"ﬂ.ﬂ» . . . vv vA it

“Tln level during and for the duration of the five year plans.it, ‘pf*.>f FE IS PR

B ’ S .
Above quota purohases wére 1ntroduced in i957 and are set

Lo

A o

s

ezt
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N C.
: 'TABLE 3-1
BN L
Grain Procurement 1n
, Fugang Xlan, Guangdong Prov1nee (1978)
i
: .‘° -l S ’,",‘ Graianoantity-T Purchase;PniEe»
RO | (10,000 jin) . . (Yuan per jin)
Agricnlturaerax‘ 1,054 :f'n/a
‘»leed Quota Purchase K. : ”:‘”. 098
Above Quota Purchase:"f;u‘¥~ . ’?A»;v.lgﬁ“'
/ . ‘. — .f ;“& “’-‘ .‘rtk o : L .
5 _Dlscuss;On_Purohase B “ w196
’ | ‘Total State Purthase | " nja kg
’7‘;,l . Total'Grain Output.~ ] .”in/a'f‘ K
‘:Hx"’ $OURCE Nev1lle Maxwell and Peter Nolan,_ Reports'frOm,.q
o Chlna The Procurement of Graln,f The China Quarterly.82 - =
: '(June 1980) 306 o R PV g
‘ ‘annually 1n llght of each unlt 5 plantlng plan and state needs. Units

'*are requlred to dellver the de31gnated portlon of thelr output, but are

¥ e 2

‘not pena11zed for fallure to do so Once farmers.havermetrthese'flrst¥§$’

'“three obllgatlons then they are ellglble to make a 'dlscu551on
e " with‘the'state. »The d15cussionapurChaSes were_intté)uced-in,l972—73 to

induce farmers to sell more graln to the state than they would otherw1se
. . 5 ¥ : .

N

be w1111ng to glve up at- the less than market prlces

o

FarmerS'are also

o . ",free to sell thls surplus graln 1n the V1llage markets,‘where prlces are

_closely monltored by the state for negotlatlngﬁdlscuss1on prlces

3 ’- .

Productlon unlts are only requlred to sell above quota graln when'

"
-

hthelr per caplta supplles have reached de51gnated 1evels.' If supplles

! N o . ‘ . ’ ! \ ' ﬂ | »
jkf,»l\,:.‘fvbfare extremely 1ow, the - unlts are exempte&.ﬁrOm flxed quota dellver1es
SoErin e s . '
L weoe. . as well while the requlred graln is: Sﬁﬁi;b3Ck t% the. °°lleCtives at.the-
. 2 . i 7 23 £ ‘ ‘ b ’
g . same flxed purchase price. Loans ‘or 8raﬂts are’ extEnded to. very poor
AR L i et | , e | ‘
SN L. B e Ty S ”’3 -"7u-"/r\ﬁ. e
2 i SRR S G SR
[ . ot S S ;
W o | . L
I | 5 [

purchase - °

ey

%‘éﬁ ;
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areas to pover graln costs
| From 1957 to the early 1970 sbabove quota‘purchases received the f

‘}bsame state prlces as fixed quota purc:hases.'8 In 1972-73 ‘the above
.’quota purchasevprlce was - set 20 to 30/ abdve the flxed quota graln
kprlce,.and was.ralsed to a 50/ premlum in 1979 ? The procurement'

prlces for rlce and wheat rose.by 19. SA and 78 l/ respectlvely between -

lO

1956 and l972 The fixed quota purchase prlce is reported in 1978 to

,bbe'twice thergrain price of 1949, with a further3204’1ncrease to oceur
in 1979{11 In91965¥75'theVaverage wheat importmprice'was a.out two-—

thlrds of the voluntary procurement prlce and 80/ of ‘the avérage pro—
curement prlce 12 The graln 1mports have allowed the government to

stablllze and;&educe state graln purchases -as an 1ncent1ve to farmers 13_

vFurther.policy changeélare also prov1d1ng-farmers with greater

. ;work incentivesﬁ Those”who.are*succeSSful-infsideline-pursuits are now

_commended for thelr 1ndustry rather than belng branded as capltallsts
h,}a’respon31b111ty system has. begtn.to)eontraot productlon w1th 1nc11v1dual-i
‘ ‘households by grantlng them stewardshlp-over fleld plots Dra%t anlmals
zland larger 1mplements remaln collectlve property, and plannlng is Stlll

JREN &)

: done by team leaders, but households keep money or produce remalning :

/ ; i
after-the:oontract;is fulfilled./ The Tnew', system is helplng to ralse ﬁh

) China's agrlcultural.productionl
. i | .h . L B : b . . Lo

'IV. THE STRUCTURE FOR INTERNAL TRADE AND CONSUMPTION - ./

Trade and conmerce have been unpopular terms in communlst l

1deology Monetary exchanges were seen as leading to corruptlon and the

: - ‘¢
unequal dlvision of wealth For a t1me 1t was debated.whether any EN

i

7monetary transactions at all should be. allowed., Barter‘arrangements,'

5.
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however, have proved impractical.  Rather than trade in a Western .

s

sense; the distribution of goodsin a communist‘society is"planned’ at

‘ various levels of’ government.‘ Such plannlng should theoretically
balance the avallable supply of goods w1th what‘are needed and de31red
by the people | While Chlna has been able to- plan the dlstrlbutlon of
goods 1n short supply, waste has also occurred through unwanted stock—
plles when consumer preferences have been neglected v The organlzatlons

‘for dlstrlbutlon ‘and procurement of goods 1n general are‘flrst dlscussed

"while planned'pUrChasefand supply of agrlcultural comnodltles(are:

Y R

'glexamined in more detail. - it

PP - - PR :
‘A, Organization For'!Domestic Trade:

¥

)
: N R
el R

China'has'continued’to use :lannin vtovallocate‘ riority ‘goods
P g P :

uch ‘as energy, key Yaw materlals, capltal goods,’lmportant export :

‘items goods transferred betweengprov1nces, staple good products, and’

'cotton. Markets and prlces, however, have been allOWed to allocate

other goods whlch do not: rate as: high a. prlorlty Most market act1v1ty

Ly ds ev1denced through the rural trade falrs whlch ?eet about once every
vfive'days.’ Collectlve ‘commerce occurs through stores and’ procurement f

|

statlonsvrun by the supply and marketlng cooperatlves located e1ther 1n -
Arural:prOduction brigades or communeftowns. Urban trade is’ dom;nated
by state;owned commercial enterprlses.

: The prlvatevownershlp of domestlc comnerce 1n.1950 was changed

Y. to a. sociallst ownership by 49§¥mk\2arect takeover, dlscrlminatory and “p SN

conflscatory taxat1on, control of essent1a1 1nputs,‘output price

el



~ ,amalgamate all these cooperatives 1nto various departments of the_
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Wholesale trade‘mas‘socialized first with.retailvtrade following.

’ : ;
gState—capitalist commerce used the private partner in the bu31ness for
technical expertise until cadres COuld“be,tralned.i The Capltallst
‘partners were then relegated to labor vork.

State enterprises are dlstinct from collective operatlons in that
they,arejowned,by ‘the state (ie. all the'people)..iThey are dlrectly
subjectxto state planning, managers‘are-appointed-by‘the government,'
and their o] "@“t is state property, distrlbuted at off1c1ally set.

kprlces. Proflts of the enterprlses are thus re&urned to ‘the statef

treaSuryj Collectlves or cooperatives are owned by the people making

‘up that group Workers in colledtive undertakings recelve a share of -

)rl{ ;

'the re31dual income after expenses an@.taxes have been deducted

e .
¥ . I . : ot .

,‘nd marketlng cooperatlves ba51cally ex1st in the rural

*

4areas, wf%h 90/ of the 1954 membershlp belng peasants.lj Thelr develop—

~,

‘ment was initially encouraged by p?%ferential treatméﬂ@ inﬁtaxatlon,

© e - o
¢

'_loanss and transport of,goodsvr These cooperat1ves sell consumer.goods,'

.Supplies, and equipment to the farmers.' They also represent the state
yln purcha51ng many agrlcultural commodltles from tﬁ§§¥armers; Much of

of agricultural produce is also handled by the supply

- and marketlng cooperatives.i These cooperatives are dlStlnCt from the»
- producer cooperatives (teams and brigades), and coex1st with handicraft

o and credit cooperatives.v The commune movement in 1958 set out to

-

~commune 1tself.. Although nominally a collective body, the supply and¢ S

marketing cooperatives have close state superv151on and are basically

* R
-~

vstate organs, despite on- occasion having strained relatians w1th the

« -

higherastate commercial organs.‘ I B ~ ,,;d

e
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FIGURE 3-1 f _
A : . ot i ) . . A
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Figure 3-1 is an organizational chart for domestic commerce

today. The Minlstry of Trade 1s respon51ble for all domestlc trade,_

Qcoordinating this trade. w1th other government minlstries in conjunction
) ¥

the national plan. «Once the plan has been-prepared, the operﬂﬁion—

3

wit

\)

al d tails become ‘the responSibility of’ prov1nc1al municipal au@ lower
- h@vel trade bodies. The splrit of decentralizatlomg as set out during
the commune. movement, gives these lower level bodles some degfee of

flex1bility in carrying out the plan.' Commodlty 01rCulation is now

I . . d)_»_":
looked upon*as a propcr activ1ty, to be promoted w1th certain safeguards.

A W
A large number of lower;level retaii outlets and purchase p01nts in both

P

urban'and Ty alzareas reduces crowding in stores and helps state traders

determlne consumer preferences.

)
[t

i

In '1950 the Ministyy of Trade established Spec1alized dnd
separate corporations foﬁﬁaﬁgernal and external trade in major items.

v Grain, cotton, general goods, salt, coal and building materials, and

native- products were- the original six corporations for 1nternal trade.

: : &
'Regional cqrporations for ‘these commodities were ‘set- up under the Jurls—

xr*i i ! ‘ﬁ
dlCthn of the national corporation. For grain,-general goodsJ

B

native products separate corporations were formed in each prov1nce under

.the superV1sion of the reg‘?nal body. and the provincial department of

: commerce. _The regional and- provincial departments of trade, besides

'coordinating the operations of the commodity corporations i

-

“respective areas, also fix prices at the smaller centres and control
g :
. private trade. The formation of the supply and marketing cooperatives N

- ‘eitendedﬁﬁtate control%gfccommerce-to the local levels.

2
L




8

- B. ' Planned Purchase and Sunplyv

-ln l9§é’the state‘commercial organs gained a‘monoPoly in the .,
dealing of manf lmportant commodities through the inttoduction of |
'planned purchase and planned supply' and funified_purchase'. The

" commetcial depa%tments of the state together with the supgly andv
margeting cooperatives became the sole authoriaed buyers of the speci-
fied commodities. | | —

e

" Goods under‘fﬁlanned supply' were rationed;to consumers.' These

essentlal commodltles 1ncluded gralns, edlble 01ls, raw cotton, yarn,

R

, =5 ; s ,
and cloth el all goods under the control of state corporatlons.

~¢resently gralns, edlble 0115, and cotton are c13851f1ed as first -
category goods.lsv Their collection and purchase is handled by a NN

commune procurement statlon -and the state tax offlce,tboth located at _ “ S0

commune headquarters.v Colléction'of the agricultural tax will involve
both these offices, while only»the.nurchasing station'mill-be‘involved
for uota pufchases; «The team is,responsihle for making its own c¢on-

trz:ted delivery of fitSt categoty'goods to the’communeipurchasing'

station, thus bypassingbthevsupply'and marketing'cooperatiges.

‘The 1953 plan for.'unifled pufchasegdcoveted‘items significant
vto the national economy forIconsumptlon:otdforfexoort. These 'sec0n4~
categoty"goods include noultfy; oigs,:eggs,‘ftUit, and vegetables.
These commoditiesvare not rationed,i6 but are putchased'from teams,

o . -
brlgades, or households throﬁgh the supply and marketlng cooperat1ves

at the'commune or brigade level. These purchases can “be made directly

with farmers on contract terms or through the rural markets which the

i commune supetvises. 'Unified‘purchase —in 1953 meant monopolyocontrol'
.bydthe state, but'nowrsecond‘categoty goods ' are also soldvprivately.

! .
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Other'goods would come under a third category, not subject to

v
EXY

central distribution, but controlled’by local'authorities'when neces-

‘sary.

C. Rationing

s

‘ , ‘ : R
Dwight H. Perkins distinguishes between formal and 'de facto'

«a s

Yo 17 . (rat '
rationing, .which would correspond somewhat to first and second cate~ -

‘gory goods . Formal rationing refers to distrlbution by means Qf

'specially issued coupons or other dev1ces that must be presented ‘along

with money at the time of purchase. In the rural teams a b§s1t-grain
ration is guaranteed.’ Rationing of grain, Vegetableroil, and soy sauce

to urban re51dents continues in ‘China today. 'De facto' rationing

i

- means that a consumer can buy all he wants of a commodity when it is

v»: available, but since it has a limited supply thlS will lead to queuing

up and distribution by 'first come, first served'

Ratloning began w1th the 1ntroduction of compulsory grain pur*
chasepquOtas in 1953. With ‘grain becoming short in supply this was- the
easiest way for the state to handle distribution. Raising prices was
politically unacceptable due to the hyperinflation enperienced during,
‘the final years of Nationalist ruie. Since grain demand is price
inelastic,18 raising prices mould-only have led to greaterrinequality
in’distribution. Rationing also.ensured’that producers of industrial

crops such as cotton would not switch to grain instead. The introduc—

.‘tion‘of communal»méss‘halls in 1958 briefly changed the-method of‘

grain distribution, but these were soon abandoned.v Rationing was -

particularly important . during the famine years of 1960—62 when the

equitable distribution of food was the only thing preventing widespread




~a problem, byt Withvless rigid restrictions many are now occupied in

.78

starvation,

Perkins estimates that commodities not formally rationed made

5up over half of all consumer expenditures in the. initial years. .

-y

Prices were set for some commodities with a steady supply, but a general

‘freedom in pricing of residual items was followed to avoid queuing up.

Often; however, the market would be disrupted When capitalism needed to

s

be controlled. De facto rationing became universal for commodities at

official pfices‘during the heavy inflationary pressure of 1960-62.

'Black marketing became common in this period. . General purpoeé’ration

L

coupons for buying many items were introduced at thi¥ time.
The growth of urban population has been the principal® reason for
rising grain demands 'in the cities. Chinese¢grain démand is probably
income inelastic, 0 so rising urban.incomes have not necessarily raised

-

”urbag,graln demand.. Chlna has l&mlted urban populatlons somewhat by

i

Ny

‘sending youth back to rural areas, and not’ 1ssu1ng~themogra1n rations

ifvthey'réturn'uhlawfully. ‘The unemployment of urban youth has beei

city sideline operations.: Much o& the rationing has been done away
with due to the more prosperous agrlcultural economy . Grain'ratiohs_
are suff1c1ent for good health but the tool remains in -place should

troubled times recur.

—-

V. CHINA'S BANKING SYATEM
. i . é

After the questlon of the proper role for 'capitalistic' rural -

markets and ?arket prices, the leading debate in the domestic commerce"

2 ’ -
area has been over decentrallzation and local’ autonomy 1 Each commune

was encouraged to 1ook after its own needs as best p0351ble. ghe
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r

* variable sales taxes iﬁﬁroduceﬂ in the 1950's and the state control of

commerce has isolated major sectors such as agriculture, industry, and

22

the urban market for consumer goods. While more direct exchanges

between regions and between economic sectors are now encouraged, domes-—
" tic trade ‘and specialization are still restricted by continued efforts
of self-reliance. The greatest bottleneck to interregional trade is

still the high cost of transportation. .
) ' 2 ‘
Contrary to the 'cellular' nature of China's commercial economy,23

China's banking system illustrates a countrywide intricacy. This sec-

tion first discusses tﬁe-Bpegefeons of the People's Bank, followed by
China's currency, agricultural,lbehs, and the international financing

performed by the Bank China.- » ’

A. The People -
:-%} . . P

@

&

‘Since centrally planned countrles such as Chlna have con81dered

- money to be the root of all ev11 a strlct conerol o&er banklng is to
be expected. China' s monetafy and financial system is summarlzed by :
saying . 'the People's ﬁank,lthe sole autonomous'finaneial institutlon,j

receiQesvthe depositsrof private individuals, enterprises, people's
communes, and state departments, and it grants loans to enterprises.
The People s Bank has petformed an integratlng and unlfylng functlon
in Cﬂlna s‘economy, as well as providlng a system of checks on the flow
of funds.v' h |
The People's Bank orlglnated wlthbthe Communlst Party, off1c1all§
'belng formed through a merger of existlng banks in 1948 The domlnant
banks at that time were the modern Chlnese banks, some ef which were'

Owned by the Nationallst Government andcsome OWned by private interests.

Y
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These modern banks were confiscated and - "ther incorporated'lnto the
People'g Bank or abolished. Smaller banks became part of the Joint-

‘State PriVate Bank under the control of the People's Bank, and foreign

{
i

baﬂk;fwere virtually eliminated. An exception:for the foreign banks is
two Bfitish banks still oberating branches in Shénghai. These branches,
»hogévet, éngage solely.in- the financing of foreign trade and exchange
tfénsactions, neither accepting savings accounts nor gr;nting l&ahs.t

The People's Bank reports directly to the State Council, and thus
' . /ol .
~ s

is separated from the jurisdiction of the Ministry of Finance. This is
an important feature because it has enabled the People's Bank to main-
tain a centralized control while other government ministries became

decentralized during the commune movement. It holds the accounts of

- - . [ . . 3 . y c“. 0 oy
all state organs and public.institutions. All state financial tran%— .

-

actions must be made exclusivély by Bank book transfers. The colléTtiqn

of taxes, however, is hahdled by other state departments. State credit

balances do not earn interest. . S L |

, .
. . y "

The bank,perfotms a control and audit function on the state :%

—_

administration. Budget allocations of capital to state enterprises are

entered as qkpeﬁditures in the’staté's accounts. The bank is responsible

to see tﬁaﬁ revenues‘and expénditures are balanced, and in accord wEth

c
ot

/

the statg/finahcial'plan. Transactlons of state enterprises are cl sely

'watched and all profits remitt d to‘state revenue. With a fullvpicturev

. ) _ , |
of the/operatlons of every ‘ente tprlse and 1nst1tutlon 1n the count yg,

eople s Bank can thus act as a Egl
. . ) ;y\

The People s Bank is Slmultaneously the central bank§aud the

S

'/ﬂargestvﬁank,in'direct“contact with consumers. S

S g

I3

e L Lo



. -equivalent terms are Romanized from the C

B. -The People's Currency .

minbi or yuan. ~ These

China's currency is known either as

erring to the cost of

Lot

currency' and.'dollat' respectively.b When rof
anything tbis is usually quoted in yuan.* When comparing China's

currencylwith—that'of other nations, gguminbi will often be used. For
simplicitn, only the yuan will be rcterred to in this paper.

The yuan is the sole legal tender in China, but” has no exchange

fate with gold. The government sets the officia1~exchange rate with

the U.S. dollar. “In 1973 the Yuan was worth §$.50 U.S., a significant’
nnderValuation, but‘has'since appreciated to a 1980 eﬁchange value of
25 |

1

" One of ‘the most 1mportant accompllshments of the People's -
[ _% ' .

Government after comlng to power was to bring inflatlon under control

wv?

$ 67 U.s.

Slnce then Chlnese monetary policy has. tonstantly sought to match the

'

money supply to the quantlty bf avallable goods.

/

fp words .and mean 'pedple's

- ," Currency c1rcu1at10n in Chlna is severly restrlcted Only about

10% of all;transaetions are made in cash, with other transactions

belng book transfers through the People s Bank. 26 Most‘cnrrency

released is for payment of wages: ¢ and thus is spent on consumer goods

'and serv1ces, and minor agrlcultural equlpment._ The elrculation of

the yuan has a low velocity. Consumer purchases are on a cash basis,

'vso mo ey must f1rst be saved before it -.is spent. In general the pur-—

\ . .
tlonary imbalances have been handled more often by ratloning, encour~
i »

agement of savings, and adjustmegts to wages than by ralsing prices.

£
e

S s

cha51n power of the yuan has remained stable over the years.F.Inflaﬁgf

4
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&. Loans to Agriculture

N\

u

Neither individuals nor government departments can obtain bank

loans. Short term credit does not exceed twelve months, and is only

o

for the purpose of working capital for industry, commerce, and agricul-

. | v
> ture. Industry and éommerce pay‘S% interest on these ¢redits, while

27

agrlculture pays 4.3% annual 1nterest ) The bank also extends medium

term Lredlts for flVC yCdlS at the most to communes for the purchdse

;i of&farm equipment, water coneervation, or the acquisition of llvestock.

Communes must have their financial plans approved by the\bank to obtain
a loan. Investment occurs only under the state irrvestment . 'plan, 3

through which funds will be allocated to the eﬁterprises concerned.

Since the 1960's, crednt has played an 1ncre351ngly 1mportant role in

!
'

9

. - !

China's economy . . S }
Agrlcultural Banks werg set up in l9§l in 1955,'and.again in

.a e ' l B )

1963 to undertake the provision“of rural credit and to be responsible

. [N
|

for state investment in agriculture.. The earlier ventures failed
s because the functions of the bank did not distinguish it well enough
from thé:Pepple's’Bank and the responsibilities of the Mﬁnistry of

Agriculture. Trained personnel were in too short a supply for suc# a_-

duplication of -duties. In. the early 196Q‘s the reneyegegmﬂhésis on

.

1nvestment in agrlculture 1ed to the third organlzatlon of the Agricul-

|

\tural Bank Thls tlme it was dlrectlv respon51ble to the State Councll

o 1

and dlrectly staffed by tralned personnel from the People s Bank and

the varlous mlnlstrles. ‘ T o e

Credlt cooperatlves are 1nvolved w1¢h extendlng rural credlt at
20 : : 3
era, butxwere overShadowed by the landlord class and merchants as
co I ' . \ " Lo L

i /

» __ the grass roots 1evel. ’These éooperatives existed before the Communlst7~

1

L

<



R
| Cr3d1t SOUICGS- Receg,ving renewed emphasis after the land reform in
SN 1950 credit cooperatives were formed all over the country and assisted

,»

“in forming the agricultural producer s cooperatlves. The establlshment

. of communes in l958 merged these edbperatlves into the commune s cﬂkdit
g o C e ‘ " v

department, where they acted as local offices of the People s Bank

The réturn to smaller accounting units An agriculture has also brought
S e o L S .
"the reemergence of the local Credit cooperatives, now as extended arms

"uiof the People s Bank In giVlng credlt to farmers the coopératlves,d'

'?are to flrst meet the needs of the peasants before maklng loans to
production teams. - |

NI S

DﬁV'The'ﬁank,of”chinaxf:' blat'ﬂ"e "‘“T:va.~ . R

-
oL
N

tliles Chlna s forelgn flnances.v The Bank of Chlna originated as early

"}1as 1904 It was ‘one of the Nationalist banks which became part of the f’T'

’gfsPeople 5" Bank after the war. The People s Government thus took over’ff

’hhthe operatlons of the Bank of China 1n manv branches throughout the
‘riworld while the Talwan‘governmentvretalned banking operatlons in those
,countries notfrecognizing the malnland reglme. Those Chlnesevbanks
ﬁéowned by overseas Chinese also remained after the war now handllngh

ﬂfunds remitted by relatives liv1ng abroad to their famil1es still in
. ‘\a\

";bChlna.- The Bank of China supervises the operations of: these branches,

//'~

”A_and thus the flow of overseas remittances as well
VI TRANS_P.ORTA"I‘.IONi' REEE

o

il Transportation problems continue to restrict domestic trade't\ﬂfe’

prov1ding further economlc incentives to 1mport grain.‘ While Chinav'g '

R N . . - . g : ) v : ;g

'f The\Bank of Chlna 1s subordinate to the People s- Bank andfhandelkﬂ

N
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‘has- made major breakthroughs in bulldlng ocean vessels and rallwab

) .
systems, general ‘nsport fac111t1\s are’ Stlll descrlbed as back—'. <
wards.' Local transport is prlmltlve w1th a- llmlted use of modern

“ S . a

'1;Vehicle$u’ The economy is. characterlzed however, by dlverslfled modes

ﬁAl .Railwaystor”Industrvk’ U R s

by the/hreakdo'

‘,fTable 342.--Ra‘

ofntransport;Tshowing a»balanced;approach tg déveldpment, 'Railways,pl

the,ma'or.com onent'of'Chinals‘modern’trans ort,‘are discuésed?briefly,h
, i p P |

followed by loc land transport waterways, and ocean shlpplng whlch

.]are more relevant to gra%n trade B o 'ﬁJn ,d S

B \'\; ! R L

See SO L »

China's_ 1

S

Y

»ays grew most rapldly in.the’ flESt/&efEHe/and/have SRR .
kA : )/<f’//~/ TR e

*-carrled about SOA of Chlna S/recorded Erelght The government completed

.
.
.
N
N
N e
?‘
v
L
;
.
Fn
;
,
.

ﬂrallway cars and 1ocomot1ves,,complementlng thlS w1th 1mported englnes

‘{ Major rall and hlghway brldges,.whlch were lacklng in pre—war tlmes, i

. "”— & N e H \
/' B ‘ BN \

lrall networks begun under Natlonallst rule, correct1ng the lop31ded
"1track{dlstr1but10n bullt by forelgn powers, and extendlng mllltary .

*’control t° remote areas. Chlna has developed her own productlon of :fiu“;"\~”"

Co

>

:*’have been constructed across the Yangtze and other rivers. fﬂlt fjjl'v?, e ;'7
The rallways are used prlmarllv§ﬂor the beneflt of 1ndustry, ‘

S . g3 A 4 / . . R ! )
‘but are becoming 1ncreas1ngly 1mportant for agrlculture as the means
_'by which farmers recelve fertlllzers and farm machlnery v Since the:u”'

"fearly 1960's fri1ght rates have been lower for agrlcultural related L T
1vproducts than for,lndustrial goods._' : S e NN e L

% ; . ’.J.> 7, )‘v : B
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TABLE 3—

| Freight Turnover by Modern -Means of Transport

(Billion tonfkilometers)

Yearxp - ﬁRailways  Motor “-‘Ships’and >“;~Total? - ro
S S o Vehicles - Barges/" ‘ '
' Pre~1949 peak - 40.2 . W50 /;xff/l2.8~ , 'i’53.b
1952 ~ . 59.& . .8 “[;viid,? . gi;7l,lf_
1958 Tas44 T 6.9 437 235.0
':-1975‘7'/.;;2~£66ff L 15 5 nav. . omav. -

T

L - xSOURCES " yictor D, Llpplt "Development of Transportatlon
T in Communlst China," The China Quarterly 27 (July—September 1966) e
T 113y and Jan S. Prybyla, The Chinese Economy Problems and ‘ :&j;/v
VL Policres,.p. 157 SRR ST L RRIUE RN

'_B;*'lgproveménts in Local Trapsport for Agriculture
. . i )k\.- ‘ —)'v ’/v- e . R . N L ) ‘ il o
T ]

Whll&’Vlllagé\llfe underwent many changes 1n the first decade,
‘agricultural/transport appeared to stagnate.‘ Local units were occupied

in rbad building during the Great Leap Forward but human laborquntin-f“‘

‘;‘ ued to be a major means of transporting goods »Thevexcessive_amounts

o

s Y labor time used in transport caused a bottleneck in rural distribu—_-\

, tion W1th government attention turned to agriculture in the early 2
'“1960 s, the development of short distance transport was emphas1zed

> h;ads were built by prov1nc1al governments, but mostly on local
jinitl \ive While rarely fit for motor traffic, the better roads

,' N " \ B '.
' could accommoda\e horses and ox carts, while handcarts could be pushed

-or pulled on: the poorer routes.3g' Improving road surfaces encouraged

, .\-\\ T e i "," . ) Py
the use of better vehicles. Rubber—tired wheel barrows, improved carts,,,

Ty

"sand blcycles all were produced to aid 1n local transport.pﬁvv,‘
Wu Yuan—Li points out that a 1949 estimate of the carrying

N
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v

capacity of the native transport sector would place it at four tlmes

the annual volume of frelght carrled by the mod/},‘,r{sector.31 The major

y

"role of native’ transport, however, is overstated consldering the hlgh
opportunity»cost of'the workers thus occupled.

Almost nonexistent‘in pre¥war'times,'the use of motor vehicles
,- | ‘ N ”\» h T . - .
_has grown s1gn1f1cantly 1n post—war China.. In the lQSO'suthree,maJor

.,/.

hlghways were: bullt to connect Tibet w1th its ad301n1n9 prov1nces.‘ .

oMaJor road work was 11m1ted to malntenance and repair\in the earlv

-1960 s as carrled out by the prov1nc1al and local*units of government.
fHowever by 1971 the total mileage of highways open to tratflc was nine
.ttlmes that of 1949 32 All market towns were llnked by modern transport.

yto 1ndustr1al centers by 1964 elghty per cent of the people 5 communes

;were acce531ble by all—weather roads in 1977 and motor‘traffic‘ls to,

33

e

reach all communes by 1985 The maJor roads are primarlly used by

b’dOmestlcally produced trucks for frelght,\while 1ocal road networks,

- ‘ O

'afare used by tradltional modes of transport for relatively short hauls.

a

ﬁAnimal human, and motorized means of trafflc reflect the dual nature

;of‘China~s-economyg

C. waterways7andvCoaStal-Shippingq

| by table 3.2, approx1mately one quarter.of Chlna sbfreight 1n{;'
'v‘pre—war tlmes was carrled by ships and barges._ ThlS dropped to only
:15/ in- 1952 and rose to 19/ in 1958 vHowever water transport was‘
'de31gnated 1n 1953 to be the means of exportlng Surplus grain from
j{Szechuan to the mlddle and 1ower reaches of the Yangtze.34, In all
v'probabllity, water and native transport r%maln thelprimary methods for.nt

e

:_grain movement in the Chinese 1nter10r, as water routes are most

p| E . : ’

4



: economical for.bulkfcargo; oL o
o China had 24 182 km of waterways'that were'navigable by steamers’
9 e

’1n 1949, “and thls was 1ncreased to about 40, 000 km\ 1n 1958 ,Ihe'total

3

length of nav1gable waterways is hlghly uncertaln, but was reported in: ’ .

‘?‘

1960 to be over tw1ce that of 1949 35 Most 1mprovements in 1nland water -

systems‘appear to befConcentrated inlcentral and southern Chlna. "The

;Yellow‘aﬂdvother northern rivers are still_of'limited_use‘for navigation o

due:to'considerable‘siltingiand low water-during winter'and Spring. The

Grand Cand_ls the only major north—south connectlon by water, but has

‘ alSo been plagued'by silting; .Much work 'is being done'to restore theg'
' : ; \ : .

" Grand Canal both for 1rr1gat10n and for transportatlon purposes /. _p L

Improvement of‘waterways has been most notlceable for the Yangtze
Rlver- Sllt has been removed by dredglng,,shoals have been blasted
and‘beacon llghts were 1nstalled for night nav1gat10n, S0 that shlps
’i‘can travel-as far 1nland as Wuhan. Wuhan and other ports along the
’-Yangtze have been completely refurblshed andbequlpped w1th modern

. i v
‘,‘wharves, shlpbulldlng yards, and mechanized loadlng and unloading fac11~'
- 1t1es;v Further 1n1and, a‘formerlp dangerous sectlon known as the Three 3;
fdorges has. been opened to Water trafflc..bu | |

The development of Chlnese shipplng wasdstalled in. the 1950 s -
_for‘yarlousvreasons. Most bllateral trade was conducted w1th the Sov1et
";}ﬁnion"bvhrailj~withron1y a 1dm1ted redulr&bent for oceanvfrelght. 'ih'

7:their‘de9arture the ﬁatlonallsts had destroyed‘many of . the malnland o
/ports, taklng with them what vessels Chlna had at the txme 'A"naval \
; iblockade ‘was set upﬁby Natlonalist and ‘U.S. forces over the Formosa "

'Strait, and disrupted north—south shipplng routes.?é‘ Thls forced

KFF China to charter foreign merchant shlps to carry domestlc goods between



v o . s
north and ‘south ports
The sea ports renind the Chinese oﬁfthe 1nd1gnat10n suffered
fearlier at the hands of the foreign powers—‘ The redirection of China's
trade to the. West after 1960 brought a quickened pace in the construc-
tion of port and shipping fac111t1es However this apparent return to

. ° s
capltalism was condemned in’ the Cultural Revblution Both ports and

3eT "”h

‘ _ .
railways were disrupted by assaults,from M301st supporters. In spite.

of this, port improvements appearjto have continued throughOut this

period. » . - . ” <L o R o
"~ In 1973, Premier'Chou'AnfLai'called for a'mammdth three-yearfh
ha ' - Pre %

B0 U

port construction prograﬁ; By mid -1976 forty deep water berths had -

ce

'-gbeen built inxnine.of'China s major_port§.38 Storage, 1oad1ng, and

other port facilities,were prdvided in detail. Mechanized systems for.

[ . ,, . (:’ .: B ]

' bulk grain were 1nstalled in Shanghai and other ports Chinese'experts vf

.—were able to: solve a 311t1ng problem in Shanghai harbour w1th0utA
foreign-assistance. Tient31n,.one.of Chlna s majorvports ih the north;

"’lwas struck by an earthquake in 1976, but whether the fac1lities were

h.bad&y damaged has not been revealed by fhe Chlnese press.

China bullt her first ocean frelghter in- 1959 but was more in’
: ' ’ LT
the hablt of purcha51ng foreign vessels untll the early 1970' Even.

w1th these additions, PRC ships handled only a thlrd of China's ocean

transport needs in 1973 with foreign carrlers chartered for the

§ remainder.39 ‘The” buying and chartering of forelgn vessels was cr1t1—
_cized as. becoming dependent on forelgn powers This led to an: upsurge

in China s production of ocean vessels beginnlng 1n 1970 and centered

dn Shanghai and Talien, China is now exporting ocean vessels to’Hong‘

Y T . E . : : s

“a
>



Kong, andﬁhas signed’contracts'for deliveries to the'U.Sg, Italy, West

;Germany, andeugosiavia.AO >

&l w) i : - : A 5
Lk b bR{g\(_N RESERVES o | -
s g T ;
3 i hd : : N L&

Two systems of granaries existedvin"traditional'China.‘ As early
as the Han Dynasty (206 B.C. t5'220 A.D.) the government maintained
o R, . , _ .

" state granaries (constantly notmal granaries) to fix!grain prices in

times of surplus and to prov1de food in- tlmes of fam1ne._;A higher

' price was charged for the graln sold in poor harvest years to cover the

costs. of storage. _As,a rule the state granaries were,looated,in the -

larger cities, and were beset by administration problems. Government
_granaries were widespread in the early nineteenth century, but were
'jgradually discontinued after 1875. i

>
B, .

In'the sixth century A.D.” a free grapary system'was’proposed to -

X

be more effective in relieving famines. ‘These were to'bebestablished
. C R - S j . ' .
in each village through the cooyeratlon of the gommon people and the

soldiers. Farmers ‘made mplunfary contributions according to the size
_of thelr crop, whlle a v11fage commlttee handled collectlon, storage,

~-and bookkeeping. Government revenues were not requlred for graln

| purchases. It is-not elear whether.grain contributions were:entlrely' S

voluntary or ~whether they were‘compdlsory and’adminietered'by govern-

:ment offlcials. Both could have occurred at dlfferent tlmes. However

.

ag granarles came under government control they tended to be in the
'cities’and unable\to meet the needs of v1llagers in tlmes of.famlne.

kLocal granaries operated through voluntary cooperatlon were more

'successful in reliev1ng fam1nes.1_

'~\ s ThlS system of. dual reserves has been contlnued in modern Chlna.-'

. t

Agrioultural cooperatives‘were urged in‘1956 and 1957 to build'up_a
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surplus of grain that, in addition to holdiﬁgs by each family, would

meet consumption needs for_thréé, six, twelve, or eigﬁteen months. The
people were encouraggd to store more grain in better years, but to set
" aside some grain even during poor harvests. Only 20 to 30% of all farm

households held a reserve in 1957 but the stores_of‘grain rose sharply

in 1958-'4l After 1962 production teams were allowed to keep their own

.grain reserves without  cemmune Lnterference, but the annual set asides
. + 3,

xketed crop 42, These rules

e 4

could not exceed 1t

‘y@f the team's noan

S

. ; ‘ .wu : ) ‘
must have altered somewhat over the years A% ﬂﬁ € Pmplary production - j
team in the bumper year - oF 1979 was reported to have se£\351de 50 tons

- for- local reserves out of a total productlon of 1195 tons. 3! This is

approximately.SZ of‘nonmarketed grain and would\indicate an upper

./

State and provincial reserves have been more| important. The

'consumption'byhstqring ten Eo fifteen tons of}graih each year.aé' Kang‘g
Chaélcalculétes that state resefvesiwere 12.7 million t ﬁé in-July of
1953 réached'ZO.S million tons by juﬁe of\1957; and could have sur—
zpassed 30 mllllon tons by June of 1959 Ail thésevsﬁppl“eg were
v;n;uallyiexhausted by mid-1961. The larée graln 1mports have undoubt—
édly‘béen uséd in part fof the‘febuilding of\graln‘reserves, but the z
exadt'dispositipn of gfain iﬁportévahd'the.size of féserYes are unknown.
Wheat:couldnbefimported for consumption to.aliow rice5-wit5 its béttéf 

‘kgeping quélitieé, to Be;stqred146 Zhou En-lai announced -grain

reserves for the mid-1970's to be 40 million metric téns, while Li
Xian-nian has stated a long term target of 80 million metric tonms.

L
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Anthony M Tang roughly estimates 1977 reserves to be 48 million metric
tons, whlch is close to total net grain imports since 1952. b7

VIII. SUMMARY

-

In pre—war times China's rurel trade development was inhibiteé
by high transportation- costs, by subsistenoe living among fermers, and
by e’general distrust for‘traders; These featufes‘continue to bé true

’ofxahine'svmarkeoéng system under communism. a

Agriculture paid combaratively high taxes in early post-war
yedrs, mainly dlsgu1sed through compulsory grain. quotas with low pur-
chase prlces, and hlgh prlces for 1ndustr1el 1nputs to farmlng This
imbalance has improved 0ver the years. :Recent policies of 11m1ting‘
quotas and raising grain proouremeot prices are helpihg to raiee China's

rgrein output} | ‘ f
China's_coﬁmerce‘ehd bankinﬁ have heen strictly controlled b& the

socialist state. Suﬁbly and marketing cooperatives arenState organs

thch handle rural purchaéing and saleg Eo-farmers.‘\Special state

corporations have been set up as monopolles over trade in grains and

‘other major items. Gra1n for state purchase is dellver d by teams,
under oontract, to commune procurement stations, while other agricul-~
-tural commodletles may be purchased from the farmers by the supply

and marketing COoperatives. Grain and other v1tal commodltle are ra-

o
.

tioned to. consumers throogh special coupons. Rations have.improvea
with better food production, but_havewelso beeo used‘to controi urban
populatlom growth : | o  ;;

‘- The People 's' Bank »with a centrallzed controi is used to eudit

state enterprises'and‘government administration. Currency has been
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s
4

. \ . \.\
strictly controlled to keep 1nfiﬁxion at negligible levels. Agricultur-
: § ) - ) '
al credit has‘been limited but is playing an increasingly important role

\\\ 92

for pr&duction units. Thevﬁan of China, taken over from the previous

. s » .
government , handles China's international finances overseeing remittance

and renewed érowth of«grade.h

_in some cases nohexistent.

[

Voo
funds from Chinese relatives living abroad.
China's transport system has steadily improved to accommodate
§ .

indgstry an& foreign tradg, bu; has been slow in the 1éc§1‘sector where
motorized vehicles coegist with animél and human powered traffic.

Grain transpdrtatién costs are still high. Improvements have beeﬁ made
in Chiné's waterﬁgys which areastill used to export rice from cen%ral-

China to the coasﬁhl cities. China's ports and shipbuilding industry

¥ have grown rapidly iu the 1970's with the end'of the Cultural Revolution

[

Y

kY

Similar to earlié; periods China has operafed a dual system. of

“*

state and local reserves.\ State reserves have been a major pricrity

for the Chinese, but the qu.ntities involved are cloudy at best. A

: . B . Y . ., . s L e
‘close connection could exist B@tween China's storage program and grain

imports. Local reserves are\enc uraged, but are small, variable, and .
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Lok CHAPTER FOUR :

'GRAIN TRADE

: = ? ’ : ) o , B . ; 0 ‘ ".:A | |
T, INTRODUCTION .. . = . o0 o et e T \
- The purpose of thlS chapter, and of Part 1, 1S to prOV1de a o

L"b" ”‘; .'background for understandlng the co ntext of Chlna s graln trade.v Trade

e t;;tr‘>1s only the surface result of many underlylng factors and dec1sxons. dhm‘””
a’_ h‘Whlle a fuller explanatlon w111 requlre a more spec1allzed knowledge,f‘
ny -_uthe study of avallable llterature prov1des some useful 1n51ghts.' D1s—ﬁﬂ*

i .\ A S SN

}»" lcu581on beglns w1th tradedpollcy and patterns 'in the modern era, follow—fy;”
f]ﬂied brlefly by the forelgn trade structure;‘and the balance of payments.:v'
5 . « . E . . ;
Graln trade is lelded 1nto sectlons on: wheat and coarse graln 1mports,l: .
“huh supplylngvcountrles and‘agreements, rlce exports, and the determlnants
uof graln trade.oiarj]*ii.h.zpj%"f : T ; %.ff ‘5i h;f(;hﬁ;J SO T
frffjfh :ﬁhf \rri;dgrRAbr'Pochy”AND‘rATrERNsfcvp~‘y'?;:}f‘i'ur.} :dtf_i"k
o neretious veptmmings | et
~¢?{ f ‘ ﬂth | CD“—Chlna s contaét‘w1th the West 1n.the late nlneteenth:and/early
twentleth centurles acted as a catalyst propelling Chlna 1nto a”modern—

'53ized world 'and brlnglng the,dlSlntegfatlon of trad1t10na1 soc1ety."

s t‘While European expansipn and trade had reached China ‘as. early as the'y“fvp
e vﬁ"fsixteenth century, the forelgn presence in China had been largely f, -f;fv

o : : A 'o-""" "‘4.,»
. 2 - v, \
;ﬁi_confined to the Canton area.u Foreign trade grew rapldly 1n the early

J'gnineteenth century, but became far more of an 1nfluence on. Chlnese life- s
. ,-after the opening of the treaty ports 1n 1842 ‘
g o 8 B
S < | ..’". »
: 5 \ 96 - x4 ’




R . /
' . . - s ¢

This trade;,however;;was‘conducted'in, rather than with, China.
‘China”regarded‘herself as self—sufficient'andfwas suspicious of the -
. R ' . T ‘ 8 . : vf' ; -

European trade intentions; Although the Westvwas<eager to,purchase

teah sllk, and art goods, there was llttle that Ch1na 1n1t1ally de51red,»'"'

s

’inkexchange.f At the end of the nineteenth century 80/ of Chlna S ex-

.ports were’tea and*silk,,while opium and cotton manufactures were about

A : Co v, =

: 60/ of her 1mports.1,n\ T LOE

The demeanlng treatment accorded to Chlna durlng these formatlve
e years stlrred resentment among Chlnese of all polltlcal conv1ct10ns

,Forelgners were in charge of customs and the post offlce. Impof% and
Y export dutles were‘kept low, whlle the revenue collected often bypassed

1

the Chlnese government.z' Ch1na attempted to counter forelgn encroach—

‘i_ments through the Slno Japanese war of 1894 95 and the Boxer Rebelllon‘ﬁ

73
7

:in 1900 but her government‘was-weak and trad1t1onal flghtlng methods

/

were no match for the modern/technlques of her oppressors._‘Natlonallsm'f“

o

b'grew after 1900 1n an effort to- free Chlna from forelgn domlnatlon

«/- . : .
AR : f

Fore1gn prlveleges were most extens1ve after Chlna s defeat by

o el o
'VJapan and before World War T. The Japanese obtalned the rlght ‘to set_-

)

’up 1ndustr1es 1n the treaty ports, and thlS rlght was - extended to other,

”natlons by an - earller most favored—natlon clause. Chlna s balance of

‘1"payments sunk to all t1me lows as: heavy repayments were’ requlred for-7

1ra11road loans andvfor damages 1ncurred durlng the Boxer Rebelllon._:'fﬂ R

' 'The flrst World War gave a boost to Chlna s economy Exports grew and

!fblmports from Europe fell 1mprov1ng Chlnaas trade def1c1t but not .;

»

_reversing 1t due to 1ncreased 1mports from A51a.v When China declared

"=v‘war with the central powers, all but Russia agreed to- suspend payments

rof the Boxer indemnity from 1917 to 1920 L

J

/-

o1



ijy.theﬁﬁoreign banks. Foreign industrial and commerCial investment§
ST sen T . ‘ ' ‘ ,@;

'"were"lafge-andvconcentrated in the treatylports.

".a FWltCh to synthetic materials by factories in the United States

Manchurian soybean exports to Europe and the U S became large in 1909

‘ during and after World War I, ‘a domination br kGIOHlY by the Second

\fWorld War itself Table 4 1 shows China '8 trade with major partners

o 98

China s progress in reducing foreign influence was inhibited by

‘ the absence of a stable government After 1927 Western nations backed
' China-sireturn tO‘control of her-own-affairs,‘but Japan did not.‘ China

.regained her tariff autonomy in 1929 although high tariffs set. in 1934

led to: intenSive smuggling After 1930 Chinese firms began to undet-

.-

ly from Western producers Up to then trade finanCing was controlled

: . _ L
China ‘s opium imports were. eliminated by 1918 while imports of
N . P x Q
cotton goods declined steadily Wlth the rapid growth of China s own: '

I

“industry The textile industry, in turn, required imports of raw -

' (U

'(\ 'Y'\'

T‘,tinued to grow.. China s tea exports had declined Since 1890 due toigrl

» . ,..;' I,
v

‘.7foreignfcompetition Beginning in the 1920 s, Silk exports fell due

+

- take the buSiness of import and export on their own, purchaSing direct—-

.'cotton, while China s demand for cereals and industrial products con— -

to Japanese competition, the lack of proper inspection procedures, and i

S

and grew steadily through the 1920'5 until the Japanese seizure”of_

,Manchuria in 1931—32 Prior to the war with Japan, China was the

T.only important source ofatung oil in the world : A variety of tradi— -

o
oo v L‘

'*'ers‘have played a maJor.export role'in both*pre_and post—war.China;'

Japan replaced Europe as China s supplier of manufactured goods

. . '.'0 . R : T
Q- R j.,D '

_,‘! o

i

"?:tional goods including eggs and egg products, hog bristles, and feath—~“



SO S Sy TABLEG-L
‘ _“China's Total Trade With Principal Countries’

In Selected Preel949 Years

19712 ¢ 1026%  1931% 1936 1948°
Germany . - 20,1 . 63.4 1106.7 189:4 -~ 3.3
; Great Britain . 180.9  173.1  [184.5  175.4_ _147.9
“Hong Kong S sss0 21830 37004 124039 Y 456.9
India . . 451 951 ©.103)3  43.4  176.5'
Japan 2.5 s48.7 539.5  255.9 0 | 88.1
~U. S, .. 265.3 ©337.8 441.5 371.8 - -842.3
U,s.s;RZ . o_‘vff?ﬁl;e'f: 86.8° 79.6 5.4 R ,56;6i1"

SOURCE H31ao Liang lin, Chlna s, Foreign Trade Statistics,
1864-1949, East Asian Research Center, (Cambridge Harvard Univer51ty
Press,‘1974), Table 6. [ e , .

Halkwan taels b Chinese dollars fc Céld yuanQdf

See statlstical note for Hong Kong in H51ao s 1ntroduction, p lO

ln selected years before and 1mmediately after WOrld War II - HOng Kong*
has con31stently been 1mportant as an 1ntermediary 1n Chlna s trade, fgg'”

'being more promlnent aS“an 1mport.source41n pre—war times.‘ “The U S.

/
J

fQ was important both as a- source of cotton, and as a market for China g
/.

7

I products-, Imports from the U S.,were espec1ally high during and 1mmed-."

1ately after World War II Trade w1th Great Br1ta1n has been con51stent _

q .
/
L

' throughout China 5 polit1ca1 fluctuatlons o . L3 f“'
L ;fe_c'B;“‘Egst—War'lsolation Soe e e Co /,T

Forelgn trade soon’ became a state monopoly under the People s
Repyblic of China. As with commerce this was acoomplished in stages
Japanese firms were nationalized at. the end of World War II._ Middlemen L

were either eliminated or 1ncorporated into the state trade companies.

RO + 3

P
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‘ to maintain branch offices or keep re81dent representatlves

sa?te—private undertakings under the close direction of\the state

poratlons

‘”fquicken ‘the pace of China "s.ind
Lhas been'used;for_political,leve\age;voften as,a precursor to Chlna s-
:diplomatic recognition'by non;socialist statesl While not playing a..jd
’dcentral role in the formationbof’China s‘econopic pians, trade has been
used as.the.balanc1ng sector.to'overcome domesticfshortages, whether of?

‘!aw materials, grain, or technlcal know—how

Vuntil 1957 when their sudden termination marked the beginning of the d
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'

‘country. Foreign trade was’ ‘not formally declared a state mon poly as .

s

and ovérseasAcontacts. PriVatewinterests handled nearly a thir

B

of
[~JES. S ;‘,

T \
— .

_ The prinCipal goal of Chjiise Communist trade policy has been to. = -

rializationf Along w1th this,;trade"°

N

L

\-

Attempting to form a. polltical and economlc bloc, China s jrade = g

in the l950 s was'mostly with the Sov1et'Un10nﬂand otheruCOmmunist;i

countrieS' Rlce was exported to pay for imports of equipment machin-'f

.f;ery, and technology._ A Western trade embargo was 1mposed after China S:
: ?involvement in the Korean war, which wag partially lifted by the late'

':V‘fifties.: However close trade ties w1th Communist COuntrles would

o i

R probably have occurred even w1thout this barrier , Throughout the 1950' s e

'about one~half of Ch1na s\trade was with the Sov1et Union, about ZOA

B w1th other Communist countries, and about 30/ With Western Europe.4

Sov1et lbans to China paid for a large part of China S. imports



1

SinoSoviet split Soviet technicians were withdrawn from China in a
" \ - | R
‘power play which also saw a sharp drop in China s imports from,RuSSia;'

3,
Lo

'The post—Leap Forward agricultural criSis severly cut China s ability
to export grain Despite this, China ran. heavy trade surplus with
the u. S.S.R. from 1960 to 1966 to repay debts ahead of schedule The

;split With the SOViets ‘marked the end of China s lean to one Side'

.policy China has since endeavored to diver ify the sources of her

. imports Without becoming taJreliant upon any one country

. .
v\ !

C.. Reorientation to the West.
b *

: The Western embargo was applied strictly by the United States

while Japan and NATO countries were less rigid in their controls

Trade w1th China was more restricted than Wlth other Communist countries,_

- s0 goods were’ often transshipped to China via her soc1alist allies,

[y

‘irmaking their procurement more expenSiVe.: After 1954 the control lists

':for Communist countries were shortened 'and exceptions were made for

Chinavuntil.the'differentialywas abandoned in-1957 treating all soc1al—

istﬁcoUntries“alike.
. <g._

Imports from China were not as restricte 4 SO China"maintained a

"trade surplus with non—soc1alist countrie'va"a whole from 1950 to 1957.

West Germany and the United Kingdom were by ar the largest»markets for

fmainland Chinese products in Europe : However, defiCits in trade w1th

U . a.

,Europe grew 1arger in the late 1950 'S5 being made up for With surplusesi-z-ﬁz

cdin trade W1th Asia. Yital grain imports from Canada and Australia in o

LS

',1961 became a permanent part of China s redirection towards the West
‘f The economic troubles of the early 1960 S, prevented a rapid expansion

.of trade volume, but by 1967 the compOSition of China s trade was

a

NS
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significantly altered,/three quarters being with the‘West, and only'BZ
jwith‘the Soviet‘pnioht ‘ |
The recorery of trede uith g?pan; While;holdlng éreat:benefitsh'
- - ) TR \
.for each, was restricted b?ﬂpolitical events. hapan did‘not want to -
sacrificehtrade wlth:thelUniEedStates;end‘Taiwi%,‘andhwas'criticlzed

by both-sides for trying to separate<politics fdom‘economics.' China

.attempoed to  obtain de facto diplomatic recognition fromdthetdapanese;

' through’trade treaties, but, when unsuccessful seized upon a local

"flag 1nc1dent to break off trade in - 1958 1n ‘the hopes of swaylngb_

.Japanese‘electlons. Trade between the two soon recovered in the early

sixties, but did not~become large until‘diplomatic relations-were es-—

§'tablished in 1972.§'f

Chlna s post—war trade w1th maJor partners (ordered by the value
@
of trade in. 1977- 79) is glven for selected years in Table 4~ 2 A major

change from Chlna s prefwar trade patterns‘has been thercruc1al impor-

" “tance of Hong ong and Macao as sources of foreign exchange, through

©_exports, orofits of PRC businesses,.and'OVerseas remittances.‘”Malaysia

and Singapore“have.been,most prominent of China's‘other exchange- -

‘earning partners in Southeast Asia{‘ The surpluses built,up invtrade_

.with the West,-Hong’Kong,'and elsewhere have enabled[Chinafto’pay-for
'the much needed graln 1mports Tradecwith EaStern EurOpe.dropped SOme—h
‘5.'\ L : . : )

o =83

,'what in: the 1960 s, but not as sharply as w1th Ru331a.

D.. The CulturalJReVOlution

While the CulturalVRevolution had only ﬁininalheffects on .
domestic agriculture;-foreign”ﬁradehbecame a major subject of attack,

v_both:verbally'and,physiCally, eausinghdisruptionvto transportetion ,
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TABLE 4-2

N , : .
CHINA'S POST-WAR TRADE WITH MAJOR PARTNERS

| AND AREAS IN SELECTED YEARS t
’ ‘(M;lllon U.S. Dollars)

Exports to . | 1952 ., 1957 . 1962 1967 . 1972  1977-79%
Hong" Kong? 87 137 183 310  s535P .- 2123
Japan L ' T V- 76 43 266 468 l1081 "
Western Furope . .54, 141 176 ‘. 310 460 1455
Malaysla/91Agapore ' 37. ‘ 49' . 62 135 190 _487c
Fastern Europe. - 165 240 105 110 - 230 " 3g2¢
United States - 23 . & 374

- Soviet Union 415 750 515 55 135  nav.

 Imports from .~ . 1952 .. . 1957, 1962 1967 1972~ 1977-79%
Japan ' o :,';‘. 61 39 303 640 - 3191
Western Europe . ~ 51, 236 149 720 605 2 2530
Canada/Australia ... . 22 199 - 322% | 346% 1106
United States . 0w 0w e e e e e 790997
Latin America \ . - - .. 4 27 10 210 533
Fastern Europe . .- 155 285" 65 135 265 376
Soviet Union - sso 545 . 235 50 - 120  nav.

SOURCES : . Alexander Eckstein, Communist China's Economic Growth and

) Forelgn Trade (New York: McGraw—Hlll 1966), Table ‘B-1, pp.280-85; .
.Chen Nai-Ruenn, "China's Foreign Trade, 1950-~74," int China: A Reassessmeht‘

of the Economy, U.S. Joint Economic Cormittee (Washington, D.C.: 1975),
Tables A.>. and A.6., pp.648~50; and International Monetary Fund,
Dlrectlon of Trade YEarbook(Washlngton D.C.: IMF 1980), PP, ,¥19-20.

All data orlglnate with Chlna s tradpnq partners. Except for the 1952
to' 1962 trade of non-socialist countries which have ‘not been changed;, all
other data have been adjusted. to use FOB values fq; Chlna s(exports and
CIF values for China's 1mports.

2

Net of\re—exports.
. . b

a AVefage value. . . Inclﬁding Macao. c'Coﬁld’be dohblé;counting.

d Romania only. “® Including New Zealand.

nav., - Not avaiiablegx‘
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facllities. A restoration totorder\dn 1976 brought renewed emphasls,oq_
trade as a‘means of spurring-economic deVelopment{ The need for capital
iuports from.the Westvled to'the expanslon'of export'markets, while N
credit was used again for purchases. -Petroleum was exported at world
' prices to Japan to gain hard currency.. Chlna's trade with COmmunlst-

countries,‘including theAU.S;S.R.,‘also‘greW'asAeconomics took priority .
.over‘politics. Rlce eXports reached(neu highs as China=erpanded trade
‘with Third World countries;' Importslfrom Latin America grew consider-
ably. A poor.1972 harvest, and the thawlng of relations with the“United‘
States, brought large 1mports of U.s. graln, soybeans, and cotton in the

early 1970"s o ' L =

Unfortunately Chlna s entrance into world trade and pOllthS came
vat a time of high and rls1ng ‘world prlces._ Desplte higher ‘prices for
her’exports, and import cutbacks, China was caught in a forelgn exchange
sgueeae5§€anhing, .ftiwing criticism. ‘Rampant Western inflation'and the
resultant slbwdoun in thelWestern economies‘lettjChinapwith-hlgh,iuport
costs, but reduced export sales. 'Combined with.rising repayments‘of

“

graln cred1ts, Chlna [ balance of trade went from bad to ‘worse.
(=

- Contracts for agrlcultural products were cancelled or postponed whlle
plant‘andvequlpment purchases were trimmed.’ Chlna s non- 011 exports '
had become overpriced»so that sales dropped, while more‘oil was exported

to make up the difference. P

oo In the midst of reduc1ng trade 1mbalances, Chlna s economy was
3

-

dlsrupted by. the deaths of Chou En-lal and ‘Mao Tse-tung in 1976 Whlle
trade remainednin the hands of pblltical moderates, left'wing crlticisd‘
.of the.heauy,rmport bills stalemated any'immedlate>initiatives,hy'the | &f
-trade'companies. Continued exports'turned.the balanCe offtrade in ‘

-
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China's favor. The ouster of the Gang of Four opened the 'road for a

return to moderate government bringing an end to the Cultural Revolu-
,* 3 ‘ . ‘ .
tion, '

E. Post-Mao Trade Expansion

The post~Mao_regime soon committed itself to trade expansion and
'agriculture first' policies. Imports, howeuer, did not rise dramat-
ically until Teng Hsiao-ping gained political control. Shomingfits first
aigns of improvement in 1977, thekvaluelof Chinese trade rose b& 1980Lto.
two and a half times the 1977 level. 7 Plant‘and equipment purchases forv
1ndustry have been large with priority given to the development of

,export earning and 1mport displacing industries. Importe of fertiiizers,“
consumer goods, iron and steel, and faw materials'such as cotton, chem-
ical fibres, and pulp, for textiles and‘llght industries havebalso been
large. A reduced harvest in 1977 led to sharp rises in agricultural

: 1mporte from the U.s. and Brazil. TU.S. recognition ovahina in 1978 and
the signing of a bilateral agreement in 1979 have brought rapid trade o
expansion with China's long time opponent.‘8 : g

While oil exports have played a prominent role in earning ex-—
change, China hae had some difflculty in meeting all her export commlt-
ments.' Japan has imported both oil and an increasing amount of coal

v trom China..,The Philipplnes have agreed to export sugar to China in -

¥

exchange for 011n' Textiles and light 1ndustrial goods, however, have

L grown to lead the list of exchange earners. These are empha51zed by

° the Chinese because they require 1ess investment, less construction
time,_and fewer energy resources for profits earned However, heavy

industrial and mineral products have reportedly risen to 51. 8/ of

@
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exports in 1980. Exchangé earnings from tourism and Chinese business
profits in Hong Kong have continued to grow.
I11. TRADE STRUCTURE®

P

The Ministry of Foreign Trade was established in 1952. Under the
. \ : . .
. ! '
jurisdiction of the State Council, it plans the use of foreign exchange
for imports, issues licenses, and administers customs, quality control,

and the Kwang Chou trade fair. Outside of China it appoints commercial

counselors to diplomatic missions, designates officials for trade dele-

gations, and enters commercial negotiations and trade treatfes with

foreign governments on the behalf of the People'a Republic/. . The China

”Codnciiifor the PfBﬁotién_Efiinternational Tradetwas eata lished in
1952 to represent Cnina and enter into nonfgovernnentai'trade\agreements
with foreign partners who do not recognize the Peonie's Republic.
Cnina's grain trade is handled g& the,China Natienal Cereala,

‘Oils; and'Foodstnffs Import and‘Expdrt Corporationt‘ Tne fdreign traae
eorperations engage‘direCtiy in trade and, as state enterprises, are
4responsible for their qwn'nrofits andzloases. ‘They'act\aa middlenen in
tne planned economy. As such'tbey'possess nokfiXed.asseta7§nch as
factorles and machlnes, but do possess propeéerty under their own control

1 N

\ to carry out their business.’ Working capltal is approprlated to them

by the state, under the- control of the People s Bank The People s:
Bank handles all flnanc1al transactions w1th soc1allst countrles, while

the Bank of Chlna handles~fore1gn exchange deallngs w1th non—soc1allst

3
\

partners.

|
'

Both state and prlvate trade enterprlses must apply for 1mport

or export permlts w1th the ministry or. local foreign trade bureaus.
\L

\
\
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‘Schedules must then be prepared for the custom's office to examine and
reléuse the cargo. Féf‘private trade these schédules must also be
endorsed by the Bank of Cgina. While China continues to collect import
duties, the protec£1VQ—functioA\M

‘the state trade monopoly. The same end could pe achiéVéd\by raising
‘the domestic éales price of imports. ngéver, the import duties do
control the nature and volume of China's foreign trade to éome exgent,
Qith low rates .or exemptions applied to néeded goods, higher duties for

goods which are or could be produced domestically, prohibitively

high rates applied to non-essential goods. The cugtoms house-decT
the interpretation of tariffs, the classification of\ goods,. and their
0 T T .

dutiable‘value,

“a

" IV. BALANCE OF TRADE AND PAYMENTS

A.. Pre-War Period o _ ' -

While having a balaﬁée/of trade surplus from 1872 to 1876, grow--
ing imports turned this into a deficit in the late nineteenth century.
China's finances, however, were soﬁndbuntilnthe'first Sino?Japanese.

waf required'China to borrow heavily from other countries. Railroad
I ’ b ' ' ) . .
- loans between 1901 and 1911, and further 1oéns-after the Nationalist

t 7

Rgvolutioh, made ‘a heavy load of‘repayment for China between 1896 and
1913. With a short reprieve during the First World War, China's balance
of trade remained uufavorﬁbie every-yeér to 1940.10

The fiﬁancing‘ofjthis long term tfade deficit’came\in various
Hways}' Normally an’ export of speciebdbuld gdunterbalaﬁée this deficit.
However,-withlher purfency baéed.on‘silver, aﬁd‘with silvér priceé
décliping‘rapidly between 1864 and:1913, China‘hhd‘to import silyer to

~

PR
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supply trade demands.  Gold and silver exports only bhecame large in the
PN 1
1930"s, both through customs and by smuggl Ing.
While foreign Investment is often an invisible torm of §uect ing
balance of payment deficits, this was not generally the case for China.

Forcign investment financed part of this deticit between 1912 and 19273,

12

_but represented a net outflow of funds after 1928, The {oreipgn loans

oftcw did not result in an inflow of foreign %apitu], as they were usied
' 1 ‘
to pay for interest in arrears or clse represented a transier of Chinese
. ,

resources to foreign countries.

Service transactions d{d canterbhlance exchange deficits, as
foreign expenditures in China conéiderably outweighed China's expendi-
tures abroad. The 1argest'of the foreign expenditures were for military

* \

purposes, as well as diplomatic missions, merchant marines, tourism,

and the purchas@ of properties by non-business organizations.

A large and significant source of foreign exchange peculiar to
China is that of overseas remittances. Large numbers of southern
Chinese have emigrated to southeast Asia, America, and other countries.

The . closeness of the Chinese family gives these family members a respon-
; | v \
sibility of assisting their relatives at home. /Somé of the remittances

. .
-

_were investments in Chinese business undertakings. While the individual

sums are sJall, the aggregate remittances make a large contribution to
China's invisible bdlance of payments.
‘In-1903-9, China's trade deficit was mostly covered by overseas

remittances. While silver imports represented a further outpayment in

1912fl3, fdreign ipvesxment had become the largest source of exchange.

°

//—P_—‘“\ ‘ . .
The targe trade deficits and specie imports of, 1920-23 were also

./’

finanéed by foreign investment, foreign expenditures, and overseas

,

L
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Lemdt tancen.  After TUZH toreden cxpenditares o China bataneed the out
tlow of interest and dividends with o moderate sorplus. The troude

det Teif atter 1991 was penerab iy halunced by remittances amnd bpecte
cxpurtys, whinle the H“.m'do't‘ of voverpment and private auds to o other

curtencies boeame o tarse payvients deliont,
M H

R, Post~=19449 Balance of Pavment o

While coming under state contrel with the Peoplets Pepabliog

toreipn trade has continued to exhibit long term trade et teita, which

4

Thave been large in post-Mao vears.  The recent trvends and cumulative

financing of thede déficits are recorded in Table A-30 While often
showing a surplus in barter trade with Communist countrics, China has
had o trade deficit in 21 of t‘hg 31 years up to 1980. The government
s gencerally tried to balance dwmports with exports, with some oxcep-
tions. Trade and foreign aid deficits have been largely [inanced by
overseas remittances, credit, and service earnings.

Overseas remittances have been encouraged in post-war China by
granting special priveleges to the Chinese recipients. When priveleges
were withdrawn during the Creat Le:dp Forward and the Cultural Re?olu—

tion, remittances also fell, so the government has taken pains to assure

benefactors that families will receive the funds forwarded. The remit-

tances more than offset China's trade deficits up to 1970, helping to

build up an exchange reserve. In the early 1970's they were still able

‘to cover over half of the trade imbalance, and have probably grown in

post~-Mao years. ' T
The unhappy experience with Soviet loans' has dictated a more

careful use of credit since then. The Western grain imports

¥
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, L "TABLE=4—3 oo if)'H p

RN I : : - .

.. 7 BALANCE OF TRADE AND PAYMENTS &
L IN POST. WAR CHINA o
(Mllllon U.S. Dollars)

" A. Post- Mao Balance of Trade ‘f'"

1977

1978 .

i979

1980°

o

Totar Trade
gxports(FOB)

;mporrs(CIF) 

.14667}
7519
7148

"1;21162' _
11166

29266 -
136367
15630

< 37506
" 18120 -

19386 -

1:—1266:

;’TradeJBalance i ;

21370 '[-1934{j

Exchange Farned by Tourdism - = .. . .. | ¥269. = 4451 %:M RO

°

¥, By Cumulative Financing of Trade Deficit’ - i

T - - 4 A
. :
i

FER R S g(f~”—440v,ei '—6§0_ff»;5-232§'”
Foreign Aid .. . CnT o85Sl -420 00 21200
Overseas Remlttanqes'.. - "ff' 1171/ 4945 - 4860 ;Q+1250f?,;y
Net Credlts and- Interest Paymenbs -~f;v't;g.f.,'>5 4260: o +148d:.

‘fTrédé’Ba;an¢e,'

”fe/f Net Serv1ce Earnlngs - e e 'ﬂfe_+50.-“1’4130>' : l"+4i0f5

: EXProprlatlon of Forelgn Currencxes;fi'.f¥é56 'v‘““-v.{; FR R A

“ addition to Reserves i S #7500 0 422070 0 4385
S SOURCES Far Eastern Economlc Rev1ew -"Chlna—Economy, ._n -

Asia 1981 Yedrbook (Hong "Kong: South-China Morning Post, 1981), o
" PpP.123-29; PRC.State  Statistical Bureau, "Communique.on. Fulfillment ..
of China's 1980 Natlonal Economic Plan;" Beijing Review+1l May 1981, :
P- 118; International Monetary Fund, Internationat Financial qtatlst1c5'f
-Supplement on Exchande Rates. (Washlnton D.C.: iMr, 198I), p.45; ’
and. Chen.Nai-Ruenn,. "China's Balance of" Payments‘ ‘The Experience -
of Financing a Long-.Term. Trade Deflclt in-the’ Twentieth Century,
in Modern Chinese Fconomic Historyy.. edlted by Chi-ming Hou ang :

Tzoqg -shian "Yu, (Talpel, Taiwan: The Instltute of Fconomlcs, Academla
Slnlca, 1979), p 403 .

; " :’;]'. ﬂ, ag _,“
X € zc ’ £ ~
: Trade vw1th non—Communlst countrles, but 1ncludes hard currency
ettlements w1th Communxst partners.p’ : v

RN 1950 59 1960-69 © 1970-76 ol
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necessitated the use of short-term bommercial‘credits;' The‘largeiplant
,1mports of the 1970's have” used flve year cred1ts granted by Japanese

%

"and European government banks as well as inter—bank dep051ts, w1th Ch1na

n
[}

v

paylng market 1nterest rates.on hard currency deposlts Whlle Chlna s‘yo
b'use of credlt has grown;lshe has left many credlt llnes unused belng

‘ hﬁcareful of f1nanc1al commltments | Chlna has) ought to balance trade
‘:bllaterally by settlng up-301nt.bankvaccounts w;th 1nd1v1dual natlons;tu

.and cautlonlng eachéothel when)the,lndebtedness of elther party exceedsgwl

:ypre;setyllmltsf' Large trade 1mbalances, however have been permltted

1

‘Qith>Canada' Australla; and.the'Unlted States’_ Trade w1th hard‘currencyv :
-dnatlons is. often handled on abcash ba31s e | |
B Forelgn 1nvestment has been prohablted ln the People s‘Republlc
dHowever, some changes to.thls pollcy have recently been made by grantlngiflf’
zereasonable proflts to forelgners undertakrng’301nt operatrons Wlth theq_

a .

wlehinese Serv1ce earn;ngs from tourlsm,fshlpplng, and ports have been w
rlarée,.w1th con51derable growth in recent yearsM Bu51ness earnlngs_lnbu‘“
'Hong Kongbhave also grown rapldly 1n the'past decade v.;;v,:” E

Hav1ng a: surblus 1n>1nv131bles wh11e str1v1ng4to balance trade.nv

';1tself has allowed Chlna to bulld up a large reserve of gold and

t;forelgn exchange ' A recent offic1al release‘has 1nd1cated Ch1na s>:~q-ff>'v

i“monetary reserves at the end of 1980 to be $7 66 bllllon U S., con31st—

tﬁlng of $5 4 billlon of goldland $2 26 bllllOn of forelgn currencles

: 'Fore1gn currency reserves have reportedly growu to $3 8 billlon U. b by._htfa"‘

Lt Thls would 1nd1cate a 1arger balance of payments surplus 3"

!than had been prev1ously estlmated Gold reserves have been added to

Fby domestic productlon w1th some 1nternat10nal gold sales reported.

.

vwlln 1959-62 China exported $106 7 milllon U S worth of 311ver to _”7td

o 7.-
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finance her wheat imports.: )
, D‘.‘:g //;Ll . .‘
V. TRADE IN GRAINS = - " L
A, Grain Import Patterns . |
T S R DY U

L China began 1mport1ng rice to coastal c1t1es 1n the late nine—h
TN

1935 period when they averaged about one milllon metric tons annually

@
3 B & - - . e ") o

Wheat flour 1mports began in’ the early twentleth century reaching a’ peak

e

: of 02 million tons ins 1929 Origlnally smaller than the flour 1mports,ﬁv
. Y"(—} h ‘ : ‘6‘ v \

& wheat 1mports grew to - pass them peaking at l A‘mllllon ‘tons 1n 1931

D“\

Whlle some grain was 1mported during ghe war, this trade ceased w1th the

establishment of the People s Republlc,_“'f

Ten .
Sy

About 80/ of foreign wheat 1n pre—war China was 1mported 1nto
. * , .

. v

Shanghai where much of thlS was milled 1nto flour and shlpped north to~
\ ‘ - . D o °_ B

l7

be resold 1n Tient51n.

B e

Chlna, 1n contrast to southern dlets which center on rlce Wlth U S

\

. teenth century The§e 1mports became con31stent1y 1arge 1n the l921“t0v -

Wheat 1s the’ maJor graln consumed 'in norehern

.

L ass1stance the construction of a model bakery to. dnstruct the Gﬂinese 1n '

.1'

'western bakingjpractices\could further 1nfluence]Ch1na s graxn”consump»if”.

e

=~ W

,Wﬁ'tion‘patterns;

Inuthe post—war5period 'Canada'made'a small:sale ofv;lZ;ﬁillion'ia

'o ¢

tons of wheat to China in 1958 before the large scale trade began in | -

196l 18: Averaglng 4 7 milllon tons in the 1960's,vCh1na £ wheat imports E

cr

peaked at 6 4 mlllion tons in. 1965/66 and gradually fell with 1mproved

harvests to only 3 million tons in- the 1971/72 cropping year. A poor

I harvest again in l972, along w1th a high rice/wheat exchange prlce,,saw -
wheat imports rise again to the 5 to 6 milllon ton level in 1972/73 to,,'

1974/75 A further recovery in production, criticism of trade def1cits,§‘

i..and the unstable political situation during the deaths of Chou and Mao,

S
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brought 1mports down in 1975 and 1976 ta 2 to 3 m11110n tons per year
6 - B

' Wheat imports dropped in average amounts.to 4. 1 mlllion tons per'year'
between l97lnand 1976. However the most dramatlc shlft in pollcy has‘
been the unprecedented high imports‘of over_S million tons a year,51nce»;

'19}5/73.“_Despi:é recofdfbreaking grainﬁproduction,ln l978jand.l97§;

' China‘has'continued ‘to impoﬁt both~wheat'and7coanse'grains,'apparéntly‘n
due to 4 relaxatlon 1n graln consumptlon controls Barleycandicorn were -’

s 1mported 1n the early 1960 s for human consumptlon, but recent corn -

“purchases are llkely used for anlmal feed as well

o -

0 GrainVSuppliers-and Agreements

Source countrles for: Chlna s wheatblmports are’glven dn Table 4 4
Table 4 5 shows the dlstrlbutlon of these 1mports over the perlods.of
1960 to" 1969/70 1970 to 1976/77, and 1977 to l979/80 The mlddle
perlod‘ls dlstlngulshed from the 1960 S . by lower average imports, hlgher
varlablllty, and the cutoff‘of 1mports from Australla | e

Whlle Australla and Canada have been the pr1nc1pal sources for
"y

: \:,, . Teln
LA

Chlna 8 wheat, Argentlna and France were also turned to in. the early
: ’. : e ® : . EENP
_ 1960 s._ The U S,'and Argentlna have become 1mportant agaln in’ recent

‘years. Australla sold sllghtly more wheat to Ch1na 1n the 1960 s than

o

‘did Canada, but was dlsfavored in 1971 to: 1977 on polltical grounds,19¢»"'

'leav1ng Canada as the 51ngle suppller.v Both Australla and thevU S have _
Aﬁgalned large shares of the Chlnese market 1n post—Mao years, whlle

Canada s wheat exports have been large, but dlmlnlshlng 51nce 1977/78

‘V:The U S exported about 4 milllon tons of wheat “to Ch1na 1n calendar

',}year 1980. 20 L (R f','_vi"',p i

Canada sshare of the Chlnese market is hlgher in value terms asy



, TABLE 4-4
o R
R CHINA'S WHEAT AND WHEAT FLOUR IMPORTS
to R FROM SUPPLYING COUNTRIESl

. (Mllllon Tons)

BRRC

PN

3

'j=Yeér ". ‘Argentina Australia,NCanada,\‘ UQS. .+ » EEC . Total

1960617 ... 1.2 0 rge L 0
196162 .1 2000 2000 L.
Ci9e2/63 .1 2.1 17 U
1963/64 1.0 2.5 - 1.0 .
, ° 2:5
2

.

=

R N T IR =T S

1964s65 2.3 1.8 L. -
©1965/66 . 2.2 2000 o201 L.
1966/67 ... 2.2 2.8 ..
S 1967/68 .01 2,420 137 L.
1968/69 ' ... 1.40 213 .. . |
196970 ... 2.45 0 1083 L .1 .76 . 5,04
1970771 1 oy . ULu31 02035 oL .0 3066
CA97L/72 0 v . ae . 200700 L0 w2007
1972/73 ... ou32 - 4037 .59 . ... 5,29
1973/74 ¢ .00 1.2 0 1,37 3,19 . .03 5.83
1974775 . U210 124 2037 0 150" ".18  5.50
CU1975/76 0 .. e 1013 1,20 - s 2033
TU1976/77 . 4B W75 0 1,93 - . h .. 3016
1977778 .37 4.60. 332 .25 .. . 8,55
. 1978/79 . . U89 .1.38. . 3.18 - 2,61 o . . .o . B.06
o 1979/80 -1 .47 - 3.58. - 2,65 . 1,93 .09 8.71

el "SOURCES : Internatlonal Wheat. Counc1l “Exports of Wheat and
;~Wheat Flour: - Séurce and Primary Destlnatlon " Appendix Tables in
. Review of the World Wheat’ Situation 1967/68 to 1979/80 (London: -
Lo UIWE, 1968 £0.-1980) 7 and Internatlonal Wheat Council, "The Grain
v,;'Economy of China,” Review of the World Wheat Sltuatlon 1976/77
(London- IWC 1977), Table 43, p 84 , .

llPreylmlnary f;gures:for each croﬁpihg yearﬁkdulylﬁo-Jung).
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\ ‘ . . o |
2. TABLE 45 |
AN . ! ‘ . P
‘ Distribution of Source Countries for %
Wheat Imports in;Selected ?eriods
Country  |'1960 to 1969/70 1970 to 1976/77 .~ 1977 to 1979/80
' M '1‘ons‘-1 a0 M.Tons1 "%' ".‘M Tons = . %
Argentina | .40 8.7 .09 2.4 .57 7 6.8
CAustralia . | 2,06 h4.b. 2586 20.8  3.19 37.8
Canada | 1.72. - 37.2 7 (20370 0087.67 0 - 3.05 36.z,ng
EBC -1 .38 - 8.l 03 0.7 - .03 0.4
. B - B . : . . . R i @ .
. uUs. e e N .75 18.4 1.60  18.9.
'Tota-l:'L th’." 4.63 n/a. " 4.10 n/a . ©8.44 ' n/a

'rf'SOURCEE‘ SeehTabieH4%4. .
vAveragéfshipment; . infa- Not apnlicable:

Canadian trade pricesifor nheat have'beenvhigher than U.S._prices since

; 21 p ' :
_1978- ‘ Canadlan exports to Chlna have remalned relatlvely constant in.

-

-quantlty, whereas Australla and the U S.. have been used more. as re31dual‘

g,

suppllers On the other hand, the U S. has recelved relatlvely constant

prlces for thelr wheat , whlle Canadlan trade prlces have risen or fallen '

»'accordlng to Chlna S. need for- graln.

On October 21 1980, the Unlted States and Chlna 31gned a 1ong
tern grain agreement over'four years beglnnlng January 1;.1981.‘ The.
e oo : '

U.S. is to supply China w1th six to- elght mllllon tons of wheat and corn-

"_annually The graln supply agreement follOWS the general trade agree—i'
“;ment slgned between the two countrles in 1979 which extended each L

B other most favored—natlon tariff status. - o \ \‘\' h

Similarly the EEC and Argent;na have 81gned three—year graim

= aagreements w1th Chlna announced in. September of/lgg/ Argentlna is to

-‘ }

/""\

3\
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| .

supply 0. 7 to 0.9 million tons of wheat and 0 3 to 0 6 million tons of

coarse’ graln annually from 1981 to 1984 The European Communlty has

' agreed in princ1ple to dellver O 5 to 0.7 milllon tons of wheat - per

year beglnning 1980/81 Argentlna s agreement replaces an earller one

‘to supply 3 0 mlllion tons’ of wheat and maize durlng the 1979 to 1981

{ . : ,".A
period. . :

The present grain,agreements,voutlined in Table 4-6, commit

Chﬁna tofpurchase 2.8'to 3.5 millionhtons per-year'from‘Canada; 2.5

mllllon tons from Australla, 1. ‘0. to 1. 5 mllllon tons from Argentlna,

) 6 0 to 9. O mllllon tons from the U:s. ,'and O 5 to 0 7 mllllon tons per
- year from the European Economlc Communlty (France) A strlct summatlon

.of all agreements 1nd1cates China w1ll purchase ‘12. 8 to 16 2 mllllon

“tons of wheat and corn in 1981 a 51gn1f1cant Jump from earller years

Prellmlnary flgures would 1nd1cate Chlna d1d 1mport 13 0 mllllon tons

of graln in 1980, compared to 9. 3 and 10.5 million tons 1n 1978 and

—

l979_respect1ve1y,‘ i'»l-;wa—;%;fgfvvf : 1‘_‘ "‘ ‘ ;V

x'A‘word of:caution,lhowever; is_in.order for using’agreements
alone to.preddct~Chinaﬂs grain imports; When-China wants to;import"
:graln, many agreements are. entered 1nto; Should\the/expenSe‘of,these

commltmentsllater worry the Chlnese leadership, there are ways to ful—

ovflll the graln agreements w1thout 1mport1ng the full annual quantltlesi;

«indicated' By 1mport1ng close to the beglnning and end of each agree-.

/

ment Chlna can spread the grain purchases and f111 hen needs over a“

L perlod one year 1onger than the agreement 1tse1f This could for J

©

S

‘example, reduce imports in’ 1981 to as low as 10 milllon tons whlle

\
N

‘yet honoring contract tedms._ = 3 e

*

O
Lol

Poonen Canada has had three—year wheat agreements with China from

Lo

!
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TABLE 4-6 \

N % " China's Current Grain Agreements

»COuntry; B | o , Period ’ . Annual Quantity

. S (million tons)

Argentina . 1981-84 (January) . 1.0 to'l.5

Australia ‘_ . 1979-82 (January) . » ‘ 2.5

Canada =~  1979-82 (August) . 2.8 to 3.5

EEC - e 1980—83W(July) S - 05 to 0.7
vUnited.States | 1981-85 (Jahuary) . .. 6.0 to 9.0
| All suppliers | . -(1981) < o 12.8 to 16.2

SOURCE: Internatlonal'Wheat Counc1l, "gelected Bilateral Long~
Term Agreements," Appendix Table VII1 in Review of the WOrld ‘Wheat
Situation 1979/80 (London IWC, 1980), p 121,

>l96l to 1969 from 1974 to l976, and from 1979 to 1982. 22"Alth0ugh
”iwheat 1mportslcont1nued on a regular b331s in the 1nter1m years, these.
‘were handled through spec1f1c contracts rather than under a formal
-vagreement Slmllarly Australla exported wheat to Chlna 1n the: 1960 s:
under a serles of contracts whlch were termlnated in 1970.. Chlna’f
'1mported no wheat from Australla in 1971 or 197 s and‘none from
Argéntina between 1967 and 1972 Three—year agreements were made w1th

"all three countrles for l974 to 1976 although the Argentlne agreement

”ﬁas never ratifled T It appears the change in Chlnese leadershlp 1nh1b1—

ted the renew1ng of these agreements , The purchases of 1977 to
1978 were made under speclflc contrac long term agreements

=estab11shed again in 1979- 82 for e 3 wonuriess

a

,rat‘sales to China in early

Australla and Canada s inltla;
"1961 were pald for in cash : In May of 1961 China entered into credit

: terms for wheat purchases; With Australla lO/ was pald in cash AOA
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in siximonths, and 567 after l2 months With interest. In October of
l962 the sin month payment was split 1nto two payments of 20% at the -
six and nine. month intervals, forming a payment schedule which has been
followed'since for Australian'purchases. -Canada's credit tenms in l9§l
were 257 cash with the remainder'in nlne months includlng lnterest. 'ln'

April‘of.l963gthis was:ehangedzto 25% cash and the'remainder in 18
months nithAinterest, also followed-to date for(Canadlan purchases{

» China has paid oash for grain imports from Argentina, the_UtS.; and
France.. The U.S. has extended credits to the‘Chinese; but these havev
not been used due to the h1gh 1nterest rates |

From l96l<to 1976 - China stlpulated that grain payments were

.to‘be in sterllng.23 - Accepting this rlsk'Canada and,Australla both
were’shortchanged with the devaluatlon of the pound in 1966 While‘
Canada orlglnally hedged‘to cover, some of this risk, after 1966 it be-

"came:inoreasingly‘difficult, 1f not 1mposs1ble, to sell sterllng for—
.ward " The Canadian Wheat'Board estlmates'thls cost of trade to be about:
$81 5. mllllon Canadlan, whlch amounts to 1ess than one  cent per bushel
‘sold.. All Canadlan wheat sales to Ch1na are how de51gnated in elther
‘U{S; or Canadian dollars.za‘ | o |

'g Chinaahas generally purehased loyer'grades ot,wheat, often

hweather damaged in the 1960's Partlﬁ fof this reason the tradéﬁpriCes'
of Canada s wheat exports to Chlna have been substantlally 1ess than

for Canada s wheat exports to the United Klngdom, Japan,-or the Sov1et
Unlon (1n most. years) This waS‘most notlceable in ﬁ973 and 1975 to

»l978. Canadlan wheat prlces to Chlna have been negotlated whereas set

;'prlces are quoted for regular markets such as Japan and the Unlted

Klngdom, Chlna has 1mported hlgher grades of wheat in the 1970 s.'
: . ¥ ‘ : |



TABLE 4-7

PRC Coarse Grain Imports

\

(Thousand Tons)

119

Australda

”gThalland

Year . Argentina " U.S. Total
1972 14 £ 376 390
1973 . 158 1500 1658 °

1974 5900 854 1444

1975 95 . | 95
1976 . | 7

1977 e e L

1978 191 R 60 1073 . 1324

1979  ~ 27 6 -~ 37 2390 ®2519.

1980°  nav. nav. nav. ' 1788 1788

. . SOURCE: U. S Department of Agrlchlture, Forelgn Agrlculture"“
Service, Foreign Agrlculture February, 1981, p. 22,

‘Prellmlnary ' o .nav - Not avallable.
Recent Canadlan sales include Nos 1, 2, and 3 Canada Western‘Red Spring

_Wheat, plus small quantltles of utlllty and Western Red Winter Wheat. 25

Chlna is mostly 1mport1ng soft red w1nter wheats from the U.S. ,lfollow— '
-"ed by hard red W1nter, western white, and some hard‘red sprlng and
m1xed.wheats.26 '

o Table-4—7 gives the sources endlquantities fer Chine's eoerse
grain imports in recent calendar"years:~ These are almost-ell corn'nur—

rlehases comingtfromtthe United States, with irregular amqunts coming

from Argentina. .

C. Rice Exports ; L -

' China did not export rice untll the early 1950 S. These'exports'

did not. represent free market forces in response to favorable prices,
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but were patt of state planning, taxing agriculture to pay for needed
industrial impotte. Rice exports rose graduelly, peaking at 1.57
millionhtons in 1959 aﬁd‘dfopping to .44 million.tons in 1960. *DeSpite
thebneed for’food withid“China, rioe exports werq'maihtained in the
. early sixties tobpay for-previous importsL Mostvearl§ rice trade was
through bllateral exchange w1th socialist allles, with the dlrectlon
of  trade chahging after‘the Sino-Soviet Spllt. Rice was exchanged in
bartervagreements fof\suéar from Cuba; and for rubber_from Sri Lanka.
For a time rlee was exported to the Phlllplnee for cocondt 011 but ‘the
Philipines has sinee begome Self—sufficient in rice. After 1960 Chlna s
rice trade became mbstly'éomﬁercial t;énsactiohs withvfar-eastern
'natlons, taklng adpantage of the rlce/wheat price dlfferentlal

Table 48 1lsts Chlna s tlce sales to‘maJor markets in Southeast
Asia.v'Hong Kong, Melaysia,'Singapore, Macau; and Sri Lanka have alll
beeh'consistent rdce’purchasers. China hasian agreement to supply a"
‘certain portioh of Hoog kong's total rice importsr .fhese have, however;
dropped somewhat in proportlon to total food imports as Hong Kohg has
‘diversified her cohsumption patterns; Hong‘Kong has pald comparatlvely
highe;'pricespfbr her rice imports frod China. . ¢ ) o

'depan made some large'rice pufchaseS'from China in the mid-
1960 s but these dropped off as Japan began to eXport rice herself
Paklstan~s rice imports also dropped off after 1972. Indone51a had
.large rice 1mports from China in 1958 to 1960, dtopplng to nothlng in
the late 1960 ‘s, and then becoming China's largest. market in the mid—

27 China alsq expénded rice exports to developing countfie;;in

1970 S.
'the 1973 to 1975 period when China was the world ] largest rice export—'

er. .Some of this trade was in the form of food aid. Senegal was the-
. e -he tor . _
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largest importer in Africa, while igsolated sales were made to Syria,

Turkey, and Iraq in the Middle East, and to Chile, Mexico, and Peru In

‘

. Latin America. Rice exports to Czechoslovakia, Poland, and Romania
grew considerably after 1968. Sales of rice to non-reporting countries
. . . 28 ‘ . .
such as Vietnam and Cuba have been large. In 1971 China officially
reported rice exports of 3 to 3.5 million tons.
The U.S. Department of Agriculture reports China's rice experts
i st

to have dropped in post-Mao years'from 1.4 million tons in 1978 to l.l‘
"and 1.0 million tons in 1979 and 1980 respectively. The 1981 rice

!4
[ O .

ekp0£ts\gfe expected to be only .6 million tons, the lowest level since

29 s : '
1962.%7 Lower rice production in 1980 and 1981 can explain this trend

in part. However the relaxed grain procurement policies, allowing farm-

o

ers to retain more bf their harvest, is the most likely cause, while
. higher grain rations have undoubtedly raised domesg}c c0nsumption.'
Cﬁina has partitipéted most in rice trade wheq prices are high apd
domestic préduction is normal to good. Although the iice/wheat'price
d;fferential has. dropped, it should»bé high enough to attract China's

. ) . ‘ ] -
exports if making money was the only reason for the sales. Rice exports,

v

" however, seem to be continued for the sake of keeping up appearances.

©
-t

Tfansportation prpblems continue to play some role in China's rice trade

i

as it is easier to export Canton's éﬁ; luses, than to ship them to

[

| deficit central areas. ‘ ’ o

WI. DETERMINANTS OF GRAIN IMPORTS .

China's purchases of wheat and barley in(196l to 1964 were
‘undoubtedly made due to crop’failures. This was a difficult decision

~ for the Chinese to make, as it conceded failure after fhey had adver-

tised agricultqrél~breakthroughs during'their first decade. Once

.%\
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fnittated, however, the economic advantages of fmporting grain outweigh-
ed the disadvantapes of abandoning selt-reliance.

To hepin with, China has a goal to become a4 major world }ﬁmm'
in the near future. While wanting to achieve this on their own, not
participating in world trade would work against reaching this goal ot
all. [t is ecasier for cconomic progress to come to China by trade
participation, however unscttling that trade may be to China's pride.
With a dense and numerous population China will not find agriculture Lo
be the most promising pursuit of her people. Comparative advantage as
dictated by China's resources, favors the importation of food aund the
export of labor intensive commodities.

Secoﬁdlf China's geography and gradual economic progress con-
tinue to:%ake transportation costs high. As China participates in
world trade, the exchange of learning, and the inflow of foreign
tourists, population fends to grow in the coastal areas, while impinging'
upon agriculture through urbén expansion. By geography and histbry,‘
ﬁOrthefn China has generally been deficient in grain. production, while
southern China has had surpluses. The ease of coastal shipping, in -
comparison to local transport, thusvfavors the impoftation of‘foog from
abroad. This was true in pre-war times, and still is true today.

Thirdly, the military coﬁtexg of‘becoming a wbrld power ﬁecés—
‘éitates the mhintenance of food reserves. With rela£ively high propor-
tiéns of the harvest already being;siphonedgout of rural areas to
support the'needs‘of gove:nmeﬁt,'militarQ, and civic life,‘thé oppor—

tunity and marginal cost of obtaining an additional amount of grain

30 Greater food needshfor

from the farmers, under collective ‘control, as opposed to,imporﬁi?g
. ) %&

grain under central control, is very high.

Rl

military and strategic purposes are easier met from abroad.
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'j{should this need arise.:en‘

B 5

o
<

- j7 China s present patterns of grain trade fit. closely Wlth the

I o

e

above logic. Rlceais exported when 1t is profitable to do so, but held

va back for domestic consumption when world prices are. low.’ Industrles

u51ng greater amounts of- 1abor 1nput are developed ‘for the export of

1ight industrialﬁgoods;" The acreage of food crqps has been reduced in’

/favor of indusérlal crops Coarse gralns are 1mported to feed hogs for
' export.- Thus the anomaly of Ch1na 1mport1ng more: graln desplte record

cropSfof her own, becomes somewhat clearer

;o . : - PS

Self suff1c1ency 1s Stlll 1mportant to the Chlnese, but 1t 1s.”

deflned dlfferently It no: longer means ex1st1ng on one s own, but

©

kept.p Exporting goods helps build Supplles of forelgn exchange._i5

Chlna s, graln imports are small compared to the total domestlc output,

n

,‘and the Chinese boast they can manage even w1thout any grain 1mports at’
e ‘%A : . .

v’_allrf The machinery to‘llmit domestic consumptlon is still 1n place :

c.
i
2 ! R . o . Do e o

SN
RSN

Long Tun Chinese grain 1mports should continue.k in the short

'..J

jrun however, the 81ze of these 1mports can’ vary The greatest single

4

'.‘pragmatlsts favor the imports,_and are now 1n control the fear of left

_amost common ‘cause for such critic1sm is: a w1dening balance of trade,

o

lbible trade surplus to support 1t. Since the Chinese are. continually

‘_:galning foreign exchange they need not fear on this account but would

:probably cut back on grain imports lf a 1arge deficit and ensuing

"i_ criticism did arise."

The better the Chinese harvests and the bigger their grain

";; belng capable of existlng alone. Importing grain allows reserves to be R

\<,factor affecting short run changes is the pOlltlcal 81tuat10n. .Whlle.,«
"'wing crlticlsm could restrict 1mports in- particular c1rcumstances.,‘Thé.

fjldeficit. In reality thls is only as dangerous as the lack of dn 1nv1s—'pf

<
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‘reserves the ‘more dramatlc could be th&lr 1mport cutbacks.l At present

-
o

\,o:the Chlnese are reaplng the beneflts of 1mproved technology in agrlcul—

ture, and could do so for a tlme to come._ Frequent dlsasters, howeve;,
‘are not yet under control and therefore contlnue to have an 1nfluence
Ay

’»on productlon and 1mports.f In normdl*ha/yest and polltlcal 51tuat10ns,iu'

"vthe most llkely factor to affect Chlna s graln 1mports is the world

o

iwheat‘price; fWith‘ample grain reservesg Chlna can afford to sit out

"_hlgh graln prlce 51tudt10ns and 1mp01thy‘re When prices;are:lower. 'Ifd

‘ they can’. do thls they w1ll be a stablllzlng factor 1n world graln trade
Chapter1six will‘discuss the determlnants of graln tradevrn-morew‘

y

© analytical detail.
VIT. SUMMARY

Abused by forelgn powers, Chlna developed an early resentment

B} to forelgn trade and resolved to control her own affalrs.ifHowever,»

¥

'_modernlzatlon and the development of Chlna s 1ndustr1es requlred the S

oL L

-~.impdrtfoffforeignftechnOlOgy”and equipment a modernrzatlon whlch has
V_been‘sought by Chlna 51nce the early twentleth century- .Pre*mar tradbf o
yipatterns became egtabllshed w1th Japan, Europe, and the Unlted‘States,.fb
'mHong Kong has formed a doorway for Chlna to the out31de world‘ belngh
'f-ynrev1ously Lsed for 1mports and 51nce World War I1 as ‘an export market.
' Str1v1ng for’a rapld‘develobment of 1ndostry the Peoble s‘;
%Replubllcbassoc;ated flrst mlth the Communlst bloc, whlle trade‘w1th the i

! 4 s ‘ o - o -
West was curtalled by a trade embargo. After spllttlng w1th the Sov1eLs,

,/
. L

:'trade became redlrected to the West w1th a pollcy of dlyer51fy1ng
import’sourcesu, Chlna s trade part1c1pat10n grew w1th 1nternat10nal

frecognltlon, andnwas often a means to achieving thls. Whlle critic1zed



Lo recent'yearSi'
) xe
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.durlng the Cultural ReVolutlon, expanding 1nternationa1 trade has become
L . o : : . : j?

a firm pollcy of postTMao Chlna.g
Trade 1s a government monopoly 1n Chlna, w1th state trade
companles allowed to act on thelr own," but w1th1n government plans, and S

‘ relylng on state purse strlngs“'r

"

Whlle hav1ng a long term trade def1c1t throughout the twentlethi
centurijhlnaghas accumulated a'large;forelgnvexchange reserve in post-"

,‘war'timesvthrough invisible.flows of overseas'remittances, busineSS’~
L , L ‘

[_proflts 1n Hong Kong, tourlsm, credlts, and the ooca31onal sale of gold
*Aand 51lver Contrary to pre—war tlmes Chlna has earned a credlt worthy o
: reputatlon bv tylng ]oans to actual 1mports, str1v1ng to balance 1mportsﬁ

'V-with exportsé‘and maintalnlng‘controltof her own-economy;

L Contlnulng pre—war patterns, Chlna has made large graln 1mports'
AR E ' N
f\51nce 1961 Wthh have grown rapldly 1n post—Mao years. Slgnlng three

rd_to four year agreements w1th graln suppllers Chlna has commltted herself.}_'

'to 1mport about 13 mllllon tons of graln in both 1980 and 1981 Short
term credlts and thc use of sterllng have characterlzed Chlna s method

‘,‘of'payment;f Purchasing.lower:grades_of wheat,has_allowed-Chlna to:"

fuobtaln better graln prlres.

Rlce has been exported to Southeast~A51a, orlglnally to pay for _b'“

A

'capltal 1mports and later as an exchange for cheaper wheat 1mports. .

*R m exports have been ma1nta1ned even in poor productlon years to: 0

-lvlllustrate Chlna s grain self suffic1ency However, procurement con~

~straints and increased domestiC"consumptlon have reduced‘rrce exports

'hlf ‘ China s grain importg are justified by“comparative-advantage;
Vidomestlc transportation and#-rocurement problems, and the need to build

va grain»reserve'for strategic;and,emergency;use.f Chlna no longer seeks



s

"ference ln-quantitiesginvolved.

'to-prodoce her food alone, but'could restrict importshunder large

' balance of. trade deflclts due to polltlcal pressure. Domestio prodquﬂ

‘tlon has not grown rapldly enough for Ch1na to abandon graln 1mports in

X
the near future. Whlle‘una _’]UStlfleS the 1mports by her rice exports,

‘this explanatlon does . not hold in post—Mao years due to - the large d1f—
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NOTES TO CHAPTER FOUR

A Co 4 L

1 ' . ' .
; Paullne Lew1n, The Toreign Trade of Communlst'Chlna " Its
Impact on the Free. World p. 7. ~ :

In falrness to the forelgn powers, the Brltlsh Inspector
General, ‘appointed *in the latter. part of the nineteenth century, acted

in good. trust with the=Ch1nese government, ~bridging. barriers of language

- and China's introduction to trade practises. See H51ao L1ang-11n,
Chlna s Forelgn Trade. Statlstlcs, 1864 1949 pp. 3-6.

Audrey Donnlthorne, Chlna s Economlc System, P 321

’

Feng-hwa Mah The Forelgn Trade of Malnland Ch1na p 19

5
Ibld. p. 24

The polltlcal affalrs of Chlna trade w1th Japan are. d1scuss—n

'ed by Gene T. Hsiao in "The Case of Japan,f chapteg 3 of The Foreign
-Trade of Chlna Pollcy, Law,'and Practlce R oo

‘ L See Table 4~ 3

aE clalms by' . citizens and ‘the blockage of ‘Chinese assets 1n the u. S
-,~was resolved w1th the 31gn1ng of the trade agreement :

. 3y
-

Further detalls of Chlna s trade structure are glven by

'JTjGene T. H51ao in "The Mlnlstry of Forelgn Trade,” chapter 4 of The X

'Forelgn Trade of Chlna PR @y/

1 T : g .
_ 0 For an early descrlptlon of Chlna s balance of payments to
“the- post—World War 1 period see ‘Tang Ch1 Yu, “""An Economlc Study of .
‘ﬂChlnese Agrlculture,= chapter 20 el

Do

'of Flnanc1ng a Long-Term .Trade Deficit in the Twentieth Century," in

Modern Chinese Economic History; edlted by. Chl—mlng Hou and Tzong shlan

”“‘Yu, Table. 2, PD- 396—97

12
W Ibld
13
' Ibld Table 3 p.n403

f . )

14 '
: "Chlna reserves at $7 6 billlon," The Toronto Globe and Mail
br-Report on. Business ‘4 July- 1981 p.-B8; and "Gold. and Forelgn Exchange
.vReserves," Beijing Review 28 September 1981, P 6.‘» » ‘

e Q

L Feng-hwa Mah The Forelgn Trade of Mainland Chlna, p. 179

A prev1ous dlfflculty for U.s. Chlna trade, that of property o

=+

Chen Nal—ruenn,:"Chlna s Balance of Payments The Experlence_

Dot
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B Hsiao Liang-lin, China's Forelgn Trade Statistlcs 1864 1949,
- Table 2, pp.p32 ~33.

17

T.H. Shen, Agrlcultural Resdurces of Chlna, PP- 340-41.

‘18
Riley H. Kirby, Agrlcultural Trade of the People's Republlc‘
of China '1935-1969,. Forelgn Agriculture Economic Réporr No. 83, U.S.
. Department of Agriculture, Economic Research Servrce, 48,

19

See Arthur’A'Stahnke,vChina's Trade nith the West, p. 124.

20 ' -

. U.S. Department of’ Agrlculture, Forelgn Agrlculture Serv1ce,v
‘"Chlna Captures No. 4 Spot Among U.S. Farm Markets, -Grain. Agreement

-Points to a. Bright Future,” Foreign Agrlculture December 1980, p. 9.

21

Sed ‘Table, 5-7.
29 :
- For detalls of Chlna s -grain agreements and contracts see the
‘U S. Department of’ Agrlculture, Economic Research Service, The Agrlcul—
tural Situation in the People s Republic of China and Other Communist
Asian Countries (Title changes from year to year) Review of 1975 and
Outlook for 1976, Table 5, p. 37; Review of 1973 and Outlook for 1974,
Table 4, pp. 13- 14, and Rev1ew of 1970 and Outlook for 1971 Table 22

*.pp 35- 36.

Canada was pald in sterllng untll 1976 " although how. long /’
'sterllng was used to pay Australla and - other suppller51s not known
, Canadlan Wheat Board "Sterllng and wheat’ sales to Chlna,
Graln MAtters Aprll 1978 (pp 5 6, not numbered)
)
. > "Ch1na Wheat Sale, (two artlcles) Agrlweek 17 September 1979
Vp 3, .and 9. June 1980, P. 3. : : .

‘26 ‘ :
v U.S. Department of Agrlculture, Economlc Research Serv1ce,
_Wheat Outlook and Sltuatlon July 1981 Table 6,.p. 16.

: Indone51a did’ 1mport ‘some ‘rice- from Chlna in the late¢l960 S,
‘.but thls was recorded as. comlng from Hong Kong :

: 28 See Food and: Agrlculture Organlzatlon of the Unlted Natlons,
FAO Rice Report: 1974/75, Table 8, pp. .26-27 for estimates of Cuba's
rice imports from China. These range from 130 million tons in.1966 to

230 million tons in 1972 ‘ :

Lo29

P : .
U.S. Department of Agrlculture, Forelgn Agrlculture Serv1ce, B
"WOrld Rice Production, Trade To Hit New Highs- Th:s Year, Stocks to '
- Rise," Foreign Agriculture May 1981, p: 73 and ''China: ‘Rice Exports

_ ;May Drop in 1981 " Forelgn Agrlculture August 1981 p. 14, : %ﬁ‘
» 30 "Problems of graln dlstributlon rather than production leadlng
to 1mports are discussed by Dwight H.. Perklns, "Cohstraints Influencing -
China's’ Agricultural Performance,' in China: A Reassessment of ‘the

Economy, U;S,~Joint.Economic;Commlttee papers, p. 364. . ’

[
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,three areas are releyant to trade-models.

CHAPTER FIVE

THE DATA BASE FOR TRADE MODELLING

A

‘. INTRODUCTION = S \

Most -of the data required for analyalng China's grain trade are

¢

unavailable from Chinese sources; Since 1960, there has.been a statis:

t1cal blackout Whlch has only recently begun to lift w1tH some general

economlc data of the State Statlstlcal Bureau appearlng in the Beijing

Revlewf_ These data cover. current years, but do not ‘as yet fill. the

o . <
gapslof the past twenty years. U31?g occa51onal statements by Chlnese

2

off1c1als, the U.s. Department of Agrlculture (USDA) and other iféclal—

1stslwwe made valuable estlmates of the missing 1nformat10n This

:chapter ﬁlscusses the estlmates and off1c1al flgures avallable, and

\~,

'some of the problems presented in both ‘It is d1v1ded 1nto sectlonsf_

on . grgin output Chlna s populatlon, and trade statlstlcs as these

\

StatiStics are'widely used‘in China to'political'ends,'and'thus

a degree of cautlon is’ requlred 1n thelr 1nterpretatlon. %There is,

" however, no evidence that off1c1al flgures are deliberately falsifled

Since the breakdoWn‘of the statistical System,durlng the.Great_Leap

fForward China has been eager to keep accurate records for state plan—'

e

'-'ning.' However, her ab111ty to do so: was hampered durlng the Cultural
ReVOlution. The former reluctance to release 1nformat10n has 1essened

'somewhat as. recent data are more’ flattering to the present regime

s

130



ST . am

II. ‘GRAIN PRODUCTION ~ - ' >

Grain output is the most'difficult information for ‘the Chinese’
to,measure”and for specialists to reconstructf Yet it is of central
significance to grain trade patterns. Thebmethods of calculating grain'
output'are diéousSed first,.followed:hy thelcohtroversial.Chinese

. P _ . _ —
definition 'of grains, .and 'a comparison.of production estimates.

"~ A. Calculation 'of Grain Production

Voo

In the pre—war years of 1931 37 official grain'production datg-

swere collected by voluntary crop. reporters throughout China prop?r.

In a snecial survey the percentage of cultivated 1and in each crop was
determined. Multiplying these percentages by the total cultivated 1and
invChina gave thejsown crop area. This,in turn,was multiplied by the
_ohserved harvest yield to estimate’totaligrain output.l, ; -

tR

In-a senarate study,-John'Lossing‘Buck discovered thatathe_

'jofficial figure for cultivated land area was Significantly in error.

A

Much of the land area had been underreported by farmers to avoid paying
. : 4

vtaxes;‘ Attempts to correct»this figure by ‘the Nationalist government
wbproved faulty,andiincomplete.i Errorsvin cultivated land area wereﬂ
‘gradually found by the Communists; but were accounted for as successes At* T~
of land reclamation. Since the first post—l949 estimates of grain
output apparently used uncorrected figures for cultivated land area,
many experts have felt these early estimates are too.low and have
: attemptedyvarious means:of improvement.3 Most, however, accept,that
‘official'figuresrarefreliable for 1957, the year used‘to reconstruct e
estimates for the earlier years.

After the formation of the State Statistical Bureau, a model

s
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surveyfmethod was introduced:invl953 to improve estimates of‘gfain

output. The sown area was still determined by inspection 'of crops in

'

the field. . Yields, however, were obtained by choosing model farms to’
repreéent a larger district. Careful measurement of grain output on

as used to calculate a yield per sown area for the
. The choice of model farms was at the discretion of
T . ’ o AR
O?tput‘cpuld'be‘exaggerated by choosing high yield

the model'farm

‘larger district.
ilocal leéders.
‘réther than t picél £arms as models. - .

o Cfiti ized during the Gréat Leép Forward for holdihg‘back tﬁe
"moveméAﬁ, théyStaté‘Statistical_Bureau.was disbanded' and its-work.' |

14

‘assignedltojlo¢al unitsﬁ With no one to check on acc?fécy,‘ much high—

‘

er'ouqbuté wefe‘ciaimed than in faét-exiéted{- A ﬁagionai movement was
Aundéftakén'in 1959 td-festofé-accuracyvto.officiél.statistics. "The

' éizevof,the 1958 hary@ét,remained uﬁéertain, but fhe reliability/of-v
Chineéé,statistiéS'begéﬁ tblimproye‘steﬁdily.  Whiie'having'ifs,wo;%'

~ disrupted again.during thé‘Cult@ral Révblution, the Statistical Bﬁrgau
hag,beeﬁ'fﬁhctioning anH-publié}ing statistics siﬁc¢-1977.5 : T

.

'r\In;1960, it was decidéd/to'use”tﬁe'barﬂ Outpdt,of,grain, as .

- meaSUred aftefvloSses from_reéping and thrééhing.6 -Previously the
iproducf,of Yield‘and.sown'éfea had givén the biological output of the

grain,while it was still in the fields. Barn.and biological yields

~ RN . . ) .
iwere_éééentiallyvidentical priot‘fo collectivization. However, the
swéeﬁi#g Changes?6f7the com@ﬁﬁe'gyiiem:remoVed theltraditiohal Chinése-\
Cafe in saViﬁg'every’pérLiéle of grain,lSOIthat~sﬁbs£anﬁial:harvest. _
losses were ihcﬁfréd;;: | ’

vfhg,model surve§Vitséif is‘no longer‘used'in Chinéffor esti@aﬁr.

ing agricultural output. Each unit of'accountvfgenefally_the team)

A -

has an accountant who records all aspects of collective production:
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hnd its dispbsal. "The unit data are thenbégérggated_at the brigéde,
commune , équnty, provihcial,nand.nationalflévels ta givg the,resﬁective
totals for gréin'output; Model féfms need not be chosen as the sample
"has Begome thé-univerge. |
Provincial sﬁatistiéians arébassigned to'rgview the work of the
local éCcountants. State quotas fof gra;n procufqment‘are based on
‘the previousvyéar'S'OUtput. This‘discqurages ovérreportiﬁg; but gives,
 substantia1'rea§oﬁ‘for pnderfeboftiﬁg, The large increaéeé in output

of 1978 to f980 could be' patrtly due to grain cdncéaimént in earlier

years.:8 Nonethele§s, the‘checks“by visiting cadres and the fact that

"~ all collective accounts' are open to scrutiny by the collEfti#e's'

(vmembgrs make it diffdcult to falsify]prdduction records.- //

B. Definition of Grain

A bothersome technicality in estimating grain output is that

> the Chinese do not always expiain what they'incluQe in thei;fdeﬁinitioﬁ

Of,grgins.‘ Rice,iwhe;t,'cqarse grains, tébexs,'aﬁd‘pulséé.héﬁevélways‘
been includedﬁ Sbybéqns; héwever?‘haye alterﬁgtely begﬁ{excludéd and
inélgdéd; PotatOeé‘have at times béen.convefted fo gréin equiyglent:"
“by a ratio of four tons of potatoes edualélone ton of_grain,‘and at

other times on a five to one ratio.

The data feleéSed up - to the end of 1955,includéd spybeéns,;while

pbtatoeéldgré cbpverted to a'grain equivalént?by a four to onefratio;
Beginning -in 1956; sqygeans Qérg”excluded as grains.' With no further
éxﬁlanatiqns;gi&en, this definition was_assuﬁéd to apply~to_graiﬁ
output géferences~duéing‘thggﬁlaCROufiyears; Erisman, in his 1§$5 ~

estimates, also excluded soybeans and .used the four to one ratio for

o



o
potatoes. In their 1978'paper, Field andLKilﬁatrlck demonstrated that -
the current Chinese grain definitionhincluded soybeans while converting
‘potatoes to a grain’equivalentvon a five’tovone basis;9 Using various
reports, they postulatedathat soybeans.had been included'since 1964 in <
off1c1al references to grain output while the potato grain ratio had
"ehanged in 1970.° Acceptlug Erlsman‘& estimates concerning grow1ug
conditions, they changed his figures to accord with the grain defini—
‘tion used in each year; and thus accountedzfor iuconsistencies‘in tbe
figures released by the Chinese. | ‘

| Noting the‘grain output figures which'the Chinese haveopublished
since 1978 AM. Tang concludes that the Chinese 1ndeéd‘include sov—
7beans as gralns, but that potatoes are converted on a four to one
'ratlo.lo He bases thlS latter conclu31on on.the strength ofcthe:l952
'output flgure quoted by the Chlnese in thelr 1979 release However,
"1n the 1981 communique of the- State Statlstlcal Bureau, the Chinese
exp11c1tly state that tubers are converted on a flve to one bas1s,

thus substantlatlng Fleld and Kllpatrlck s postulate 1 How long this

’

. deflnltlon has been used is not known, so uncertainty remains for

figures quoted during the blackout years.12

. C. ‘Comparison-of Estimates -

/

U, Table 5 l summarizes relevant estimates of China's grain'output.
The official output flgures for 1949 to- 1957 appeared in the Chinese

publicatlon Ten Great Years, and were used by Erisman for those years.

4Chao s figures for 1949 to 1957 are a reconstructlon of output u31ng

the 1957 figure which is believed to be the most rellable. - From 1958

1

on, the various estimates of China's grain output have been based on N



TABLE §-1 - - 135
ESTIMATES OF CHINA'S TOTAL GRAIN OUTPUT
(MILLION METRIC TONS)

”Year ’ Kang ' Erisman’ USDA1  Field And” Offi¢1a12 © FAQ°
Chao Yo - ' Kilpatrisk Revisions
1949 134.2 108 - A c e o110
1950 143.6 125 ... 136" Coe 122
1951 . 155.4 135 e LA 143.7 133
1952 - 166,2 154 154. 4 161 ‘ . . 152
1953 169.9 157 156.9 164 C e o152
1954 - 175.8 160 - 160.5. 166 C e 157.
1955 181.8 175 174.8 180 . ... 172
1956 - 188.3 182 182.5 188 S 183
1957 186.5 185 Co485.0. 191 . 195.1 185
1958 205 200 .  200.0 7206 200.0 198
1959 470 165+ 165:0 - 171 R £+
1960 150 160  150.0 156 143.5 171
71961 160 160 162.0 © 168, . 169
1962 170 180 174.0 180 160.0 182
1963 - 182 185 - 183.0 190 ... 181
1964 495 195 200.0 194 ... 9T
L1965 200 . 210 200.0 - ¢ 194 © . 194.5 208
1966 - .. ... 215 215.0. 215 P 206
1967 ... 230 . 230.0 225 ... 215
1968 - . . . 215 - 215.0 f210 L. 213 .
1969 . .. 220 - 220.0 215 coe w222
1970 . e . 240  240.0 243 e 240
1971. .. . . 246 246.0 - . 246 ... 250
1972 . ... . 240 240.0 . 240 e 242
1973 . . . 7 250 -+ 250.0 - 266 e . 257
1974 . 255 - 265.0. 275 ... 264
Coa9ts L. . ... 2100 - 28& 0. 213
1976 e .. . 2720 285 ... 278
et .. ... - =000 285 . 2828 275
1978 . . . Ne S 2790 0 L. 304.8 . 297
1979 e s e e e e ee.. 3249 T 323

1 Excluding soybeans, with potatoes converted on a four to one
grain equivalent. : ' ' : o
. v 2 Including.soybeans,'wifh potétoes converted on a five to one’
grain equivalent. ' ‘ . ‘

3 L eaas : . ’ . ; L. :
Excluding soybeans and pulses, tuber conversion ratio unknown.
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TABLE 5~1--Continued

SOURCES: Kang' Chao Aqucultural Production in
Communist China 1949-1965, Table B8.15, p.227, and p.246;
Alva Lewls Erisman,r“china: Agriculture in the 1970's"
in China: A Reassessment of the Economy, U.S. Joint
. Economic Committee papers, Table 1, pp.328-29; U.S.
Department of Agriculture, Economlcs, Stat15t1¢s, and
Cooperatives Service, Agricultural Situation: People's
Republic of China: Review oI 13978 and Outlook for 1979,
Appendix Table 2, p.30; Robert Michael Field and James
" A. Kilpatrick, "Chlnese Grain Production: An Interpreta-
‘tion of the Data," The China Quarterly 74 (Juneé 1978):

372; Kang €thao, "The China Watchers Tested," The China
Quarterly,; 81 (March 1980):102-3; Kenneth R. Walker,
"Chinese Grain Production Statistlcs A Comment on Kang

" Chao's Research Note," The China Quarterly 82 (June
1980):342-43; "Communique on Fulfillment of China's

11978 National Economic Plan," Beijing Review 6 July

1979, p.38;: "Communique on Fulfillment of China's 1979
National Economic Plan," Beijing Review 12 May 1980,
p.1l4; International Wheat Council, "The Grain Economy .
of China," in Review of the World Wheat Situation 1976/77,
Table 39, p.81; and Food and Agricultural Organization
‘of the Unlted Natlons, FAO Productlon Yearbook 1979,
fTable 9, p. 94 ,




":gﬁéfigures since 1977 in its cdmmuﬁiqdes:on the fulfillment of the

137

seattered official statements, and reflect the haziness of the flyures
; 13 -
quoted. _ : .
The USDA series, as given In 1979, replaces an carlier serles

prepared by their Hong Kong office, and is used by Anthony M. Tang in

) / ) - ,
his 1980 report on China's gruinaproduction.l‘ The reliability ot the

¥ ¥ P

o . : . o . 5
USDA's carlier series is questioned by Thomas B. W1ons.l while the

-1
o

origin of the 1979 USDA series is not clearly explained, it coincides
with Erisman's figures for 1965 to 1973. Chao, Erisman, and the USDA

all exclude soybeans as gfaﬁﬁs while usimg the 4:1 ratio for potatoes.

Some Chinese releases for the blackout years hawve been reported

in ‘research notes:by Kang Chao and Keaneth R. Walker in The China

: . . )
"Quarterlj. The StateOStatistical Burgau of the PRC has given output’

[ (‘ ~

i i

National Economic Plan, reported each year in the Beijing Review. All

recent references to Chima's grain output quote'the_Chiqggk figures.

The USDA also revised its oufput series in ‘1980 for the years 1977 to.

1979 (See Table 5-3).

a

Tang, states that the FAO data leave much to be desired, "mainly

because of lack of documentation of sourcés, methods of estimation, -

w17 !

and,aséumptions made. The major objection to FAO data could be that

Chinese figures inciudg Taiwan.-.Since 1972, this hés baen required by
the Chinese govefhment for all United Nations statistical coVerage.18

. FAO data, however, do not'vary greatly from the other estimates,

L3

excep;,for between 1959 and 1962. The'FAO_includes tubers as gréins;

presumably on a four_to?one,equivalent; but excludes both sbybeans and

puiseg.» _ - co

“u

USDA and FAO are the oﬁly sources to give producfion of

¢

4



: st TABLE 5oo ’ ST

B e @§HINA s OUTPUT OF aRAINS‘“
e AT e (dILLION METRIC TONS)

. Year®' ' Rice Wheat ' Voarse“1 Tubefsg " 'Soybeans Total’
S . " Grains- . - e .7 Grains

Vi

v 1952 7 685 1801 51.5 16.4 3
L1953 74.3 183 . 50070 1647 i56.9
©#1954. 70,9 SR L. R 49:3 LoAT.00 160.5
F1955 . 780 T 23,0 55_ o ‘18.‘9" ,_9.'1' 174‘.8

1956 62,5 24,8 - 53.4 1.9 . 10.2 . as2.5
‘4957 '86.8  23.7 © 52.7  21.9°5. 10,0 . 185.0 .

154.4

WO O |
L0 N

,% - 5

S A 1958 19300 25000 52.0 70,0 0.5 200.0.

1959 ¢ 79.0 - - 24:0 41,0 1.0 1150 165,70
1960 73.0 . 21,0 36.0 20.0 1150.0
1961 78,00 16.0 4.0 .. 24.0 162.0
1962 178,07 20.0 5%.0 2%.0 C174.0
1963 - 80.0 .. 22.0 56.0 & 25.C 183.0 .
1964 . 90.0 25,0, §3.0 7 26.0 .. 200.0° .
1965 90.0 - 25.0 i 60.0  25.00 200.0
1966 96,0 . 28,0 . 66.0¢ . 25.0 215.0
1967+ 100.0° ° 28,0 76,00 26,0 . . 230.0
1968 .'95.0 25,0 - 70.0 . 25.0 215,00
1969 99,0 27;0.*5 ; 69.0 . - 'ZS,OT o LY200
19707 410,00 3.0 (75.0  24.0 2400
1971 117.0 31,0 . T75.0  23.00 246,00
C 1972 412,00 , 36,0 69.6 . ¢3.0° 240.0 -
1973 11800 35,0 73,00 24.0 10,00 250000 L0
CoA974 . 12705 . 38,0 745 25,0 . 9.5 ges.00 7
1975 © 26.5 . 41,0, 77.57 . 25.0 . 10.00 270,00 .
1976~ 125.5 45,0 . 76,5 -  25.0 9.0 27200 T T
1977 265 a_40.5 o T6.5 @65 0 5':f 270:0"
1978_. - i25-57'_»“f444°?° j 81 o 28i5 10 [:  239§@;» o

o
co}

W. I N O O OV OV O
L0V N0 DD W O N0 N

s

SOUQCES Anthony M. Tang "Food and Agrlculture in Chlna," incn oo
o Food’ Productlon in. the’ People s-Republic of China, by Anthony h. Tang
,“v and Bruce Stone, IFPRI Research Report No. 1“*Wash1ngton, D.C.: IFPRI,
.~ '4980), Table 3%,p.26; and 1J.S. Department of £ rlcu&ture, Lconomics, L
Statistics, and Lo—operatgves Service, Anrlcultural Situation: People's - . .
~Republic. oI China: Rewiew wf 1978 and Qutlook 10r 1979 (Wasn;nﬂton, e oo
D C.. USDA. 1979), gﬁﬁéndlx—Table ey p 30 R , TR A

‘‘‘‘‘

Coarse vrains include corn, ilfet barley, sorghum. pulses,'andv
'other grains. o j i : B EIE T : , » Sk

Tubers converted to grain equivalent by 4 1 ratio..: g

'" 3 Total graino do not include soybeans.
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; R o TABLE 5-3 | L

COMPARISON/@F OUTPUT BY GRAINS IN RECENT YEARS_tS
(Mllllon Metrlc Tons)

u. S"Department = State Statlstlcal
of Agrlculture~: f Bureau (PRC)

Grain - : - e -
S 1977 1978 ° 1879 1979 1980

h i R v
143.6 139.3
61,6 54,2

o

 Rice- . “l.129.0  137.0. 140.
Wheat ~ + | 41,0 | 54.0 - 60.
Coarse -, ' 74.5  76.5 . 77.
Grains . ’ ‘ ‘ SR T o

o

o e -w .. .. ..

n

‘ TubersffoYJ 1f?;'.,ﬂ 7tsh_,‘.‘ RS aio28;5'i 227,85 |
’Soybeans S ) S 3:5 S PR et _‘7.4 ”'f7:9
others! 38,3 .37.3 .37.0 | 90.5  89.1

':l¢oﬁ;12u"*’ | 282.8° '304.8 315.5 ;_331.s~a-5;8,2 :

'SOURCES: U.S. Department of Agriculture, Economics, = -

‘aStatlstlcs,‘and Co—operatlves Serv1ce, ‘Agricultural

N Situation: People's Republic of China: Review Sf'1979.‘

' . and Outlcok for 1980, ‘Pable T; and People S Republic of

‘China, State Statlstlcal Bureau, "Communique on Fulflll— S:

ment of ‘China's 1980 Natlonal Economlc Plan, Beljlng
Rev1ew ll May 1981 P 25 ,

! "1 For the U.Ss, Department of Agrlculture, other

grains include soybeans and tubers, while for the- State

‘- Statistical Bureau other gralns anclude coarse gralns.,
and pulses., L . : ,

U S Department of Agrlculture flgures correspond

- with’ the Chlnese .figures released at that time. The
1979 total, qraln output was revised byothe State Stat-'
3,-1st1cal Bureau ‘in thelr 1981 communlque.f

/.
b




Bureau communlque of 1981 graln produqtlon has .been broken: down into

'_off1c1als for v131tors have been taken as a 51gn that China was

Ppopulation-data.v

~“:bnreported blrths could bevsignificant,v“Thedtraditional Chinesehdesire

dfamily planning. ’For thisg reason“Aird‘and other demographers estimate

g'Chlna s populablon to be higher than that glven by Chlnese off1c1als.~j‘

140

individual grains. Table 5 2 records the USDA (1979) output of gralns

-as required'for”regre551on‘purposes. However, 1n the State Statlstlcal

o

irs component.parts;» A comparlson of the off1c1al flgures with that
of the USDA (1980) appears in,TablefS—B,
III.  POPULATION

l

China has notﬁhad-a detailed census since 1953.  The 1953 figure

- is generally held to be correct with Varyingbassumptionsbapplied to
,“postulate growth 51nce then Unt11 recently, Chlna s statements about

populatlon 51ze have been 1ncon51stent and lacked prec131on ’ At'one

tlme, Ll H51en—n1en (a Chlnesc leader) confessed that Ch1na had no

19

The rounded flgures quoted by Chlnes

accurate populatlon flgures
. ‘e
thistasic informationl‘ The dlfflculty arlses from the fac@ﬂpgf

Chlnese populatlon data are not gathered for thelr own sake,.'

appendage to other sgatlstlcs. The local personnel handllng this:task”'

"7'_are not‘well tralned, and probably do not place hlgh prlorlty on.-.

b
Much evidence seems to indicate that birth control measures |

have:not?beenyas‘effectivevin'China as .government programs have sought:.

for posterity has not ‘been eliminated, resulting in‘strfcter‘laWS on

BNy

John S i d is the major Western expert on Chlna s populatlon .": .

and has‘devotedfmanyiyears'of study to'it, In hls 1978 paper to the
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o o E TAHLF 5-4

ESTIMATES OF CHINA'S POPULATION
' (MILLIONS)

‘Year. . aira(1)'  Atra(2)'  orficial® w.x.?  orleans'

576.0 . 576.0 . 8576.0 . - 4 . RO
589.2 589.2 . .. .. ... .- 588.0
602.9 - 602.9 . . . . ., .. i - 600.3.
617.2 L 61AT.1 L o0 . 61209
632.7 632,0 L .. 625:8
647.8 646.5 . O 3 1: M B
6626 .. 660.5 L eate e 651
U 876.9 6731 .. ... L6628
C689V3 L 686.4 L L e eTE
- {fﬁ699.9‘ o 69815:1o_ 'V;._\ AR TR : 685,6’v‘
T4 TR o D e 8979
T29.4 . 126.7 FERE RS 710:5
S 145.5 . 741.4 e 1R3l3
©762.6 . 157.3 e 136,30
CUT79.6 L .. 14808
7978 i 789.7 ' . 761.5 -
. 816.8 807.1 - L1744
836,50 . 825.1. . 787.6
S 356.6 T BAB4 - 800.2
L 876.7 - 860.9 - 813.0°
- 896.2 . 817.3 - B25.2
915.2  -892.8 A 837.6 . .
933.7 - 907.3 . u . . . 895. 8502
952.4.,922:0 . .. . 908, 863.0
9T1.40 0 937,047, .. 920. 875.1
 993.6 - 956.0 gs8.1 . . -933.0 - 887.4
10141 972.5 . . 970.9 . . 945.0 ~ = 898.9 - -
. 1033.1 0 987.4  9g2.6 956.9 T 910.6

s

®

N D _._o
SR MR IS IR« NI e B e N

) —— . - .' g - ) 3 m\_xw»/}
SOURCLS John S.‘Alrd "Bopulation Growth in- the People s Republlc
of. China,;" in Chinese Economy Post Mao, p.465; Leo A. Orleans, "China's '
Population: Can the Contradictions be Resolvedv" in China: A Reassese-‘
ment of the Bconomy,p.77; PRC, State Statistical Bureau, Beijing. wev1ew
+ 19 Way 1980, p.24, and 18 Vay ‘1981, Pp.20; United’ Natlons, onfﬁix‘-
Bulletln of atatistlcs, various issues to 1981. _

1

Totaled as of January 1-»_". ,: ‘ o 'f -
, _

- Mid year population figures, revised eeries.;’ L O
s S

End of year: population totals for 1978 -80,
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Joint Economic Commlttee of the u. S, Congress, he prepared a low and

hlgh populatlon model ‘The low model (Table 5-4) used Offlclal provin- ..

, cial totals as a minimum estimate.u‘The hlgh‘model took a conservative

approach to dropplng fertlllty rates ' A third intermediate model
1ncorporated no basic assumptlons on populatlon growth but was simply
) the meanuof_the otherwtwo‘models Tang uses Aird's 1ntermed1ate model

b(at mid?yeary,.COnfessing that although_it.is in,the higher‘range of
v N : ] :

.

estlmates, it "1s belleved to be. based on’ the most careful SOphisti—

',tated, and extens1ve methodoloby "20_

The 1ntermedratt model (for
January 1 of each year) has also been used,ln trade modellrng and is

recorded in’ "“Table 5-4. The‘low model, as expected is very close to

o

'->the off1c1al Chlnese populatlon flgures 1n 1978 80.

~Orleans' estlmates,:slm;rar_to an earller.U;N;hséries, are very

ilow.comparedfto China”s‘o ficial-population'statistics} 'China,reporP?dv'

“a” populatlon of 975 2 mllllon (1nclud1ng Talwan) as of December

‘11978 “.s0" in Jnly of 1979 the Unlted Nations rev1sed its: flgures up~-

- ZlA s . <
gward U N. data: have 1ncluded zalwan s1nce the early 1970 s
_evef} the populatlons reported by the State Statlstlcal Bureau do ot

o 1nclude Talwan. A one bllllon popuiatlon began to be quoted 1n the ,

'Beljlng Rev1ew in the beglnnlng of 1981 although by offic1al flgures

"the,populatlon should not reach‘the one bllllonpmark even by:the end,: I

~L<of.thisbyear.
"IV. TRADE DATA. '
Although Chlna s trade data’ are avallable and have been calculat— h

R ed from the reports of trade partners, the procedure poses many

- 22 , o
problems. <. Many'countries suchhas V;etnam do not report’trade ‘
R . e L . . o



. China s trade partners is often lengthy, as well as being laborious

N
k)

' L
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_statistics; ‘leaving.,a considerable degree of uncertainty'in the final'

y

figures obtained. The delay in obtaining informatlon from each of _

s

and‘time cOnsuming. Quantity figures recorded by the partners will

" not be/identicalfto China's figures due‘to thevlag‘in%shipping. ‘The

-~
\

values of trade figures need’ adjustment from free —-on-— board for exports
to cost—insurance—freight for imports and vice versa. The hard
currency balance of trade is preferable for analy21ng gra1n traoe; 1s‘

probably more reliable and should ‘be’ ea51er to obtaln than the total

»

balance of trade, butfls;not‘as frequently reported;

" The various trade data used in*modelling are grain'imborts and

'exports;_wheat“and rice prices, and the balance of trade.

A. Grainilmportg'and,Exportsb(Tahles 5-5-and 5-6)

i

'Fortunately,vchina's grain imports‘inVolve'Only a few,trading

3

‘partners.. While U.s. and Canadian export statistics are readily acces—“
sible, Australian exports‘are‘notr The USDA gives estlmates of Chlna s
total' grain importS<in its annual reportvon,the PRC agricultural

situation. More up to date 1nformat10n can be gleaned from the USDA s

.though it does 1nclude 1mports from. China. FAO gives estimates,of‘

,Foreign Agriculture monthly and USDA circulars on grains; " Since the :

grain suppliers are well known, China's grain import figures do not
suffer from constant updating, other than rev151ons of preliminary
o

'tfigures.

uurprlslngly, the U. N does not record exports to China “al-

Chlna '8 graln 1mports, but these flgures 1nclude Talwan.23 This};

-

rbecomes much _more 31gnif1cant in trade figures because small nations :

_Paftitipate comparativelyvmore;in trade than do large,nations;-and
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- . . TABLE 5-5
CHINA'S GRAIN IMPORTS

(Tﬁousénd Metric Tons)

Year - theatlv corn ~ Barley - Rice Ccarse "Total
- : ' K Grains Grains
1961 . 4093 ' . 44 1237 62 1446 . 5601 .
19062 .. 3957 ¢ .-492 - 35 5 . 1160 . 5122
1963 . 5455 13 25 - 97 65 5617 -
1964 5107 377 570 77 1110 © 6293
1965 - 5774 o720 24 112 138 6024
1966 5743 - 20 e .51 20 5815
1967 ., - 4133 160 W . . . 61 - 160 4354
1968 - .4340 . 20 R S 33 20 4393
1969~ 3928 . 5 .. 5 , 6 3939
1970 4950 - 13 . .. . 13 4963
1971 3022 - 107 . L. . 6 107 3135
1972 4252 390 . Cie e 13 390 4655
-~ 1973 7 5982 16264 ... 2 1658 7642
1974 5345 . 1428 . .o e o- 1428 7 6748
1975 . 3339 95 S .28 95 3459
1676 . 1921 e e S . la0 ;e 2061
1977 6838 . ... .o . e+ . ... 6838
1978 - 7985 1324 S e et e 1324 9309
©1979% . 7976 n.a. S ... 2519 10512
1980% . 11300 n.a.  ,:;- .. 1788 113000

K3

W

SOURCES: Frederlck M. Surls "China's Grain Trade,” in Chinese:
.Economv Post Mao, U.S. Joint- Fconomic Committee papers, (Washlngton,'
D.C.: USCA, 1578), Table. 1. and ADpendlx Table 1, pp.655 and G69;

u.S. Department of Agriculture, Economlcs, Stathtlcs, and Co-

- operatives Service, Agricultural ‘Situation: Pecple’'s Rexuhlic of
Chiv. Review of 197¢ and.-oOutliook for 1979, Table-9, and Peview of
I/ T outlook for 1980, Table 9; U.S. pepartment of 2griculture,
Fore; hgriculture. Serv1ce, Forelgn Aqrfbulture December 1980 Lp 9.

1

Includes wheat flour converted to whole grain equlvalent

‘Prellmlnary. o ?‘ ' n.a. - Not available.’
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TABLE- 5-6

CHINA'S GRAIN EXPORTS

E \v \ _(Thousand,Metric Tons) !
, T , Wheat ‘and Total Rgvised-'
. Yeary : Rice Wheat . Corn Coarse Grain Rice . o
) " #Grains Exports Exports
,196%';  444 121 30 154 598 ¥,
1962 578 - 89 1. 90 668 . . .
1963 640 110 110 . 222 862 . . .
1964 784 111 170 289 © 1073 . ...
1965 753 .. . 254 264 1017 D
1966 1264 .. . 227, 239 . 1503 . . .
1967 . -1les 23 75 114 1312 . . .
1968 967 . . ... 51 60 1036 . . .i.-
1969 . 811 . . o ... 20 831 . . .
‘1970 986 © 4 1 47 1033 - .. .
1971 924 3 . 93 119 - 1043 . ...
1972 . 899 17 99 , 159 1058 1556
‘1973 2142 7 .26 68 - 2210 2592
1974, 1983 29 77 138 - 2121  .2552
1975 - 1440 co. 115 . 181 1621 - 1964
1976 900 . . . 126 168 1068 1446
1977 1000 ... 58 ° 100 1100 1023
1978 1400 . ... . .. ... omav. 1210
1979 900 .. .. S e  nav. 12002

L

SOURCES: Frederlck M, Surls,'"Chlna 8 Grain Trade,"
in Chinese Economy Post- Mao, U.S. Joint Economic Commlttee

- :papefs, Table I and Appendix Table 1, pp.655 and 669;

U.S. Department of Agriculture, Economlcs, Statistics,

and Cooperatlves Service, Agricultural Situation: People's
" Republic of C%@ha- Review of 1978 and Outlook for 1979,
" Table 9, and Review of 1979" and Outlook for 1980, Table 9.

;“

1 ...

Milled weight. .
’ ’ . é N

? Ppreliminary. ~ ~  nav. - Not available.

i o
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faiwan has considerable imports of wheat aﬁd coarse grains. - The trade

-statlstlcs of Taiwan itself were unavailable. Apparently Taiwan's

- exports’ of r;ce have diminished greatly in recent years, so ‘the FAO o

R v
rice exports for China could be mbre reliable than the grain imports.
China's grain exports are possibly the most frustrating
statistic to determine. AS'an example'of this, the USDA, in its l979

‘

report on the PRC agrlcultural situation, listed China's rice exports

as given in the flrst column of Table 5- 6. In 1979 80 however,'the

entire series from 1973 on was updated and rev1sed probably because

-more reéords from China's trading partners-became ava;lable. Unllke‘

1mports, China’' s graln exports go to an entire spectrum of developlng
natibns. Large exports to Vietnam'arevnot recorded at all. Other'

natlons keep poor records of commodlty trade, whlch are often delayed

in subm1531on to ‘the UN statlstlcs off1ce. Czechoslavakla and other

Eastern European Communlst natlons release the value of trade, but not

o
4

the quantlty The U.N.'s Commodlty Trade Statistics recérd each. -

nation' s, 1mports of rice from Chlna, but thls is 1ncomplete at beet
and may be uureliableuunless data are carefully compiled by experts on_

Chinese trade.. L

Surls has calculated China's exports of wheat and coarse grains

- from trade partner statistics. These are needed to determine net

AN

- wheat and coarse grain imports. Unfortunately there is n§5ready,sourcec

o

from which to obtain an update of wheat and coarse grain exports, SO

~this data mist be tabulated again for each country if it is to be

‘included in trade analysis.. -
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B;. Wheat and Rice Prices-

Whileigrginkprices seem Qell defined in theory, they change
rapidly in practise. ‘Spot market priceslexist at any point in time
fo;-the major grainé of worldAgfade. Iheéé are recorded by day, month,
ahd:yearly aVergges: Wﬁolesaie,prices in Tables 5-7 and 5-8 érg ‘

“reported by:the.IntéfnaEioﬁal'Monetéry'ﬁund in their yearbook oﬁ‘finan—

cial statistics.. Prices differ by the point ef in-store purchase.

While it would be better to use Canadian‘wheat'at.Vancohver,utﬁese
.pripes are averaged by the International Wheat Council for the cropping
year rather than the calendar year, so the Fort William price as given

by the IMF is used instead for comparison. Different grades of grain

. v . o oy _ ’ o
also have different prlces.LA- o . , C

Fbrfregression purﬁosgs,_the éctual'pricé of grain tradéd (value
.diﬁided by quantity} islused. Trade‘prices 1ég behinq marke£ pricés
. .due to the timé in'shipment. When éssessing the actﬁal CO;t éf thna's
impbfté and receipts from Chinafs’exports,'it_ié‘neéessary to.chénge
free;on;béard pfiCeé'repdrted by th; éxpé}ting‘qations to cost—insur}
anee—freightlpriges éaid by China, and‘vige versa.for'rice‘expofts,
. Surls adjusts-WEeat t:éde values upwafds valO ﬁércent‘ana‘ricg trade -
ddwn&ards by 7;5”perc¢nt dﬁe ﬁé China's’proximity to its‘rice‘pdrchas;
) v v _ . o

ers.

5

L : a
In éstﬁmatiﬁé‘trade prices fofyrecent'yéars, special procedures
, N _ R _ .
have been followed. As moted, trade pricés can differ considerably‘
froﬁ“mérket pficés although the geﬁerai pattern is folloWedQ For- -
vgrain imports‘it would not be.difficult to'éon;inue the total trade.
to 1980 if ekar; stétistics'fof'Australié,'tﬁe‘EEC, Argentina, and

_ Thailand were avai{able; Evenvthe,addition‘of AuStfalia would,give\'



WHEAT IMPORT PRICES

TABLE 5-7

. : ‘ 148

($U.S. PER TON)
Market Prices’ Trade'Pricesz
 Year Australia canada | Total 5rain Canada 4.S.. U.S.
Sydney #t.William .! Trade(CIF) Wheat /Qﬁgat- Corn
1961 56,95 £3.93 , 58.90 nav, e e e e
1967 60.63 66.87 - 66.%3 nav. e e e
ERTE 59,53 67.24 64.98 7 nav .o .o
TUgEET o 63.93 €9.87 | 66.73 Comave ... o.oas
19€5 55.85 . 66,14 64.74 39.9 Ce e e
1966 62.83 70.55 65.7¢ 40,7 . ..
1967 61.73 £9.45 70.0% 6.0 L. .
1968° 58.42 £66.51 66.01 44 .1 v e e
1969 56.95 64.30 62.20 2.9 ... .
19707 54.75 £2.8% 56,42 60:5 C e e
1971 57.69 "£4,30 68.58 63.8 - Co
1972 67.98 70,92 68,74 €1.9 .. R
1973 144,77 146.98 101.41 78.6 64.5 ~ 172.0
fi974 : 195.48 209, 44 157.98 188.0 106.0  107.3
1975 148.08 181,25 164.79 159.7 126.5  110.8
1976 126,03 149,18 160,12 1144.9 C e e
1677 106,56 115,38 - 104,35 1031 s e ey
1978 136.32 134.85° 116.6 106.0° 128.7 © 104.1
1373 157.63 173.43 1365 149.2 132.0 105.9
1980 . Co. 174.6" 197.7 166.4 126.1

.SOURCES: Market prices from the
of Statistics, International Financ
1980); Total grain import values from ¥
grain Trade," Chinese Economy Post Mao,
exports and. export values from Statl
(65~-004) Ottawa, 1965 to 1980; 1.S.
values from the 1.S. Department of Agriculture,
Service, U.S. Foreign Agricu

reports for 1973 to 1380,

o

"China's

Internaticnal Monetary Fund, Bureau
ial Statistics (Washington D.C.: IMF,
Tederick M. Surls, )
Table 3, p.658; Canadian wheat
stics Canada, Exports By Commodities

N~

wheat and corn exports and -export
Economics and Statistics
ltural Trade, calendar year statistical

Wholesale market prices.

2 Trade price = value of grain tradek / quantity:{also known as the
unit price). Partner trade statistics use free-on-board values, A .107
upward ad justmént is made-.to' determine .the cost-insurance-freight
import price paid by China. : S ,

" nav, - Yot available. -

* Estimation using known imports from Canada and the United States.
See Appendix Three, Table A-2.’ ' i

|

4
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- TABLE 5-8
. RICE EXPORT PRICES

($U.S. PER TON)

ﬁerket Prices Trad‘ﬁ'KPrioes1 .
Year | Thailand China .35% | Total Trade Hong Kong Partial Tr,? Tr.Price
White 5%  Brokens Price (POB) .(CIF) Price (FOB) Estimate

1961 | 136.5 . 91.3 104.82 113.3 . )
1962 | 152.8 911 129.5% 138, 4 s
1963 | 143.4 93.7 | 113.03 1431

1964 | 137.T ¢ 100, 4 103,95 132.4 .
1965 | 136.3 100.8 98.33 145.0 .
1966 | 163.2 100.8 119.76 © 160.6 s )
1967 | 206.0 ° .. 133.0 139.64 224.3 " .
1968 | 201.6 - 158.2 | 164.09 214.8 . -,
1969 | 186.9 12204 150,42 227.8 . .
1970 | 144.0 '103.8 | 131.20 . 205.3 . ..
1971 | 129.0 83.4 134,62 17€.8 .. .
1972 | 147.1: 70.0% . 110,47 155,0 123.8 .
1973 | 330.4 s | 236,04 366.0 "251.7 . 224.6
1974 542,0 360 h . 389.58 397.2 372.5
1975 | 363.1 T 294.0. 363.97 382.,5. 375.2
1976 | 254.6 209.6 '290.26¥ & UB 324.1,  308.4
1977 | 272.2 196.8 275.00P - 3An.4 290.2 260.0
1978 | 367.5 202.0P. L. 36430 332.4 315.0
1979 | 3%4.2 . L. 344.9° (:; ’ ‘

N\

SOURCES: Thailand market prices from the International Monetary
Fund, International Financial Statistics Yearbock (1980); Chinese
market prices irom the Food and hgricultural Organization of the
United Nations, FAO Rice Report(Rome: FAO, 1961 to 1971), and reports
of the Intergovernmental Group on Rice(Rome: FAO, 1976, and. Manila:

FAO, 19797; Total grain export values from Frederick M. Surls, "China's
Grain Trade," in Chinese Economy Post Mac, Table 3,p.658; Rice exports
and ‘export values to Hong Kong and other nations 'included in theé

© calculation of partial trade prices are from the United Nations,

" Department of International Economic and Social Affairs, Commodity
Trade Statistics (New York: UN, 1972 to 1978). o

1 Trade or unit price = value'of‘grain traded / quantity. Trade partner
statistics record CIF values of rice imports. A 7.5% downward adjustment
is made to determine China's FOB rice export price. !

2 gee Appendix Thfeé,Table‘Apaf Estimated trade price egqunals the total
trade price of the previous year times the partial trade pricg/ratio
of the current and previous years.' '

* Estimated with incomplete information.

P preliminary value.



a very close approximation of at least the grain import price, i1f not
the total import quantity. However, using the records of Canada and
the U.S. only, a partdal trade price can be calculated by summing the

total grain imports ‘from these two sources and dividing the value by

X

the quantity. Since Canada and the U.S. form such a large portion of

Chipp's sources in recent vears, this does not give a bad approximation
when Tevised upwards to CIF values (see_Aﬁpendix Three, Table A-2).

Rice export prices can follow a similar procedure with a slight

variation due to increasing uncertainty. Rice trade quantities and -

_values are unavailable for many nations for the years 1972 to 1978.

Acquiring recent data is delayed by the greater number of reporting

~

. 25 . .
nations., _Using data available for some of China's major .rice:
purchasers, partial rice trade prices are calculated in Appendix Three,
Table A-3 for 1972 to l978.: Similar to'grain‘imports, the rice

v

export values and‘quantitigs are summed for éach year and divided to

#2—-8, however, it

4 -
o
K‘,‘u:LB;;

& urrent and preV1ous year s partlal trade
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TARLYE 5-9

CHINA'S BALANCEQF TRADD
(MILLION U.S. DOLLAXS)

Year . Total Imports Zxports Trade Hard Currency TYR mprade
Trade Balance fTrade dalance 2alance 4
1960 3990 2030 1960 -10 -120 Co
1961 3015 1490 1525 +35 S RT L
1962 2670 1150° ¢ 1520 +370, ~55 .
1963 2775 1200 1575 +375 -15 L.
1964, 3220 1470 1750 +280 -40 Coe
1965 %380 1845 2035 +190 +55 Coe
1966 4245 2035 2210 +175 +95 .
1967 3915 1955 1960 +5 -135 .
1968 3785 1825 1960 +135 Lo L
1969 3895 1835 2060 4225 430
1970 4365 2210 2155 -55 ~250 :
1971 4850 2315 v 2535 +220 +60 )
1972 6020 2800 3220 . w420, e 95 L,
1973 10125 5025 = . 5100 +75 ERERE _q40 ~22¢
1974 14105 71375 6730 ~645 . -1185 -1304
1975, 14526 . 7400 7120 -280 -585 ~795
1976 - 13305 | 6035 7270 +1235 +1120 +870
1977 14667 7148 7519 +371 +630 4572
1978 21162 11166 9996 ~1170 R -1162
1979 29266 15630 13636 . -1994 - oo . -2308
1980% 37505 19386 18120 * -1266 . . , e

SOURCES; Richard E. Batsavage and John L. Davie, "China's Interna-
tional Trade and Finance," in Chinese Econonmv Post Yao, Table A-1,
p.733; U.S. Deparitment of .Agriculture, Xconomics, Statistics, -and Co-

i Servic Agricultural Situation: People's Republic of China:
operatives Service, Ag 1t 1l Situatio P le's Republic of Ch
Review of 1979 and Qutlook Iocr 19930, p.24, and Review oI 1978 and
Outlook for 13273, p.22; rar. nastern Xconomic Rreview, "China - Economy,"

in Asia 1931 tearbook; PRC, State Statistical Pureau, "Communigue on
Fulfillment of China's 1980 National Economic Plan," Beijing Review,

18 ¥ay 1981, p.18; International Monetary Fund, International Rinpncial
Statistice: Supplement on ¥xchange kates(1981), p.45, and yirection cof
Trade Yeartoox (138C), pp.119-20. S o

y

Py

1‘Tfadg with other Communist countries>1s not included.

& converted to 5.8, using'13U.S. = 1,5011 Yuan. ' e



Ty

. o

A o 152

China' Internatlonal Trade, 1976 77 ‘The CIA data areﬂalso used by‘

the USDA, but could not be obtalned for recent estlmates of China's

. hard currency balance of trade Whlle the USDA in its 1979 report

bglves Chlna s estlmated hard currency balance of trade, only the total

°

'balanCe.of trade’is.included 1n'the 1980 1ssue. The Chlnese have’

..w_

‘1ncluded balance of trade flgures 1n thelr recent statlstlcal releases, "

and could scon be submlttlng more detalled financial reports to- the

’v'. Ve

' 2
Internatlonal Monetary Fund as part of thelr entry requlrements.

S

ThlS may 1nclude data on Chlna s ‘total forelgn exchange reserves 27 T

vThe Internatlonal quetary Fund 1ncludes balance of trade flgures for.

':t'the People s.Republlc of Chlna 1n its 1980 Dlrectlon of Trade Yearbook

,by graln deflnltlons in’ tbe blackout perlod (1959 to 1976) be

<

"but does not 1nclude trade w1th Communlst countrles Some dlfferences

,

do ex1st_between the varlous ser%es quoted [ ) aTE LORES
SUMMARY S

\ e

A\

X . . L | o
Wblle data on Chlna s populatlon, graln output grain tradeg.and

‘.hbalance of payments are avallable, thelr rellablllty is very questlon—.

‘able Wlth recent releases by the State Statlstlcal Bureau, the datav

i

base is. con31derably better.. Chlna s off1c1al populatlon data may be

l

unrellable due ‘to a lack of care or honesty 1n local reportlng Graln':

y

_output data have been released 51nce 1977 but are m1531ng‘or confused

output of 1nd1v1dual gralns 1s less rellable than the total graln_

e

~voutput;: Chlna s graln 1mports and 1mport prlces are well reported by

.l

‘the- exportlng partners. Slgnlflcant data problems ex1st for the r1ce

A

2y ‘ o

U,

' export quantltles and\prlces due to the lack of flgures for non—
-\ . ‘

)'-v
v

*treportlng natlons, and the constant rev151on as records are recelved

Ceh R g ' i : 5
. \ 2 . R o . )

|
\

[




A

i o -

'from smaller natlons. Chlna is %fportlng balance of trade flgures,

and reasonabf’ 1mates of the: trade bafance can be' made for earlier .

fibulties exist in Obtaining~recent data‘fqr.chelhard'

'currency balance of trade.

’4‘

Lo,
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- NOTES TO CHAPTER FIVE

]ohn‘L0851ng Buck, "Food Grain Productlon in Mainland China’
Before and Durlng the Communist Regime," in Food and Agriculture in

Commun&st Chlna, by John' L0351ng Buck Owen L. Dawson,‘and Wu Yuan -Li,

) p 5 B ¥

A 5

2 ' '
. Buck, '”Food Graln Productlon," PP 9 and 12.

e

: 3 See Kang Chao, Agrlcultural Productlon 1n Communlst Chlna
1949 1965, chapter 8 ‘ ' : . '

See Chen ‘Nai- ruenn, Chlnese Economlc Statlstlcs, PP 54 563

'and Li Choh—Mlng, The Statlstlcal System of Communlst Chlna, PP- 123 24

5 ’ ’ s
, The USDA reported in’ 1980 ‘that’ the State Statlgtlcal Bureau
had: just begun to: function ‘again the last two years after having’ been

a casualty of the Cultural Revolutlon Thus. off1c1al data for 1958

to 1977 are incomplete and of uncertain quallty U.S. Départment’ of
Agrlculture, ECOnOmle, Statlstlcs,,and Co-operatives Serv1ce (USDA,

‘dgﬂESCS) “Agricultural Situation: People's" RQE;bllC of Chlna Rev1ew of |
1979 and Outlook for 1980, pp‘ 6 -and 8. - . : 5

, 6 Kang- Chao questlons whether the measurement of output by barn'
yield was . ever 1mplemented 1n full.: Agrlcultural Productlon, ‘
PP 242—43 : : :

b - 7 ) : " ‘ " .
vi% Roger W Hay,_”Statlstlcs -on food and agrlculture in Chlna,

Foos Pollcz 4 (November 1979) 295-99. ‘,_ o o Vol

ot

%@ﬁ‘culture Canada, Reglonal Development and Internatlonal

"Affalrs Branoh People s Republlc of Chlna,”_égrlculture Abroad

. 0ctober 1980 12.

v Bruce Stone,
Research Ins 1tute, footnote 22, Pp. 22 and 24

9. ! ‘ R LS I
; Robert Mlchael Fleld and .James A. Kllpatrlck "Chinese Grain -
Production: An Interpngtatlon of the Data,” The Chlna Quarterly 4 o

(June 1978) 369 84. =1 - _ N IR ; + 5 f'i“

ol

lO Anthgny M. Tang, "Food and Agrlculture 4in- Chlna,' in Food

Productlon in/the People's Republlc of China, by Anthony M. Tang ng and’
Research Report No. 15, Internat10na1 Food POllCY

‘dll

" Cor unlque on Fulflllment of China's 1980 Natlonal Economlc

“Plan." -BEIJ ng Rev1ew ll‘May 1981, p. 25. ..

12 |
S The recent output flgures stlll leave some. confu31on in deter-

' mlnlng the f'nal output Calculating the prev1ous year S output back

by using thée. percentage changes quoted from the yeaf‘before give

«‘different f gures than those orlglnally quoted by the Bureau Thus,l\

e



the initial flgures appear to be prellminary See also the coﬁments
“by the USDA, ESCS in Agricultural Situation (l980),_footnote 3, p. 8.
Table 5-1 records-the off1c1a1 Chlnese graln‘output flgures as. .’ ‘

orlglnally glv

Thomas B.- Wiens describes the reconstruction of grain output. &n
since 1958 as "building castles din qulcksand 2~ The scattered statements .

~on which these series are based are summarlzed by Wiens in Appendix F
of Quantitative Measures of Chlna s Economlc Output ed;ted by Alexander
Ecksteln, pp. 324- 26. ' : : ’ :

"Food and Agricultute in China}ﬁ:TabletB.
15, : '
’ ”Agrlcultural Statlstlcs in the’ People s Republlc of Chlna,

in- Quantltatlve Measureq, Table 12, p.. 80.

. 16 ‘TheU.S. Department of Commeree, in i'ts publlcatlon Chlna S
Eeonomy and Forel&nﬂErade 1978-79 by Chen Nai- rUenn quotes the follow—
.ing. graln output ‘series for China: :

’t»,

[ S (Mllllon Metrlt Tons)

Year .1972h,.»1973‘.f i97a;fg 1975 - 1976 1977 1978
d{putﬁu;hj 240 266 275 284 . 285 283 305
Chen listsvhls source for these statistics. as: ‘Conﬁuniquefon

the Fulfillment of China's. 1978 Economlc Plan," 27 June 1979. This-:
,communlque doés, not appear .to be that usually’ pub1lshed in the Beijing
Review. Tt is not known. whether all the flgures in the above series ’
“are. of Chinese- orlgln,'or ‘whether flgures since 1977 have 51mply teen
1ncorporated 1nto the ex1st1ng USDA output data :
A7

>

Tang, Food'Production,”pidZQ&'

> e

: John WOng,‘”Chlna s wheat 1mport prbgramme,
(May 1980) 121. e : . e

1

"
TR

: Leo A. Orleans, "China's Populatlon ' Can the Contradlctlonsf.
Be Resolved?" in China:- A Reassessment of the Econo_xj U. S Joint
Economlc Commlttee papers,’ p 71 S

¥

Tang, Food Productlon, p 44

2L Rev1sed flgures for 1954 to. 1969 were unavallable.

) See R11ey H. Klrby S comments 1n Agrlcultural Trade of the ]
People 's Republic of China~1935-1969, ~Foreign Agrlcultural Economlc
~Report No. 83, U.S.. DepartmentkofﬂAgrlqulture, EconomlcvResearch

Serv1ce, PpP- l 4. T & R ra o SR

i

‘the FAO Production Yearbook, and was conflrmed for FAO s trade - data on
Chlna through personal correspondence ‘

Food PoliCXHS”;Z“"'

AR . ’

The 1nclu51on of Taiwan in ?AO statlstlcs on; Chlna is noted 1n“”>‘
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i

« 24 The “lower grades of wheat bought by the Chinese account in -
part for/the difference between world wheat prlces and the price of .
China s/wheat 1mports : : '

25 N

The Unlver51ty of Alberta llbrary recelves only the Comm OdltZ'

Trade Statistics fascicles. U51ng UN microfiche or computer files,

‘could update trade’data by about one year, due to earller publlcatlons,‘k

5 .
Untll 1979 the IMF publlshed detalled f1nanc1al accounts for

’Talwan‘ln its Balance of Payments Yearbook, 'but both Talwan and the '

‘PRC were omltted in the 1980 yearbook
7'Se,e chapter four,vnote 4. 0

3
L

T



‘CHAPTER SIX

AN ANALYSIS OF GRAIN TRADE MODELS - T
' N

I.. INTRODUCTION . = . o . S

iAnalwzing'érain tradeethrouéh,trade~modelsvis useful both for
understanding pastvtrade.patternsvand for giving some quantitatfve
measure:to'predict future traderlevels._'China's trade\patterns can ‘and
ido vary abruptly over time asvgovernment policies change. Thisrmakes it
dlfflcult to establlsh long term trade: patterns, although slgnlflcant

trends do‘oécur over‘shorter periods. Frederlc M Surls has presented

some 1nterest1ng regres51on results whlch note such a short term pattern‘

’

"for wheat 1mports over the 1969 to 1975 perlod of the Cultural Revolu—
vtlon-l HlS models for rlce exports were not as Successful as for wheat,

1mports, but do show a 51gn1flcant relatlon to-the.cost of graln 1mports

over- the 1961 to 1975 perlod

4

Statlng that 51multaneous exports of rlce and imports of wheat
ST .

are a good way oi maklng money, the Chlnese government has 1nferred a’
relatlon between graln trade and 1nternational graln prlces. Desplte
~thlS, Surls could f1nd no 51gnif1cant relatlon between Ch1na s graln

trade and elther graln pr1ceszor the rlce/wheat prlce-ratlo Whlled

notlng thaq rice exports were affected by the cost of graln 1mports, the
R : | S

‘reverse case of rice exports affect grain imports was not fotund to -

e

: hold,

The obJectlve of th1s analy31s is flrst ‘to repeat the regre551on




 for the years 1976 to 1978. -l

, ’balance of trade surplus in the preceding year (mllllon $U.S. ).

158

inprovements through the reintroduction of rice exports and the rice/'

‘ ' . & SN

wheat price ratio as a trade factor. A simultaneous equations model for

grain imports.and rice exports is also tested. The object of this modelfl

_1ing'is to-predict grain trade in \the year following using trade'factors‘

ddetermihed in the current year.r Thi's chapter discusses Surls' models,

the a priori reasoning for further tirade models, the regression results

N

ebtained, -and then compares grain trade predictions of successful_models

’ \

3

IT.. ‘A REPETITION OF,SURLS[ TRADE MODELS

Appendix‘2'is anfexcerot'from‘§urls' paper givlngbhis:regression

.results for China's grain trade. These results have been repeated and.

are recorded in- Table 6—1.2- Y1 is the net perfcapita wheat-and coarse

~ grain is;ths; ‘The regressors for the%wheat import equation are: . X1,

the_ﬁer capita'grain_productioh,_ekcluding rice, lagged one‘&ear'(kiloi

"grams per capita); XlO the per caplta graln productlon, excluding rlce,‘

lagged two years (kllograms per caplta), and X2 the hard currency

s

£

Equatlon (l) did not yleld as' s1gn1f1cant results as those record-

ed by Surls. "The graln production data may not,have been‘identical for
\ . ‘ i .

the two regress1ons as Surls records coeff1c1ents of .34 and .0736 for

X1 and X10° respectlvely Equatlon (l) also flnds X2 to be'insigni@icant

‘at the 90 confldence level whereas Suqls records 1t.as significant -at

Wdthe'.95 confidence level. _ The conrected'coefficient of determination

¥

‘was found to be only 804 whereas «QQ Was reportedfln Surls ‘Tun.

957
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Equation (2)>regresses Y20, the net rice exports (thousand tons),
'oh X30,’the‘averege per:cepita rice.prodhction'inythe‘curreut“end'
prévioﬂs feers‘(kilograms per capita), ahd YA; the cost of graih»imports
in the chrreht year (million $U.S.). The rice export.modei is consistent
over the 1ongeflobservatisn period of 1961't0'1975. The results reporte%
byASqusvafe repeated aimost 'identically} 'Eaeh'esefficient is Sighifi-
cant‘et the .95 confidenee,level, the‘coefficient Qf’deterﬁination is
significshply aiffetenf frpm zero, and fhe,Durbih~Watson'statist;E\does

not indicate problems with autocorrelation.

TIT. MODIFIED SPECIFICATION OF TRADE MODELS
This;Section,giQes the‘a-priori re%sonihg for incorporation-of
_ , : \ ’ : .

; / \
the rice/wheat ratio, in China's grain trade models.

_JConsider thegposipioh ofhthe'Chinese as they decide how much
wheat téﬂimport. Information availebie,tqﬂthemvconsists'of?the domestic
érain‘eutput; urbanvsupplies, the‘priees fof which wheat can be‘imported
.aﬁd»rice‘expdrted, and the,fqreign'exchange yeserves oh hahd;. An;im;
portent factor in‘this decision'is the currenf Chinese grain reserVes

and the desired level of reserves. Unﬁortunately, this  information
. . “;« *,”‘ R

cannot be rellably estlmated Detalls of“Chlna ] forelgn exchange
reserves over. tlme are also unavallable, although estlmatlng thlS by

the hard currency balance of‘trade is valid con31der1ng the Chinese

have a sta;ed'policy of'h iaﬁéing'imports with exports,
Define:

Y1 rain to‘be,imported.

i

Quantity off

pw = Intern%tional price of wheat.
'p = International price of rice.
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AW = Domestic grain shortfall.
/AR = Rice available for export. . S
FER - = Forelgn exchange reserves on hand.

~The. exthange spent on grain imports, P, ‘Yl, should be a functlon'of the
cost to cover the shortfall,‘ A‘d the exchange which can be earned
through exportlng available rice supplles, p "AR, and the foreign
exchange‘reserves on hand, FER-L This can be expressed in the followlng
equations: |

SN

P, YL = b + b 'p AW+ by AR “+ b, FER - (3) A

0
A
: ? v .
or | Yl =by+b AW +b AR p/p +b3 FER/p (4)
(bo, b3\bO .b3 are the regression parameters, error terms omitted.)

v Equatlon 4 is very 51m11ar to Surls' formula. ,Trial,snd’egror

has dﬂctated the flnellform of the variables. Wheat and rieelout?ut‘

flgures tere found to be preferable to estimates of production shortfall
i

and expendible'riCe supplles . Dividing the forelgn exchange varlable

N

by the prlce ‘of wheat and thus obtaining 51mllar units to the graln
-imports did'not 1mprove’the models. The use of per caplta graln trade
and productlon was also tested and found ‘to be correct -Agpriorl.

reasonlng can Justlfy the form of some of the varlablés used in the

models, but it cannot explaln all the structural detalls

T

‘\\ - The- varlable of 1nterest in equatlon (4) is that whlch 1ncludes
the ricé/wheat:prlee ratro. Whlle the rlce productlon times the price
retlo could‘be'of signifieance; the variable:tested‘ls the r1ce1exports‘
(per ceplta) times -the rlce/wheat prlce ratlo éinee rice enports are

concurrent. with the whedt 1mports, they are both endogenous varlables,

and belong to a set of simultaneous equations., Both s1ngle and

[



162

simultaneous equation models have been tested. No new variables have
. ¥
been introduced in the rice equation, but variations of the previous

factors, incorporating the rice/wheat price ratio, have been tested.

G

IV. REGRESSION RESULTS

A.. Single Equation Models

The wheat ana rice ﬁrice ratio is the only néw'ﬂétayvariablé
fequired for the modified single and simultaneoﬁs‘eq\‘latvi'oﬁﬁ;models.5
Singlé equation régression resuits are rec?rged in Table 6-2.

Yl ié the net‘per capiga Qheat\and coa;sé grainyimﬂorts of the current
yéar; X1 is'the grain production, excluding rice, laéged.one year; and
:X2 is the Hard cuffenc; balance of'tréde surplus Iagged oné year.
vﬁquatibn.(S) inciﬁdéS‘only‘one new variable, Y2, which is tﬁe‘pef Qapita
rice exports in the cufrgntjyear fimes thé‘riCe/WEeat price rétio
(kilogréms ﬁer capita). Eiogéﬁous variabiés aré dénoted'with X's; wgile
Y's are used to denote endogenous variables. A very high co;rélation is
found by regfessing.Yl over X1, X2 and Y2 for the yea;g 1969_to 1975.

The production vafiable turns.out to'ha&é the leaétjsignificéncé in the’
short‘rgh, whiié the fpreign‘exchahge and rice export;ﬁrice gétio
variébles are of gréater importance.' Extending thé‘tun‘to 1966 to 1975
(thevperiéd éf the Culturél Revolution)’lessens'thefsignificaﬁce of the .
prbductién-variablé coﬁsidérably (equation 6). Similatly using two-
variable funs dve% the 1969 t§ 1975 Eiﬁé period achievesvthe_beétjreSults'*
by omittjﬁg»thevérbductidn variable (equatibn 7).6f Howevér, iﬁ régrés-
éing all'thrée variébleé'fof'thé lo;ger.rﬁn@of 1961 fo 1977, and over
periods.inglpding the earl§“196b's, the\production Qéfiablé turns out

' to be the moét_significant.'
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Valso be'ngtéd-. If the

u e
SERT

Chinese were simply addlng the'exchdnge eafﬂ

KM‘
”ﬁb@ﬁ rlte expnft

M
determlnlng how much wheat caquld Lth be 1mparﬁ&d the coefficient of Y2

4
'<$

would be one. In many of these runs the-Y2 parameter is very close to
one. If all the rice export earnings areuaed in exchange for wheat,
the net grain imports not paid for by rice exports should be a signifi-

cant function of the production and(halance of trade factors. This is

tested in equation (8),.w 1ere Y3, the 'net' grain imports, are defined

to be Y1 -Y2; X1l is the total per capita graln productlon 1dgged one

year (kilograms per capita); and X2 is the lagged hard Curtency balance
of trade surplus. Equation (8) shows the highest correlation of regres-

sion runs over the longer run of 1961 to 1977. However the net import

model can only be used to predict Y3, the grain imports not paid.for by

rice expofts, and is not as useful for prediCting.grein imports direct- |

1y.

Regression runs are not as successful over the longer ‘run because

'1t would appear the graln import pollcy changed after 1965. ThlS is:

when the price ratio Dbegins to become a 51gn1f1cant variable and the

production factor loses importance. Autocorrelatlon becomes a problem

in the longer«runs: While’the Cochrane—Orcutt technique can be used to
- remedy thls, and still provides a method of predlctlon,'analyses and

predlctlons are more precise over the shorter runs' when more con51stent

trade p011c1es apply

The rice export model dlffers only from Surls' model by the

1no1u51on of the rice/wheat price ratio multlplylng the rice exports and

the rice production factors. Y2l is the net riee exports times the

tice/wheat price ration (thousand tons), X3 is the average of the eurgeﬁt

and previous year's per capita rice production times the rice/wheat’

.:;;"

Wl
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”:‘coeff1c1ents.3:

'hﬁpare not known beforehagd f?;’\_ﬁ

If’ S : ‘ N : S

i ' 'a"\‘.‘ .
price ratlo (kllograms per caplta), and Y4, deflned as before, is: the

:% te

]cost of the graln 1mports. Thls 51mpIe addltlon 1mproves the model .

con51derably, glving -a corrected R2 of 893 compared to 792 for Surls : S

hrun. For the rice productlon varlable it made very little dlfference N

'
i R

whether the‘current'or prev1ous year waS‘used or!an average-of the two.

RN N

fHowever, the use of grain 1mports, 1nstead of the cost of graln 1mports,

'con51derably lessened the effectlveness of the rrce model

‘vﬁ;”.Simultaneous'quation»Modeis ‘

V_»year could only then be made w1th A poor estlmate of current year r1ce

On a. pr10r1 grounds thlS leads to a dependency of rlght hand varlables:

igon the error terms;, Two stage least squares procedure is used to remove

uthat rlce exports are not known beforehand : Predlctlon for the current

”eprrts.d The predetermlned varlables used for two stage least squares-

P r
a

v"Yi' YZ and Y4 .are- endogenous varlables determlned by the system
- .

- »;Qa. :

'

pthls dependency and obtaln con51stent estlmates of the structural

A second reason for us1ng 31multaneo€F equatlons prooedure is!

N1

2 L g L
R v

RS v 4

_procedure are the graln and rlce productlon of the prev1ous year, as IRV

‘“7311 as the hard currency trade balance lagged one year all Of Wh1°h

b

4,are avallable prlor tO(Chlna s trade\d\c151ons. Strlctly speaklng, the

1 S A g i

'rlce/wheat prlce ratio would have to be estlmated as trade prlces also

. .

'
B C e

. \‘, . ) ) ’/,

ey

U51ng per capita variables in the rlee equatron gl

e : : . v)‘, KT - C

W;E. Yl = glo " gll x1 g glz xz + ?1 Y2

s
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2 =gyt g23 ‘x32 + b2 Yl P, |
R : ‘ o .
using g for ' gamma', and b for 'bEta‘ to designate the exogenous and

, endogenous parameters respectlvely The presence of P, ‘an exogenous

varlable, multlplylng Yl in the rice equatlon prev%nts the use: of normal

51multaneous equatlons procedure (X32 is the per caplta rice produc—

' 2 }1

t‘tion\of the prev1ous year t1mes the rlce/wbeat prlce ratlo )
. /“ "\ . N . .
V() Table 6 3 glves th@ regreifion reSults fOP the reduced form and
\

.\/,.,
e \ o
‘Q‘\ - ‘.

structural equatlons us1ngﬁ¥1 fd%§poqu i% the rlce equatlon.gf Slmllar

o3

d » .
SRR tests u51ng the current year s, rlce productlon tlmes the rlce/wheat =

Gt

'Hprice ratio

- e

o e
e e

~for X32 are reported ”The results from the: slmultaneous equatlons pro~ .
. R : ‘ v R :

.cgéure show no 1mprovement over the s1ng1e equatlon models. The Durbln—

ijWatson StatlSthS also show ser1al correlagzbn to be a problem (probably .

Qw"’

due to the low number of observatlons)

s'ould be consxstent

'“:— . S h 3 . L %ﬁ

w"

predlctlon purposes.

\

"~_1s a two way 1nterrelatlon between Chlna s graln 1mport and r1ce export.

: deC151ons, but 81multaneous equatlons procedure can not conflrm thls as:

the regre531on results are statlstlcally unrellable

A PR
. 3 ' RS A

V.. GRAIN TRADE PREDICTlONS”c

~

“AL DataiProblemsland”Adjustmentsﬁ”:' _‘f‘vf.A‘
Surls has reported data for 1961 to 1977 maﬁlng 1t 51mp1er to
: SN v , v
) dupllcate hls results and compare models‘for thls time- perlod However,f
REEEE el S
'r;,f-fmany of hlS l976 and 1977 data are prellg}nary flgures.: Thls does not
ok "':" o - %1 EEEREE PRI ﬂé' : "‘ﬁf i . E
Lo affect the model analysis whlch only covers up ‘to 1975 _Some of the
SRR e ‘ - s e
e wo e LT e T A B

] i

Thus,valthough these estimators,v*
the 31n§le equatlongmodels are’ more efflclent for S

From 51ngle equatlon models we can conclude there,_

(deflned to be X3l) gave comparable results, but only thosev ;"MB‘.

A
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  ¥4 (mllllon $U S. )

! INPUT AND. OUTPUT VARIABL@S?
1975 1976 1977 1978
Population 933,7 952.4 971. 4 993.6
Total Grain Production. ©270.0 . 292.0 282.8 304.8
Rice. Productlon - » 126;5:/ 125.5 ié9.0 137.0
\-Wheat and Coarse Graln, . - ‘ e = o LT
Production : ~143.5: "146.5 153.8 137.0
" Hard. Currency Balance o o L o ‘ . b
of Trade - . -585 . 1120 - +630 <1170
Grain Imports 3459 " 2061 6838 9930°
Coarse Graln Exports lgl 168 loqf nav.
. Net Graln Imports , 3278 1893 6738 9309
‘value ‘of Grain Imports 570 330 ©720-.° - nav.
Wheat P¥ice . 164.8 .160.1 - 104, 4 116.6 ¢
. Rice Exports 1440 900 1023 1210 e
 R1ce Imports e e . 25 140 “hav,
'Net Rice Exports. “"1440 875. - 883 1210
© - value of Graln Exports' 590 flb‘f - 220 : :nav;‘f
Rice Price. 364.0 290.3 275.0 ' +315.0
”Rlce/Wheat Prlce Ratio 2,208 ";.§i3 2.635 2,702
X1 (kg./capita) | (,, 150,20 5153.7 153.8 158.3
o Xl; (kg /caplta) 289.6 289.2 . .285.6 291,10
X2 (million § U.S.) 1185 . 4585 - 41120 | +630
X3 -(kg./capita) = 303.5 . 242,20 348.6] 3656,
X31 (kg./capita) 299.2 238.9 350.0 ©372.5
X32 (kg./cdpita) 307.7 . 245:6 . 347.3 358.8
Y1 (kg./capita) 3. 5@5\\. 1,988 6.936 9.369
Y2 (Kg./capita) - 3,406 N\ . 1.665 ° . 2.396 - 3.290"
Coy2l (thousand\tons) 3181 1586 . 2327 3269
y3 (kg /capita) S04 322 4.541 6.079
570 330 714 1085

Input data are rqcorded 1n the same un;ts as- thexr respectlve  '
tables in chapter flve. : : §

b '”:,ﬁf,.a }-'1’*'ﬁ “

Total trade balancé. .nav. = Not availabie.‘ L

S TR R T R >
ol R
: " .
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l976fand‘l977 data}haVé been'adjusted to:accord with moreirecent‘estif :
mates as’reportedrin chapter five. | o

Table 64 llStS all the 1nput and output varlables requlred for'
the'models'in the years_l976 to 1978 Populatlon data present.no dlf—
flculty 'Grain'productlon’ hoWevér, was significantly~changed in the_
U.S. Department of Agrlculture estlmates, haV1ng a very notlceable\V‘
“aftectvonvtrade prediction, .Thekmost recent (1980) rev1s10ns'onlyr
extended hack to 1977, so Before'this the;previoustspA‘estimateS'were‘
~used..,The_l978dhard_currencp balancefof_tradevwas verytroughlyﬁestlmatedi

¢ %" . by the overall trade balance as officially reported. - As no data since: " -

1977 are available for COarse"grain exports or rice‘imports these are -
ermltted”from net. graln 1mports and net rlce exports in 1978
As total graln trade Values are not: avallable in 1978, the’rice

and wheat prlces are 1nstead estlmated as shown in~ chapter f1ve and

’Appendix’Z “ However, up to 1977>the rlce and wheat prlces are calcu—l‘...'
lated. from the prellmlnary tra%e flgures reported bp Surls .For'thlsb,
o reason the Y4 varlable (COSt of grain 1mports) in 1977 and 1978 1sJ - . :
» calculated by multlplylng the wheat prlce by the total graln 1mports |
It dlffers from Suﬁls 1977 trade value flgure d&e to. a- reva51on of
"féraln 1mports in that year |
CA maJor compllcatlon was the 1979 USDA rev151on of rrce exports'i
' back to 1972.v.81nce the complete hlstorlcal serles was not reported
Lv1t could not: be - substltuted forlthe entlre analysis In addltlonﬂlt_‘h
‘f_'lf was necessary to keepbvariables closebto those used by Surls 'There—;~"nl_-'f‘-_:‘
tcv-‘;fore r1ce exports followed£§:?T;$\£1gures up to 1976,'and the rev1sed .ri ;J; N h\'

£ USDA(serles,thereafter.
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. TABLE 6-5
“Summary of Trade Predictions for
Single Equation Models
e ' 11" ~ (Million Toms)
. Equation Model Description 1976 oot 1977 ’ - 1978
Wheat Imports
L Actwal . 1.89 - 6.7 e
(1 .;%?Surls' o 3e2 5.93 3.07
NG . Price Ratio” -:_ .71 ' ,,&; v«6.62 -i , "5.887
'ﬁ?jRiee Exports 1 '
T Aetual 88 121
Y (2 surls' L 1.63 2.21 =
© o (9) .. “Price Ratio. " .96 1,71 2.20
i ’ ;| .
o o N AT P ' TR A S
B Comﬁ%risoﬁ of Single’ quation Modedls - R
| e } i ;Qﬂ : PR .
o B Whlle 1t is p0551b1e to use various mode]s dlscussed in sectlon
A . ¥ v " .
.IV for. predlctlon, ‘the s11gle equatlon models of equatlons (5) and (9) -
S . S K ¥ . .
‘are the most eff1c1ent ' Slmultaneous equatlons models ‘are 1nterest1ng‘
‘-g\d Justiflei/by loglc, but are not reported her% due to the 1neff1c1ency
,Of the estimates obtalned Table 6- 5 compares trade predlctlons for 1976 e
. . ’ AR L e
to l978,of~Surls _models and the mOdlfled -price ratlo equatlon w1th
”actual graln 1mp0rts and” r1ce exports The data changes and 1nton51s—
;'tenc1es become a problem for predlctlon ln 1978 and after, S0 that§§979
- is not even reported' The maJor 1ncon51stency }s thqhﬁhpld rise 1n -
O o Chlna s 1978 graln output, whlch c0uld be due to more honest reportlng

e

, Predictlons of wheat 1mports are better than for rice exports,

'7&ith!a_markedrimprovement_using_ghefmodified'price rat10vmodel; These,

e
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'

and the predictsons of the other models tested leave a clear impression
that the post—Mao rise in grain 1mports cannot be explained 31mply by

trade factors of the“past, A major pg%icy change has’ led to higher grain’

imports and lower rice exports than expected.

o ' <+ : o
VI. CONCLUSIONS OF MODELLING .

'The modified tradevmodels show that there was a close relation

i
4;, \,'

‘nd graln 1mports during the years of the

) d"

(",ed With the rice exports/prlce ratio variable 1ncluded in the

: . . o e
’However there-is no conclusive evidence that the nrade‘deCisions Eh o

e made 51multaneously China 's grain trade polic1es showed a marked

V7change in the m1d 1960 s, and in the post—Mao period In the long run

China's,grain productionjhas.thejmost influence on grain trade. However

‘grain'prices-and the hard currency trade Balance were the most important

e

. The lack of 1nformation on grain reserves is a serious handicap. While

actors durlng the Cultural Revolutlon ‘

New trade models and factoﬁgﬁmust be developed andi&odifled for,
eXplaining China s” grain trade polic1es in- post—Mao years. It is unllkely
that rice eXports continue to play a large role 1n China s import deCiSions

Rice prices»will play'less of'a role than internatlonal wheat prlces,'However.ﬁ

’6‘. N

politlcal factors’ 1n trade declslons and the c01nc1deHCe of rlsing 1mports

with rising production w1ll cOnfuse attempted models 1n the post -Mao period.

. consumptlon patterns have undoubtedly changed since 1976 there is not yet

©

‘enough data to do a more detailed analy51s of gnain supply and demand% Furtherif‘_“*f

9,

' -analysis with newly released data, perhaps accounting for a shift in grain

'import use to livestock feedlng, could" prove ‘to be 1nformat1ve. - h_dﬁﬁ%» R
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NOTES TO CHAPTER SIX

See Appendlx 2

¢ . ¢

Care was Laken to fo]low the anct var1ab1es as dcflned by
Surls, although this was complicated by, an oml551on of the units for
the net rice- exports. The USDA series was used for grain output,
Aird's intermediate model ‘was used fOI;pOPU]dLlon, erain trade data

were given by Surls, and CIA data were used for Lhe hard cumron(v

o
balance of trade. - b j
R E
1he coefficient of dLLermlnablon was i rectéd fur thc

-
. : !
degrees of freedom used ‘up in estlmaL1ng the: paramecers “he’ ¢ormu1d

ey

l' ‘..‘e

_R2 =1 - (1—R ) (N-1) / (8-K) -

where N is, Che number of observatlons, and K is the: number of pdrameters

:

1nclud1ng the intetrcept. Jf K were misunderstood to’ Dc ‘the
ependent variables then an R“ of .85 would be found instead
of .80 fet ulls “wheag 1mport equatlon.

. estimated,),

i

, Ihi tlvelv, ‘the 1ngernut10nal supplv of grains. and the,
domestlc demand for imported grains ghould be equated here. However
such an analysis is seriously handlcapped by not knowing the size of
China' s grain reserves.. A complete®a prlorl analy51s is not attempted

5 ' " '
~ The wheat pricg the value of Chlna s grain lmports leJded
by thé quantity. Simila the.price of:rice is the value of China'

. total grain exports d1v1ded by the. quantity. To. use rice exports alone

in the calculatlon of rice prices wou]d require f{urther researuh, and

is not Lons1dered necessary. .
However the best 51ngle varlable run for 1969 to 1975 was w1th

‘the Droduktlon variable. . e

i |
sl '

’ ! . H ) =
g%essingle-equationfrice model was not 51gn111eant1\ changed
when all'v%riables were run with pen capita values:

8 o : , .
SN The fact Lhat Py, the prlce of the total grain imperts, is
“multiplied by Y1, the net\graln 1mports, is @ further, but e minor
problem L e L. :

. . . ) v

‘ Indlrect least - squares can be used to determlne'ﬁ§§’pafameters

,of the wheat equatlon, but not the rice equatlon since it dis over-

identified. Since both methods give| ‘almost identical parameters for

“the wheat equatlon, onlv the two- stage least squares pxocedure is-
eeded » ; A E 1 :
o ; S ) S : el
. , , . ‘

o \“j ’

S
T . v . 1

POOR PRINT

J
-

Epreuve 111151b1ei7



o © CHAPTER SEVEN A SRS
SUMMARY AND CONCLUSTONS

The ob]cct of analy21ng Chlna 5. graln trade is to understand why.
China imports graln .and to estlmate, if pocqlble, how much grain China
may want to 1mport in the’ future. Rather than repeating many of‘the

arguments whlch have already been glven, thls summary shall attempt Lo

ldraw forth some of the pertlnent ¥nformatlon whrch has been gathered ‘ o “
- L R A . i “-,‘;1. u' S . : : ’

The flrst questlon whlch relates to graln.trade is whether

Mw“chlna can be expected 'to prov1de for her -own needs An the near future

-This.is really twofquestions. First is-whether China's grain production \$g:.,

can be expected to rise 51gn1f1cantly, and secondly, whether w1th an i' ‘}
insufficient" grain productlon China w1ll choose to make large 1mports o i
The answer to the latter question depends~upon-the Chinese policy

rerors in control.  To date China has made her largest grain purchases | “]

]

with a moderate or 'right wing' government. The present administratioﬁ_
appears to be more rlght wing than any of prev1ous years, and Chlna is

also 1mport1ng more grain now than- at any tlme in the past. In perlods
. . A

when the administration has emphasized'self reliance, thls was uSualIy

vthe time Qhen grain~imports‘were cut back and rationing employed'to
’reduoe consumptlon. | | . :
A N

" part of Chlna s food productlon problems have stemmed from-an
1mproper’use of resources. Some of the agrlculturalsmeasuree; most:
notably those introduced during the Great Leap Forward were rash and

N .
even detrimental'to agriculture 1n_the long-term. Internal political

173



»imports.

exchange.“ The'emplrica

Since that'time; however,

174

disputes prevented agricultural scientists from making the Eypé of

contributions in research which have proved successful in.other coun-

tries: Currently China is undertaking long term steps to improve

agriculture as a whole, but no immediate success can interpreted as

fundamentally changing China's position as a net grain importer. .
A basic cause of disequilibrium for China's agricultural economy
is .administered pricing. Despite the’price increases of recent years,

China's grain prices remain at loweg'than‘free market levels. This has

By

caused problems far government.policy since when the‘far@ers are given

the choice of What to grow they haﬁe'optedffor'non—graﬁﬁfcrops.- The
‘ : S ! ] B S - ) o . L i . .
pricing policy |prevents China's agricultural economy from making a
full ‘adjustment] to market conditioms and contributes to China's grain
“ . - ' y,»\
’ DTN
‘ |

Apart from this three other factors favor Chlna s dec151on to

import grain." Transportation costs makefit’easier to importﬁfrom abroad
i

for coastal c1t1es than to Shlp 1nland graln 1ong distances. Military

'con31derations f;vor the bulldlng of a grain reserve for strategic and &

v 2

. . B '
emergency uSe. (If domestic grain 1sstored more 1mported graln will be

=

needed for consumpfion.) Finallv it -is politically easier to support

a large government Fnd military by imported grain than by further grain |

procurements from the already burdened farm sector.
_One'other'rea on for4China's grain imports has been investigated

)

4

'further, that of expoxting ‘rice and 1mport1ng wheat to gain foreign

analys1s appears to confirm that thls d1d play

fa substantial role in ‘China's grain trade: dec131ons from 1969 to 1975.

3,

rice exports have been cons1derab1y cut back

-s0 it would appearﬁthis ha not-played‘a significant role«in import



i

imports. are to be paid for. - Contrary to the Soviet Union, China appéars

. to -have no difficulty inlfinancing her pqrdhases. . Despite a large

reserve.

N ) - . lv N . .’ v * v .
may prove more successful than its prognostication.

c 175

L]

decisipns'of the ﬁbst—Mao period.

-

There is. no doubt that economic and strategic factors continue

cr

to favor grain imports for China. However if self-reliance were once

again emphasized in China there remains.a question of how much these

grain imports could be cut back. Even though Chiha claims she is capable'

of self-sufficiency in grain, there is no foreseeable reason that she

would attempt this, and to the contrary has given every sign of increas-
ing grain imports through:the'negotiatéd long-term supply agreements.
With every indication that China’wishes to continue sﬁbstantial'

\ v

grain imports in-thecfuture'thé queétion must be asked of.ﬁbw these

1
b

BENN

>

deficit trade balance, China's'surplus in ihv@siﬁies‘ trade is even

larger and has éngbled‘her to build a substantial foreign exchange

e ’

0“-‘ .

As :o,pfedictfag theﬁqﬁaﬁtity of grain China will import,‘the'

long-term supply %greements are the best indication. While more reliable

. data is becoming available for modelling China's trade, econometric

‘analysis is Hampered by the small number of observations for grain

imports under post—-Mao trade policy. 'The'marketing of grain to China

kN . . o : ;

i

et

PN

R
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. APPENDIX ONE
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international.Trade;Theory As'Applieleo China

Classical economic trade theory asks three basic questions about
foreign trade: 'what'goods'does a Coumtry huy»and sell; what determines
the prlces of 1nternat10nal exchange (and who receives the galns from

trade at those prlces), and how do countrles adjust wheﬂ the pattern of

The third questlon will not be dlscussed for Chlna,

'but the dlfgicultles in. applylng trade theory to Chlna are evident 1n

the 1aws of comparative advantage, and of 1ntezndt10nal supply and

4

oy

demand
= g0 L »

; The law of comparatlve advantage can be : used to determlne what

B

5-5‘1)

'goods a country w1ll export or 1mport as’ follows. F1rst compare for

‘two goods the quantlty of good B whlch can bgrtraded domestlcally for a -’

ThlS wlll be the domestlc comparatlve cost

°

'standard quantlty of good A

of good y: Then the comparatlve cost for good A in terms of good B can’
¥ ? : .

-be de&ermlned for a prospectlve tradlng partner, and a comparlson made

‘-Qbetween costs 1n the respectlve countrles.v If the comparatlve costs '

s

‘are the same in both countrles no trade will occur However, if the
A'_comparative cost of“good A-in terms oftgood-B dlffers between the'

"‘countrles then each c0untry will export the good in whlch 1t has the

v’

.least comparative cost and 1mport the good 1n whlch it has the hlghestv‘

'comparatlve costt
The d1ff1culty in applying the law of comparative advantage (or

@

comparative costs) to China 1s that the prlces ex1sting in China are“

admlnistered prlces and will not give ‘a. true reflection of. comparative ;

2
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costs between Chinese goods.. This, however, is a problem for the

Chinese government 1tself and will* only concern those’trading with

Chiﬂa Léﬁ hﬂ extent .of obtainlng a more accurate assessment of the pro—'

PN w\

Mo e @

I8

'%fffﬁ@ law of comparative advantage can be adjusted to apply to
China as fbllbws. Thevgoods which'China will choose to importare those
w1th the greatest‘perceived opportunity cost for produc1ng in China;
while the goods which China w111 choose to cxport are those w1th thei

least perceived opportunity cost for produc1ng in China. ‘HOW‘IS the'

perceived\ oppoftunity cost determ1ned7 Impprt goods are priorized

according to need and export goods are assessed according to availabil-

&

ity. The quantity of a. needed good at an established 1nternat10nal

Y
3

'cost is compared W1th the quantity of ‘an- available good which must be

.r‘exported to ‘earn the same. currency value of foreign exchange., If the

.

i . .

need for that quantity of the 1mport good 1s assessed to ‘be of greater

i

worth than the loss of that quantity of ‘the available good then the

»

latter will be exported and trade w1ll occur.

China w1ll have a difficulty in applying thls law since the as-

a

. sessment of which goods are worth more to China is subJective. Real

costs,: for obJective assessment, are disguised ‘and different dec151on

‘makers w1ll have different views of 1mport need and export availability

'-Some dec151on makers may assess rice as an import good while others

'dec1de 1t should be an export good “and. the real comparatlve cost fac—

"s\c . @ . . =

tors;: which could .also be changlng over. time, appear to - become Iess
,51gn1ficant to trade than ‘the question of which dec1Sion makers are in -

. , Once China has chosen goods whlch she de51res to trade however,"

other countries need decide only whether to partlcipate in this trade

3
.




. 187

\

or not. . Trade partners may have difficulty gaining'a profit from the

trade as the terms of trade willzﬂmost of necessity"belset by the prices

prevaillng abroad rather than w1th1n China. China will have an offer
R .

curve which Wlll change with variations in the 1nternational prices of

goods. The realities of world trade are anticipated to cause;China to

.
.

trade at terms favorable to herself for imports,ihut probably less

. favorable for her exports,

3

The law of coﬁﬁﬁi i advantage was dewxgned to enable a country
B e !
L

to determine which good§ to export and‘which‘ E$%§Lfn&.\ As it has been .

redefined for China, however, it is the import and export\goods which

‘are'being chosen first, without a knowledge of real"comparative opporé
. 'b

tunity costs in CHina, and comparative advantaoe is then determined on |

"+ the subjective.trade decisions as made. It is undoubtedly true in the /
o s Y
real as well as the ‘perceived sense that China does not-have a compara—
‘ oL IR , - R . o : : o
tive advantage in grains, but it is equally as true that the redefini—_

tion of comparative advantage in this manner has defeated the purpose'
for which it was des1gned 1n theory Comparative advantage no longer

_determines trade, but trade'determines comparative advantage._ The
theory of comparative advantage has had value in describing trade’ among
. . N \

nations Wlth imperfect market pr1c1ng, but the extent to- which it must

 be redefined for describing trade in a centrally planned economy defeats
£ , 3

its or1g1nal purpose, and renders 1t of little value for China;
o It is for thlS reason that cla551ca1 trade theorybis not discus—
sed for China. . If the theory 1tself does not help to gain 1nsights
into,tradeiwhich would bevmbre difficult to gain through'bther means?
1f the theory 1s.only redefining something which was. already known; and

adding nothing to further that’ knowledge, then it is confu31ng, rather

than clarifying, trade 1ssues, and is: better left undiscussed

-
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APPENDTX THREE

ESTTMATION OF RECENT GRAIN PRICES USING *VAILABLE TRADE DATA

-

Table A -2

Grain Import Prices . s

a. Grain Exports From Source Countries (Million Tons)

19773 1974 1975 1976 1277 1978 1979 1980
HE , : : S
Wheat 6297 2,964 1.496 .. .- 7 1.944  2.454  4.07%5 -
" 1.8, ' -
Corn .B41 . 1.759 023 ... .. . 1,073 2,754 1.788
Canada .o ‘ : ’
Wheat 2.%15  1.740 . 1.864 940 3.C0%  5.226 2,712 2.644

Total 3,785

6.493  3.383% 7/ 940 3,003 6.243  7.920 -B.467

~b. Grain Export Values (Million .11.S. Dollars)

T.S.

\\ “Wheat . 40.6
‘ 11,S. '
Corn 60.6
' Canada”
Wheat 182.0

‘Total  283.2

317.3  189.2 . . . . . . 2t0.2  324.0 671.3

188.7 26 .. . . .. 111.7  291.6 . 225.5

3345 292.6  138.1  291.1  209.7. 3455  447.0
840.5 484.4 . 138,1 2911 661.6 982.6 1343.8

-p.‘Partial Grain. Import P;ices\(F;ee on-Eoard, $U.S./Ton)

Year 1973 .

1974 1975 1976 1977 1978 1979 1980

Price 74.8

129.4  142.3  146.9 96,0 106.0 124.1 158.7

d. Estimated Grain ImportiPrices (CI® = FOB + 10%, 8$U.S./Ton)

Price(*) 82.3

142.7% 156.% C161.6  106.6  116.6 - 136157 174.6

i

SOURCES -J.8. Departmeﬁ%'df Agriculture, Economics and Statistiés
Service, Internatlonal Economics Division, U.S. Foreign Agricultural |
‘Trade Statistical Report (Calendar years 127> to 1980);rstatisfics,

Canada, External Trade Division, Trade Of Canada: Exports By Commodities

" (65-004), December issue of 1973 to 1380.

(*) - See Table 1-7, "Wheat Import Prices".
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Table A -3

Rice Export Prices

a. Rice Imports By Purchasing Nations (Thouaand Tons)

1972 1973 1974 1975 1976 1977 1978
Hong Kong . 182.1  220.6 12};8 184.1  194.1  177.7 185.0
Indonesia , 53.6 46.6 3.6  320.2  .90.8  162.0 68.9
Malaysia . 60.5, 207.8 206.2  111.5 61.3 84.1 *
‘5ri Lanka. - « ) * ] 13,0 236.4 * 98,2 *
Japan SR 4.3 28.7 12.5 4.0 . .. 31.0
Singapore ‘ 36.9 44.7 14.0 11.2 6.7 0.7 8.8
Macau : * 13.7 11.9 12.0 14,0 15.0 10.8-
Philippines 33.0 160. 1 51.2 43,0 .. e PN
Madagascar S AR 57.3 66,2, -17.5 = % 30.6 22.8
- Mexico . .« o 30.6  T1.2 .. . e e e e
Senegal P 46.0 27.2 . . . * * *
Syrta * * © 60.4 35.5 *. * *
Total - |366.1 831.6 990.4 985.8 370.8 568.2  327.3
b. Rice Import Values (Million U,S. Dollars)
Hong Kong - _2p.2  80.7 90.8  72.9  63.3 56.9  6T.4
Indonesia 1 B.4 7.7  62.7 153.0 34.8  63.3 21,5
Malaysia .4 63.9 - 91,5 49.9  25.0 . 24.3 *
sri Lanka S * © 45,3  -80.0 * 22.5 *
Japan - | . . . 1.4 16,1 5.5 1.1 ... 17.9
SingaporeA 3.7 14,0 1.0 3.7 1.9° - 0.1 3.1
Macau P 1.9 1.6 2.7 3.9 - 3.9 3.5
Philippines - 2.3 23.9 16.2 14.4 . . . e . e
“adagascar - ... 10.8 28.2 g8.5.  * 7.3 4.1
Mexico . e g.1 -~ 26.8 e cie e o e e
Senegal . . . e 12.7 -9.0 ' *
Syria S * 30.0 17.1 * .,
Total 49.0 226.3 425.3 407.6¢ 129.9 178.3 117.6
c. Partial Rice ‘Export Prices (FOB = CIF - 7.5%, 4U.S./Ton) ‘
Year : 1972 1973 1974 1975 1976 1977 1978
OTF.To Buyer - 133.8  272.1 429.4 . 413.5 350.4 3137  359.3

' ¥OB In China . 1238 251.7 397.2 382.5 324.1 290.2 332.4

SOURIES: United Nations, Depaztment of International EZconomic and
‘social Affairs, Commodity Prade Statistics (New. ank UN, 1972 to 1978)

«

* - Data not available.
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APPENDIX FOUR
FREDERIC M, SURLS

REGRESSTON MODELS FOR CHINA'S GRATN TRADE

The Major Determinants

~ Although the potentially important variables can be identified,
it 18 quite another thing to nssess their relative importance in influ-
encing past behavior since most of the required data have not been

released since the fifties. In particular, reégiiomﬂ production dsta are
1

scarce, snd date on rural and urban population and livestock, stock,

and procurement data gre all unavailable. But, there are estimates of |

national grain production and population and trade dats end world
market price data are available. ’

If tho procurement function is stable and stocks of grain are assumed’

to be relatively small and if other variables do not change rapidly
over time, then the demand gap in the urban sector and exportable
supplies of rice should vary with per capita grain production. Balance
of payments pressures can be npproximat,egr in a rough way by the

size of the hard currency trade surplus in the preceding year. World
market prices or actual unit values of PRC trade can be used to assess
world market prices effects.

On this simplified basis, grain imports should vary inversely with

production per capita and- world merket grain prices and directly
with the bn{)a.n’ce of trade surplus. Rice exports should vary directly
with per capita production and world market rice prices. Additionally,
the PRC explanations outlined sbove imply, depending on the inter-
pretation, a dircct relationship between export rl)evels and either the
rice-wheat price relative or the cost of grain imports.

Ordinary least squares regression techniques were used to test the .

relationships outlined above for the 1961-75 period and for selected
subperiods. As might be expected, the results were not conclusive; there
are.simply too many jmportant {actors omitted. Additionally, there
are numerous statistical problems and & very limited number of obser-
vations. Nonetheless, the results, if viewed cautiously, are suggestive
and of some interest, particularly for grain imports:

Net wheat and coarse grain imports.—For %urposes of this analy-. -

sis, wheat and coarse grain imports were combined since the two are
substitutes in humean consumption. The relevant production measure

was teken as total grain production, excludin§ rice, since of the avail-

able production estimates this most close . approximates wheat
and coarse grain production and, grain production in northern China.

+ For the period 1961-75 as a whole and for the subperiod of the 1960’s, -

no significant relationship was found to exist between imports and

‘the vanables outlined above. There .is no-significant correlation be-

tween production measures &n trade. . :
Since the Cultural Revolution, however, the preceding year's per

_capita grain production—excludihg rice—and balance of trade sur-

plus appear to explain most of net per capite imports of wheat and
coarse grains (table 6, equation 1). The equation- fits closely for all
years in the 1969-75 period and picks up each turning point in this
period. It also predicts the direction of trade movements in 1876 and

1977. However, annual fluctuations in imports for these years are -

understated (table 7). No relationship was found between imports and

absolute or relative prices.w‘ , : .
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Y4 MaY par capils whast angd comise g imparty 1o Rkogram pa capiis The populstion sanes from tabie 4, aftm.
Aative ] was used in (D1g ghalyiiy

T2 Nt Hich wrpoty, :

XY Por capila paen prodition {eac!uOing nced lagged | yoar In kdogermy per capits

X2w Pai capitd gina production (axzluiting rica) lagged 1 yesry 5n Rougrami pur Lapta

XJeHard currency balance of ttade suiplud ve thae precasding yer in mubon of U5 didteny

R Averags o Current and proviouy yoa1'S par CADIUE Niew production. n kdograny per capiis

X5mCostof grotnimpors ta mithor (Y; G o dollen

Yatums t parenthases are sanda:d errars oF e coufizient (P} iadicaler thal e cosMoact iy slatistically vigniheant
#t the 0.8% leve!

O.W. = Durbin- Welsnn slatistics,

[

G VABLE 7 ~FITTED PROIECTED, AND ACTUAL NIT WHEAT AND COARTE GRAIN IMPORTS, 196371

jte mithon tons]

Fitted -
propect a3t Actund nyt
Year aet impoity ! impovty
......................................................................... 1M I
160 492
..................... P 8] 301
................... 44 i1
Ly 1.%7
........... €25 8 64
,,,,, RIS 1.2
Llos 175
5 6 80
1.52 (O]

1196975 hitad values, 1976~78 projected. Based on equation | of table &,
1 Not avaslable, - .

As noted abové, this should be viewed cautiously. But, the apparent
increase 1n the responsiveness of imports to production fluctuations

since the late sixties is strikiny, suggesting loss willingness or ability-

in recent years to hold down consumption during years of production
shortfalls. This would account for the increased variability of PRC
grain imports during the seventies.

Foveral qualifications are in order, however. Stock changes may
have had some effect on import demand during this period. No mean-
ingful responsiveness to world market grain prices was observed.
But, Chinese grain purchases must respond somewhat to changes in
market prices. For exsmple, it seems likely that low world wheat
prices will tend to raise imports by reducing the foreign exchange
costs of .a given level of imports. The low world wheat prices durin
ering and early summer of 1977, for example, likely influenced both
the timing of wheat purchases—the PRC filled import requirements

: thrqu‘gh mid-1978 at that time with two large contracts with Canada

and Australia—and also most likely the total quantity slated for
import as well. - :

Moreover, the focus on national production may overlook important
but temporarily offsetting trends, intluding declining or slowly grow-
ing marketable surplus in major graip surplus areas and faster-than-
sverage growth of production in traditionally deficit areas of the
North China Plain.” Future changes in regional production trends

could play a role in trade that does not show up with national pro-
duction data. . ,
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. 'APPENDIX FOUR
~"Net rice exports ——Altempts to explain rice exports were less.satis- -

* {actory. A msjor probiem is lack of information on rice ex orts to - RPREE

" Communist *Asian countries. For the period 1961~75 as a whole, there : '

;- appears to be B rough ‘relationship..between net rice ‘ exports; per
" . «capitd rice production, and the gosts of the grain import program B

(table 6, equation 2). Balance-of-payments préssures as messured by~ ..
the lagged hard currency trade deficit.and the relative price of rice . &
and wheat were not {found to be significant. .. T SRR

In addition, the statistical importance of these varisbles changes o
‘over time. Costs of grain imports“were not significant .during much. i

_ of the sixties, while production end rice prices seem’to be important. . ,
e During the seventies, however, costs ‘seem 18 best explain the level of . 07
: ‘exports,. and production drops” out ‘as ‘s significant variable.: High = -
L correlation between rice prices -and: the cost. of grain imports foakes
L= it diffieult to choose between these. © = - oo e e
' : Finally, these relationships.do not'do g very effective job-of tracking -
. year-to-year fluctuations in export levels. Although production, prices, ' L

" and the cost.of grafi imports appear important, their relatiye impor- .
_tance and precise roles cannot be sorted out.. .. © o v ES
- Tentative conclusions suggested by this. analysis inc¢lude - the . -
Afellowing: - 0 o R T e T o
S T%‘e determinants of grain-imports presented by equstion (1)~ .
" seem reasonable as a.first epproximation sithiough there-are clearly . *.~:
* - other factors st work as welf ‘Production.in the previous year deter-. .
_ maines’ procurements. and hence urban grain supplies for the current.
year, . ..o T ey e
" (2) Links between rite. production and trade are weak, in pag -
because full trade data sre not available. Also, rice- production -per - ..
- “capita has risen substantially since the sixties; this has likely resulted , S
*in'an‘increase in State rice stocks suffcient to weaken direct produc-. -t
tion-procurement-export links. But, declining or stagnant roduction .- o
 over a period. of time can result in"stock drawdowns and restore‘a
. production-export linkage. This wes probably- an important factorin™..
. .the low export leve]s during 1976 and.1977 as rice pr duction stegnated -
A in the 197477 period. e e e R : i
‘... ..(3) Either or both'rice prices or the cost of ‘grain imports bave an .. & e
.+ “effect on Tice exports, but their ‘separats effects ‘are dificult to-dig-
‘entangle. The pet cost of grain imports has .tendéd to remain stable ..
for several years at & time (table 2). This suggests a foreign exchange.
budget for grain imports with Tice exports ad} usted ss far as pOSSib%e
.\ té-meet grain import costs. Relative rice-wheat prices do not seem to
" be'important to either grain imports:or rice exports.. - S
. (4): Wheat import decisions seem to be.largely independént of rice .
- "export decisions,: st least during the 1970’s. However, the reverse .. i
. may not:be trué, Part of the reason for this lies in timing.. Wheat A
» * :import decisions have typically beef made in advance as production -~ .
“and- procurements from the preceding year’s crop becomes apparent. .
AN Rice export decisions; on the other hand; appear. to be mads witha .
"= . shorter lag. Stocks,-anticipated current-yesr rice production, costs of ..
. grain imports, and world market rice-prices all énter into the export .

o« decision.

i SOURCE: Frederic M. Surls, "Chinals Grain Trade," in .
Chinese Beonomy Post Mao, Papers submitted to the Joint
?;E¢0n¢mic-cpmmitfééuOffthe»U;s;,chgress,(wgshihgfongi :: 5

:U.S. Goversiment Printing Office, 1978), pp.663-66.
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