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Challenges of Promoting Reform

n SHFER|LEIISE. EFES#HOE “=8"7 FENTFEUR:
China’s grain market is seeing contradictory increase in Production, stock and
import.
I |
Production: increase for 12 consecutive years

s 20154EMN A TS E62143.55 M, HLEERK2 4%,
The overall grain Production in 2015 stood at 621.435 million tonnes, up
by 2.4% compared to 2014.

HEO: REkL.2{20;

Import: exceeding 120 million tonnes

BEfE: “HERNE” |
Stock: filled to capacity

o HETIOK I A EEAFE 2. 500

Current temporary storage of corn reached 250 million tonnes.
m Rice: storage around 100 million tonnes
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s NEIGHBERRIENY, RE2011FHHFHIeE, HEEF|20135F, Ex
FREXS “HIFENMEEME"
The motion of temporary storage policy reform was proposed early
in 2011, but it was not until 2013 when the government decided to
pilot target price subsidy.

m 20154 % R ORI B ImEBERIERGA. ...
Minor adjustments in temporary storage policy of corn were made in
2015.

m 2016 R—S 1

LRI e b E RN, ﬁﬁ%%ﬁﬁi*%ﬁ
RIS, FEEIKNERBTHERRRKER, &Za
FRRKRGHEWNR ., WBURZET. g RXESH
2, B FORAEFEHNEHIE.
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Minor adjustments in temporary storage policy of corn, with
price cut from CNY 2,240 per tonne to CNY 2,000 per tonne

s RI|EREFOBRIEWEIR, SFERSEXRIGEUIEMSIELERFZE,
M1.12/FrFEB|1TT/ITo
Due to the high corn stock, China lowered the temporary purchasing price
of corn from CNY 2,240 per tonne in 2014 to CNY 2,000 per tonne in 2015.

SERRRENEETIESRRE, BERENTRIPMRRENR, H
AR T EMB IR E KRR ER &, BUORERTRI,

The price cut was only a transitional measure. It might be favorable to
farmers' interests, but it cannot reduce the high stock. More policy
adjustments are needed.
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Logical Dilemma of Policy Reform

n RBESERFE IS ITUAITER
High grain stock calls for policy reform

R B TR R REUOT B RR R

The high stock is a reflection of deeper contradictions in food policy.

o SOREESK, BIBEN— SR I R

Piecemeal fix: a long-lasting management issue

i
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s HAESKERNE, WMHLERER, MXTRHITBIERE
F, FTHBR, WK

The authorities only focus on how to reduce corn stock but rather hesitant
about grain price policy reform

RERRBFEEHNMTE B R ERMER, F5EHEREFNREH
Hl, SAEBFRNBRGENNESZSR.

Taking measures to reduce the stock of a single grain variety instead of
developing a mechanism that avoids high stock is a step back from a
logical grain price policy reform

o AIEMHESCRRBORT SRR RA R IS BT, HERTT 78 Hbl
i, BILLAT S 2 Hr N E Ak R B AR TR B L) 2

A logical reform should reduce excessive intervention of price

support policies for all grain varieties, correct the market distortion
mechanism, and build a pricing mechanism based on market prices
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m H—, BERERINEESENL, NEMBANEEFE:

First, complex policy targets present logic contradictions

AT BUR, B2 E. ThReslz, BERBEREENMtS B “4R
fiteg” ), HERPRRMREMNE B “Rlzs” ) ;

Current grain price policies have multiple targets, including protecting
farmers’ interests (guaranteeing returns) and ensuring sufficient grain

supply (guaranteeing supply).

BERINmRRER, R PREZEFEFN N, WP EMITTBUR.
e MRV AEEZ B R, EHUWBRALEBEPRAEIE,
Complex interests are involved, such as national interest of food safety
interests of local governments, of the grain industry, and of agricultural
producers. However, all the costs are covered by the central

government budget.




" DRC

“Prpkes” “fR” RREAFEBN CREEEN K2R BRI P
ANEA H bR,

Guaranteeing returns and guaranteeing supply are the two basic targets of all
agricultural policies, including the price support policies.

P& B, HAHE:

The two targets can be compatible or contradictory with each other

o GRS, 37,

Revenue increase needs higher price and higher Production

o R FBOGNHEAE R EEn _ _
Higher prices may curb domestic consumption, which leads to stock increase
when Production goes up

o R FEHEAME ST B =2t D8 N, |
Higher price may also induce increase in import when domestic prices are higher
than international prices

HENE. BAMBRTEETSN, FlEKES, WTE
ET%N@Q%WE " |

When domestic grain supply is lacking and the price is lower than the international
market, the two targets can be compatible with proper policy interventions.

Rz, WEHHENFR.

Otherwise, the two targets will be in conflict.
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m 2005-20104: 2005-2010

R, B TR KA R RR S ErT R

By steadily increasing purchasing and storage prices, we have effectively
stimulated farmers’ initiatives of grain production. The policy protected
farmers’ interests and realized the objectives of grain Production increase
and supply security.

m 20114ELA3E: Since 2011
HirENREHRXTR,. BEREETERFTS,

Grain supply exceeds demand domestically and internationally, and
domestic grain prices are higher than the international market

%%’f‘%@@%&%ﬁ% BERERE LA TRIEFRR RIS, HRIEm

Raising temporary purchasing and storage prices appeared beneficial for
farmers’ income and increase in grain Production

SR LA kRN, SRR BT AR,

However externalities of the price rise, such as high stock and roaring
import, make continuation of the policy difficult. The price rise cannot
effectively protect farmers’ interests. Nor does it contribute to the
sustainable development of the grain industry.
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{—, BURBBTERERHTE, MEREFEBE:

7
Second, strong reliance on current policies and protection of vested interests

from stakeholders hinder reform from happening

ZEESTHRMBOR, FRGERZIKBRAKE, EREREEEKE, TaBrRi,
ﬁ%ﬁ—ﬁ,%ﬁzgw_%%%mwo _

The current price policies, implemented for many years, have induced
strong reliance of all, making regulations simplified, policies overly
influential in the market, expectations homogenous, interests complex,
and contradictions obvious.

%ﬁ%ﬁ%%%%ﬁ%ﬁ@ﬁ%ﬁﬂ%,ﬁ%%@ﬁ-%ﬂﬂé%§%§%

Adjustment or cancellation of price support policies such as the temporary
storage policy, if implemented, will lead to major changes and even conflicts
among stakeholders, and thus cause doubts about the policy reform.
%ﬁﬁ%ﬁ%ﬁgﬁ\ﬁMEggﬁi,%5%&%“%&%”“&%5”
LLB AR BCARAR R TR AR S HE

Reforms like lower purchasing and storage prices or withdrawal from the
temporary storage mechanism would lead to concerns such as how to

guarantee supply or returns, or how to maintain farmers’ initiatives in grain
production.



" DRC

n HEIRBEREK: BERE/NE. KENSEBIENER?
Current policy stance: keeping the minimum purchasing price policy
for wheat and rice?

WARMXHBERBRMER R, ZREE. MRHE, G6EPESLH.
Some believe that price support policy should be implemented in China since it is
easy to operate and generates clear benefits.

WH BiROrid s G E Sk I FE e, BRIEE R, EPEAEN. _
Others argue that direct subsidy policies such as the target price subsidy are not
applicable to China because it is too complicated to operate.

k& LRI AR IR efficiency loss of price support

s OECDH#F%: OECD research
Zé%%@%)i%ﬁ%&%ﬁﬁ%%&ﬁ, Bl 812600, RENGRE0.252E 50 (R B Hlk 25 ik
T ;

The efficiency of price support in developed countries is about 25 percent, which means that farmers
can only gzlal_in 0.25 dollar (including land revenue and labor income) for every dollar spent in the price
support policy

%;ﬁ%ﬁéﬁ, BN SRKESE N, M SR LB B AR AR S BN PRI, VAVE A BRI
PAY =i

Input demand increased dramatically due to the need to stimulate production. One third of the resources
invested in price support mechanisms goes to input suppliers as extra costs, and resource loss accounts
for one fourth of the resource costs.

SN BN AN SR AR LG, R SR TN R R R N
The transfer efficiency of price support mechanisms is the lowest compared to price difference subsidies,
input subsidies, and area subsidies.



m K FZ1MEX?
m Will rice be the next corn?



" S DRC

H=, WEEVEH: ERENIEHTE?
Third, reform mobilization mechanism: who can effectively
promote reform?

ﬁ%ﬁ%@@% R, WRESAEITETIMEX.

Grain policy is very complicated and involves many
vital government departments and major production
areas.

FEBRKKE, FTHER? |
The authority wants to satisfy all stakeholders. Is this
the reason why it is much discussed and not yet
decided?
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Is it the best time to start reform now?

s NERINENRTIRE, BRIEAFHENENANEY, BERINEMNRE
BTHL.
Reflective of the macro environment home and abroad, it is the best time
start reform now as China is facing many favorable conditions.

ERNEFEE. ERREPORICRENR, NEEERESFBOREE T L
IR EAL, RAET R H [ e2tlE,

Ample domestic and global grain supply provides solid foundation for
reforms and room for changes.
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ﬁ@%ﬁ%ﬁﬁ?%ﬁm,ﬁ%ﬁﬁﬁﬁﬁ%ﬁi%ﬁ¢

Chin; has stable grain production capacity, which is the
basis for policy reform.

BRI R AT .

There are consensus and expectations that reforms on the
grain policy should be carried out.

B A, BR T TR AL,
LA TR R B T A B E R S p o

o

Piloting programs of target price subsidy and exploration
of the pricing mechanisms of agricultural products have
provided valuable experiences for a new round of grain
price policy reforms.
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Target Model of the Reform

n ELEGEXEMBFER? Is there a target model of the reform?
R EEERE There is no fixed target model

ErHARE. 3h7& % We should advance with the times and adjust
dynamically

n KNEMIZIEEH4? What is the logic behind the reform?
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Logic of the Reform: Targeted Policies, Separation of
Prices and Subsidies

— Y oaran 3 =5
H E |"E_l_|ﬁ11},pq ] 'f}jl\"f‘l‘ﬁj\% Targeted Policies, Separation of Prices and
Subsidies

ERREE: AIEHx BB B iR R BUBUR T i .

Targeted policies: taking separate measures for the two respective
goals

o FBRHILORY “Irftes” “fRifta” WA Bs ALk, AKX
iy er RIGEE, B “BFEMm” . “BHHER” R
i, w BRI .

We should see returns and supply as two independent goals rather
than one and take separate measures for the two goals respectively
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BOERIETH: M &

Reform Implementation: Separation of Prices and Subsidies

= (D) BHBRNBORE “friltm” Thee, R EIH
@J “ﬁ@é&ﬁ% WOk R, BT

BEAnED ﬁﬁgmgﬁﬁ

R R IEN A

Reemphasizing the initial aim of helping farmers with grain sales,
abandoning the idea of guaranteeing returns, letting the market set
grain prices by lowering or leaving the price support mechanism to
reduce government intervention and price distortion

= () FAEE E AN

HER IRl .

Using direct subsidies to guarantee returns
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m ERREAR: WAL mFMEHLE]

Bottomline of the reform: Interest compensation measures are a must.

BHEIm A i I 2B H IR BURSEEE, LDRSE—EEE EHRFRR
Ao

Reform measures like lowering temporary purchasing and storage price
or leaving the mechanism must harm farmers’ interests to some extent

WBAEBEFGEARB, EEEIMR SRR mAMELE], EMRRR
FEREFH A WAL, FRBRRIEE 2 MR

We should consider all aspects in the reform, establishing interest
compensation mechanisms for the grain price reform, so that farmers
can have guaranteed income, their initiatives protected.

EE&%E&*&%W%, NResEPl “friiezi” B ARRORR R A U

We need to design a grain returns subsidy that guarantee returns
without distorting the market
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How to Promote Reform

] «;bZIKE%'/fé %,L,\Eg Guiding prlnC|pIes
“ ERMEER. s, SIFTRE. T,

Targeted policies, separation of prlces and subS|d|es, innovation
In regulation, complementary measures

ﬁ;ﬂ g & tE: “ BHBOZE + “UathE” + SR
Three-in- one reform: withdrawal from price support mechanism +
returns subsidy + innovation in grain regulation

FR2-3FER AR AR RN, AT E It AR B0 #s
T B, uai%%mﬁﬁiﬁiﬁ@l% %ﬂﬁﬁwﬁm#ﬁﬂo S

In the next two to three years, we should develop a grain pricing
system based on market price, and an interest protection
mechanism for farmers where direct subsidies play a major role

1T, FER SR, SRHMEME. ShAEk, ,
Formulating policies in reference to local situations, making
adjustments to advance with the time
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Guiding Principle of the Reform Three-in-One

QT \_\

Withdrawal from

. the price support '

reform
Ve R v i \

New '|
Returns

i\ regulation |
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: BURRISRE—ART A YH, BRER
ﬁ“rS'ZﬁE&%

|. Key to the reform lies in the withdrawal from the price support policy
which led to market distortion

-Hﬂ3¢MH@ FFFEERFKFE, NERERRBETT
£ K NgbEZE AN IANSIEKE,
We should lower the minimum purchasing prices of rice and wheat and the

temporary purchasing and storage price of corn to reasonable levels within
market range in two to three years.

o FEBGE, WKE, NESESRELM, BITRIA
W, FEITR A SR REEIR EfEhE, AKRESE
R E A OREE
After grain prices are adjusted to appropriate levels, the government should
take measures of temporary purchasing and storage for minimum

protection towards major grain varieties like rice and wheat without
distorting the market, to provide basic security for grain-selling farmers.




" DRC

F2- SERTE[EZIR H7KkFE. DA ERBIN S
slzﬁ} W, SRR T AR

First, we should cancel the price support measures for rice, wheat and corn in two to three
years, and gradually reduce their distorting impacts on the market

BURHBEIN G, BAANEREEEARBAIEH M S SRR, _
Aft(ler adjustments take effect, price support policies that stimulate production should
no longer exist

EXREME ARG, FEMARMCREE . ; _
After price is adjusted to an appropriate level, corn will not be included in the
temporary purchasing and storage for minimum protection mechanism .

20144F BB HMIE R KR EE MM HABHA, _ _ _
Soybean, which left the price support mechanism in 2014, will not be included in the
system either.

SRR RIRGE SRR BAH TG T RRET KBS EER,

From now on, farmers can decide whether they would like to expand or reduce their
planting areas according to the market price signals of different grain varieties.
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m E-, HIRKE qht, EAIIRE
Eﬂ&&ﬁ%ﬁﬁ@@;TUﬁh&ﬁ%ﬁ%gﬁo

Second, the measures of temporary purchasing and storage for minimum
protection, as a market regulation, should focus on helping farmers with

grain sales rather than guaranteeing returns.
HINMISZ R SO

"_

N gj—’ 1“
gﬁ#m%ﬁ*ﬁ% ﬁgﬁﬁﬂgﬁ

Third, after price adjustments are made, the price of temporary storage for
minimum protection should be able to compete with that of import
substitutes and prevent import substitution from happening.
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WE: A RBbL?

reform: what is the right price level?

\) K4

n IRBBHRRNEORIENMNE, ?
%1‘%67‘0 757t/ Fr, %ZIK—IIJ%EL_EIE" u—wﬁf—rﬂ_)\

m Based on the current CIF, setting the price of temporary purchasing of corn for minimum
protection at CNY 1,700 per tonne should curb the imports of corn or sorghum.

« EREUENGHOSETHOMBMAA, B aS
ey S
Ay e I S EM LS B G
RS X5168070/M (BN0.847L/F) »

m Land rent and labor costs are all taken into account when the NDRC calculates the
average grain planting costs in China. According to data released by the NDRC in 2014,
the average corn planting costs in China stood at CNY 2,129 per tonne. But land rent
should be subtracted from the planting costs for those farmers who owns contracted land.
Therefore, the actual corn planting costs should be CNY 1,680 per tonne.
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n FRINKERRZR: 3FEBL? Price reform in three years?

BRBZ D BB RN, 20165 ] Rifmf# vkt 4% A 20.95T/ Fr,
%cm@ﬁfﬁ—%ﬁ)ﬁ{&go.ﬁc/ﬁ&*ﬁ (AT IR S R OF8 54

) o
Based on the gradual adjustment principle, the 2016 temporary storage
price can be set at CNY 1,800 per tonne in consideration of the
transition, and the 2017 price CNY can be further lowered to 1,600 per
tonne. (Specific prices should be adjusted according to import prices at
the time.)



" S DRC

B ERL: Examination of reform effects

« BEATIRANR BFORI AR A A, B AP L2 3%, B
JRE A AREL R E TR R, BRI B4R SR .
The new policy should be able to compensate for most costs generated
in the grain growing process and compete with imported goods without
distorting price relations along the whole value chain home and abroad
or inducing Production increase.

g g%%ﬁ.ﬂﬁﬂ%ﬂé‘cfkﬁﬂﬁ%%ﬂkﬁﬁtﬁﬁ, AT RERETKER

It should also be able to avoid irrational increase of land rent and prices
for means of production, and thus improve the international
competitiveness of corn in China.

FESLEAG b, P H R TR TR IR EEUR.
Based on the above, complete withdrawal of corn from the temporary
storage policy should be further considered.



m RINTNE

1T 2%

DRC

EQJ 11_L ? Price reform in two years?

XES 7= H20124F LR C R ELLAF RS FTRMEER, EiFEXK
friERRIREES /RILERFH,
Corn price in the international market is likely to rise in the next few

years as major corn growing countries like the US has been cutting its
corn growing areas for four consecutive years since 2012.

Bk, Bk R RIS AE20165E— S BN K RI0.855T/r, F
24F FI I E) IR Y oK I WO
Therefore, we can also consider cutting corn price in 2016 directly to

CNY 1,700 per tonne and cancel the temporary purchasing and storage
policy of corn in two years.
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. [EHEREREIENSE.......

Promoting minimum purchasing price policy reform

g ABIN G, SBEREKE. PEEREARRRENE, BEE
JEREO = m3a s FREARR, WMEZEAFMR SRR R
Wik R, BEHIAFHREERET . G0 REHE,

When setting new minimum purchasing prices for rice and wheat
after corn prices are adjusted to market levels, the government
should consider multiple factors, including planting cost, competition
from imported grains, and planting returns of different grain varieties,
S0 as to avoid overconcentration of resources and imbalance of
grain structure.
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H . k234 ME Returns Subsidy

m WEE4ME:  Returns subsidy

RN BORN RN ERE R, TR TAMERSES R R R
M, AR AR R

As a supplementary measure to the grain price policy reform, returns
subsidy compensates for the losses of farmers brought by the price
reform so as to maintain farmers’ initiatives in grain growing.

i L2 “BEEa T AR, EASEAR RS, AR
R PR RGN FITBCR,

It is an upgraded version of target price subsidies, but it does not
focus on a specific grain variety. Every grain variety can receive
subsidy.

BAEReE AN (RIS BT AR & i A AR AN o

It is a subsidy without specific target product, i.e. a planting subsidy for
all grain varieties.
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m F—, REAFITIME, B{AE %‘,\%I‘)ﬂﬁﬁ/ﬁﬁ

r- l
o

oS A AR AR R AR B D IR LR E
RN RIAREE RS MR

First, subsidy should be made based on the size of the area. Subsidy
amount per mu should be adjusted according to the returns lost in price cut
and should be raised every year when the corn price drifts lower.

pltn, BRE2016FEEXKIEMFNHE TIHR|0.95T/fr, H20155{€0.15T/
Fro #EE1000 T FEKFHE, FAME1005T/H .

Supposed the temporary storage price of corn be cut by CNY 200 per
tonne to CNY 1,800 per tonne in 2016, farmers could obtain a subsidy
of CNY 100 per mu assuming an average Production of 0.5 tonne per
mul.
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H2017£

SRR 210.85T/ T, MIAMIE2005T/1 .

If the price Is cut to CNY 1,600 per tonne in 2017,
farmers should receive a sub3|dy of CNY 200 per mul.

XFE, *HI%'I?Z?% T BRI R, 55FERE

17T/

W

fEEUR IR A S, LTAEHT]?%, WA
, EEREBEO,

The sub5|dy guarantees that farmers receive CNY
2,000 per tonne for their corn crop, same as the
current temporary storage policy of CNY 2000 per
tonne, but it does not distort the market or increase
domestic corn stock. Instead, it can effectively curb
grain imports.
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m #ILAYMFBIRE AR : Financial cost of the subsidy

BEBRAEIIOLE, FMNEAREEE R2007T/H, R EKRFHHFZ5004
;‘r:/ﬁiﬁ!ﬂﬁ, THZT-4007T/mE, B BART B X EKEF24504 70/ 1 Bl
Supposed a subsidy of CNY 200 per mu be granted assuming an
average Production of 0.5 tonne per mu, farmers can obtain CNY 400
per tonne, much lower than the cost of CNY 504 per tonne, the cost for
2-year corn stock for the government.

n FEFFRAS: WOWBR5070/E, M 37070/, CRE B 9270/ - HE* 24
=1847C/M, ¥t 4&F] 8200070/ Mi*5%/ 5+ 24 =200 70/ .
Cost of corn stock: purchasing price CNY 50 per tonne, stockpile
building cost CNY 70 per tonne, 2-year storage charges CNY 92 per
tonne year * 2 years = CNY 184 per tonne, capital interest CNY
2000 per tonne * 5% per year * 2 years = CNY 200 per tonne
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s FZ, S5EFAEMEN,

Second, subsidies do not focus on a specific grain variety.

%ﬂ%ﬁ%ﬁ‘%ﬁﬁﬁﬁ*&ﬁﬁﬁ (BFERBRE) , BAERHIREH

Farmers should receive the same amount of subsidy per unit area,
regardless of the grain variety they produce (mixed grain and mixed
beans included)

ggzﬁﬁﬂi%mﬁﬂf’ﬁﬂi , BWERBIRE BN RMER, BDUR R
5 o

It optimizes grain variety structure using market mechanism, avoiding
the concentration of resources towards a single variety.

AR THBWTORE ™M “RAEME” 1 “MERF” AR, FHA
P8 EH AR =2 7 AN BOR B BUSR A A

It also helps avoid WTO rules on amber box subsidy and de minimis,
leaving much room for subsidies on nonspecific products.
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s 5=, AMEREEEASNMERR, AISIMABRMREE, “HEMRED
R
Third, subsidies would be granted to planted areas of the land and the
planters instead of the whole area contracted.

FILBURERAE, 85 RN B AR A IR R PAAT PR <5 ) R

Simplifying policy operations can address challenges in implementing
similar pilot programs of target price subsidies.

BENRTHEEE, BEEAGBIEREE

Provincial and municipal governments should provide all subsidies and
distribute them to actual producers based on specific situations.
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EEZ ﬁ'.l/

TR AL

Innovation in regulation mechanism

s RHMMBFNEE, BRARIRE™MIAS FFEERRBEMKER RFRTT

o BEANMBIINEREEREITRE, SURESIATHEFNARETHER
AR AT B KRR B o

The withdrawal from price support mechanism would cut the reliance of the
current grain market on the support policy. Slow adjustments to the
regulatory system could lead to expectations of an unstable market from
players and thus volatile grain prices.

20154E FHEREFFHB IR IE, TS BB RIZIES)
LR T XA,

The volatility of corn price during the second half of 2015 when the
government lowered purchasing and storage price of corn is a proof of
the argument above.
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%%ﬁ%ﬁﬁﬁﬁ%&%ﬁﬁ%%ﬁﬁﬁﬁﬁ%§,EW%%ﬁ%%%M%%E
i HL o

We should build a comprehensive grain regulation system in line with the grain
price policy, and reconstruct the relationships in the grain market to develop a
stable mechanism.

FILELRNOREREETE e AR ik

Promoting policy transformation from “output stlmulatlon orientation” led by
direct interventions of price support to “basic balance between demand and
supply” based on market mechanism and the separation of prices and
subsidies

BT A AN A, 52 RRERE., #&RE. A RSE
Iﬁ#ﬁ%ﬁ%ﬁr@ﬁ}?g | o |
Developing a new regulatory system based on policy subsidies, combined
with tools like expectation direction, risk management, reserves regulation,
and trade complementation
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O i}ﬁ?ﬁ"é{zli?:ﬁ’g *ﬁ*ﬁﬁ Target model of the regulatory system

ER RS KR, RKIGEEFEmT “Rits” B “Rikwm” , 4
BREFOHAGOBRRIER, REEANE S K

Taking comprehensive supporting measures to guarantee supply and
returns when grain supply is low, stimulating effective supply through
import

FER B P SEA Y, B RBBORIER, DIAMISECR “frifca”
NEA, EREEFAER, EED, SSHEAREERTE.

Weakening price policies when grain supply is high, reaching basic
balance between domestic demand and supply by managing production
and curbing import, using subsidy policies to guarantee returns
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Yaxlay e Ewa 2
B o5 y *Eﬁ# ﬁE% \mﬁ o First, grain production capacity subsidy

“OREFRANGE” RFANREEARNSHARTIAR. RENET, BdRM
Wean bz, 51 RERXBHERAERD, BEHETRE 76, RERESHRE,
ERRWAESTBE . HERY, WRRWFTIFERERS . ZBERNEWTORMAE
BURFR BT, AEEMR A= HH,

Grain production capacity subsidy is a structural adjusting tool for the new grain
regulation system. By providing returns compensation, it aims at encouraging
farmers to let land rotate to avoid excess grain supply, to adjust grain structure,
to promote ecological recovery and environmental protection, and to enhance
China's capacity for sustainable development. The policy should be designed in
accordance with WTO terms about Green Box policy, separate from production
of all agricultural products.



LR EFAEIBRRRERT, B R~ st SRR “MoRiasth
MG A2, XA DR REM GREIRFrEESAMNE) 50/ GREMEAME) A
ﬁﬁfa HIEEFERN S . SEE IR RHREERTK, FAMEKEREFLE REaeth
With the high grain stock, we suggest that the level of grain production capacity
subsidy should be the same as that of grain growing returns subsidy, which offers an
opportunity for farmers to choose between planting (and obtaining nonspecific
production subsidy) and resting (and obtaining production capacity subsidy). We can
lower or cancel the grain production capacity subsidy when grain supply is low.

MBURHITHRAEIES , B CMTEIX R BAL, SR 77230 0 s X BUAT 1 R SEit 1 3
RARBITRI, X Py ARG A= RERMU o X FoAtd 3 X S EATIR R S5 A T EE
BP, BHHRET WAL

In terms of feasibility of the policy, we suggest that piloting land rotation plans should
be carried out in some administrative areas, with the planned areas covered by
production capacity subsidy. We can also consider granting grain production capacity
subsidy to farmers in areas which volunteer to carry out grain structural adjustment.

DRC



" S DRC

_] %‘-: ] %ﬁﬁﬂ%f@*ﬂ%u o Second, expectation management
mechanism
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Developing grain price reforms and related policies as soon as possible,
and promoting the policies in multiple ways (such as semi-official
research institutes or experts), publishing announcements and
encouraging media interpretation to guide social expectations
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Publishing the official policy and measures based on the above, and
promoting the reform in multiple ways
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Organizing trainings for villages, towns, and counties to promote the
policy, making sure that every household and every person understands
the policy, and to familiarize local governments and farmers with the
new policies so that the policy can have real effects.
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management
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According to the new situation after the grain price policy reform, futures
or insurance products suitable to new agricultural management entities
should be developed to effectively spread and manage market risks
faced by agricultural producers.
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After the grain price policy reform is complete, temporary protective purchasing and
storage measures should be taken for major grain varieties. While it helps farmers
with grain sales, the grains stored can also be used as regulatory reserves.
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The aim of establishing regulatory grain reserves is to maintain a stable grain market
by using the reserves to absorb price volatilities.
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Special grain reserves should be used to ensure food safety and to deal with
emergencies, while regulatory grain reserves are responsible for market stability. The
two combined can form a national grain reserves system with clear task division,
functions and responsibilities.
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Fifth, taking strong measures against grain trafficking, effectively regulating
grain import
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According to the current grain price home and abroad, the needs of
domestically produced corn for feeds and further processing, if strict
measures of curbing imports are taken, are estimated to increase by 30
million tonnes and 15 million tonnes respectively, i.e. up by 50 percent
and 80 percent respectively.
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Thanks for your attention

010-6559 5692
gcheng@drc.gov.cn
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