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Introduction

The sericulture and silk industry is one of the most favorable sectors in
China, which has a 5,500-year history. During the last two decades, this
industry had experienced several fluctuations in the process of
transformation from the planned economy to the market economy. It seems
hard to reform in this industry because of many difficulties. Cocoon has
been one of the few selected agricultural products with the price regulated
by government, even though this kind of regulation of the most primary
products was abolished and their distribution channels were opened. Cocoon
price is the most important factor in the warfare determination and
distribution among those sections.

This book is divided into eight chapters. The first chapter is an
introduction; the second chapter is a survey of the theories and policies of
price regulation in primary agricultural products. From chapter three to
eight, the author analyzed the characteristics of cocoon product and market,
and then studied two questions, one is cocoon price and the institution
change of circulation system, the other is the economic effects of price
regulation in silkworm cocoon. After compared with cocoon price and
circulation system both in China and abroad, then she finally gets the
following conclusions:

1. The essential of cocoon price regulation is a monopsony based on
government administration. Under the market structure theoretic frame,
first, she compared the monopsony with the other market structure, and it
is proved that dead loss of economic efficiency generated by cocoon price
regulation and the inequity of profit distribution between farmers and firms.
The author finds that under the administration monopsony in the domestic
cocoon market, the situation of China silk firms experienced the changes of
their market status, from monopoly to oligopoly, then perfect competition,
and even reverse to monopsony in the national silk product market. Thus a

corresponding conclusion can be drawn that combined market evolvement is




the source of price regulation maintained by silk firms and government
together. »

2. Generally speaking, cocoon price of China is a kind of governmental
control, and more accurately, a price ceiling. Through mode;l of “Racing to
the bottom cocoon war”, regional segmentation “cocoon war”, real price
fluctuations and region migration of cocoon production under regulation, it
is proved that price regulation on cocoon results in the fluctuation of the
price and decline and prosperity of the industry in turn.

3. The regulation of cocoon price and market admittance had
maintained regulatory barriers to entry and at the same time weakened
marketing barriers to entry. The silk firms benefited from the regulatory
barriers and have no motivations to set up the marketing regulations, which
led to limit the size of the firms, so they cannot realize the scale economy.
And at the same time, they have the same export structure—most of those
exports are the primary materials without famous brands, and the added
value is very low.

4. The market structure of cocoon in Japan and India is bilateral
monopoly and perfect competition respectively. Based on the international
comparison of price decision, economic efficiency, governmental
intervention and the results, we can conclude that we should abolish the
cocoon price regulation, break the monopsony and let the market determine
the price. Since the opening extent of sericulture and silk industry is too
high, we should pay more attention to avoiding the strict protection on
cocoon price and segmentation between the domestic and international
market. It is better for government to adjust the production rather than
intervene it directly to keep cocoon price steady through stabilizing silk
price.

5.The cocoon price regulation in Transitional period of China is not
only a simple problem. Almost all the problems in sericulture and silk
industry can be ascribed to the price regulation in silkworm cocoons, such as
the lag of the relevant reform system, migration of cocoon product location,

dumping in export section, lack of scale economy, etc.
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