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There Seems to be No Way Through
the Curling Mountains, and Suddenly
Thousands of Sails Appear Vaguely

( Preface)
Li Jingmou

When the bell rang out the Old Year and rang in the New Year among
people’s applause, I looked back into 2012, and found it hard to describe it as
exciting after wracking my brains. If you want to search for the unforgettable sto-
ries, the first must be the one about the Doomsday.

In terms of the world economy, the continuation of the European Debt Cri-
sis, the little progress in the US economy recovery, the slowdown in the BRIC
countries, the escalation of wars in the Middle East, etc. , made many politi-
cal leaders around the world suffer a lot in the past year. The New Year is worth
looking forward to of course, but it seems very hard to get the “bear” back into
its hole.

As for China’s economy, some people describe 2012 as full of mixed feel-
ings: the successful space flight of Shenzhou IX, the deep — sea exploration of
the Jiaolong, and the trial voyage of the aircraft carrier made the Chinese people
very excited, while the slowdown of economic growth, the increase of pressure
on prices, the seriousness of food safety problems, as well as the defending of
territorial sovereignty were more worrisome.

But many international reports still expect a lot out of China, hoping that it

will again become “the new engine in world economy”. They think that China
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was still the bright spot of the world economy in 2012. Although China’s eco-
nomic growth slowed down, “but compared with the struggling US economy, it
still grew rapidly”.

If we say that in 2012 the bright spot of the world economy was China, I
think the bright spot of China’s economy was its agriculture. At the current time
when the world grain crisis is nearly normalized, the increasing for 9 consecu-
tive years of China’s grain production is no doubt a miracle, contributing greatly
to the sustainable development of food security in both China and the world.

China has had bumper harvests for many years for reasons of favorable cli-
matic and geographical conditions and more because of good governance and
harmonious people. The reform and opening — up policy for more than 30 years
has in general led China into the important development phase of promoting agri-
culture with industry and promoting rural areas with cities. But along with the
further advancement of industrialization and urbanization, the social and eco-
nomic structure in China’s rural area has been transforming at a more rapid
speed. Fragmentization of plots, decentralization of production, disorder of cir-
culation, hollowing of villages and aging of population are unable to deal with
the time of high investment, costs and risks of agriculture, which is sure to
bring new hidden dangers to China’s food security. Therefore, it is imperative to
innovate China’s agricultural production and operation system.

The report at the 18th Party Congress points out, “We shall insist on fol-
lowing the road of new types of industrialization, informatization, urbanization
and agricultural modernization with China’s characteristics”, and “ We shall
cultivate new types of operational main bodies, develop a variety of scale opera-
tions, and create a new type of agricultural operation system combining intensi-
fication, specialization, organization and socialization. ” That is completely in
line with the State Council’s spirit on deepening the reforms of circulation sys-
tems, creating a circulation chain that will integrate production and marketing of
agricultural commodities, and supporting leading enterprises in agricultural in-
dustrialization, and that is another organizational and institutional innovation

and the inevitable course to achieve agricultural modernization.
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It takes quite a long historical process to realize the goals of “industrializa-
tion, informatization, urbanization and agricultural modernization”. In terms of
agricultural modernization, along with further development of the construction of
the new countryside, people in many regions are taking firm steps to reform the
rural systems. Many new types of main bodies in production and operation are
rising up, including several new types of farmers’ cooperatives, which can quite
well settle the contradiction between scattered small — scale production and mod-
ern huge markets, and are gradually becoming the main force to push forward
the development of rural economy. In particular, the new type of economic or-
ganizations of joint stock partnership has become an important alternative to
solve the “bottle necks” of capitals, talents and technologies in the rural area.
It is understandable that some people have doubts about “capital investment in
the countryside”, but the brilliant views of “capital depriving farmers” and
“non - agriculturalization of agricultural organizations” are really puzzling. They
are exactly the same as the brilliant statements about “exploration by foreign
capitals” and “China’s deterioration” at the beginning of the reform and
opening — up and the extreme fear that “the wolf is coming” before China’s ac-
cession into the WTO. In reality, it is not necessarily a bad thing that social
capital pays attention to “agriculture, countryside and farmers” and supports
grain production. The state government is completely able to draw on advantages
and avoid disadvantages through its policies and regulations and should never re-
frain from doing something necessary for fear of a slight risk.

What effects will the innovation of the agricultural production and operation
system and the reform of the countrywide circulation system have? Are they op-
portunities or challenges?

On the one hand, the construction of modern grain market system will meet
an important period of opportunities. As the two wings of the grain market sys-
tem, the spot wholesale market and the futures market were born with some in-
herent defects. That is, it is very difficult for farmers with scattered production
and low - level organization to become the main bodies in marketing, which has

brought adverse effects on both the forming of grain prices and the functioning of
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the market. But the continuous enhancement of grain production scale and or-
ganization and the forming of new types of main bodies in production and opera-
tion will surely inject fresh vigor into the spot and the futures markets, and
make the construction of grain market system to step onto the track of healthy
development. At the same time, the establishment of the new type of agricultur-
al production and operation systems will also surely cultivate a modern circula-
tion mode and lead to a new state of the circulation industry.

On the other hand, the traditional grain circulation industry will meet more
severe challenges. Great reforms of the agricultural production and operation
system will present new and higher demands to the grain circulation industry. At
his inspection trip in the State Grain Administration at the beginning of this
year, Premier Li Kegiang clearly pointed out that it is a new subject facing our
grain circulation industry to “create conditions and supply markets for agricultur-
al modernization” , “to store grain widely, store good grain, and store grain
well”, and to stick to and take good care of the biggest grain stock in the
world. 7 Thus, it requires lots of deep thinking to better serve the reforms of the
agricultural production and operation system and the agricultural modernization.
But as the main bodies in agricultural production and operation are becoming
more and more diversified, the continuous extension of the circulation chain in-
tegrating agricultural commodity production and marketing, and the introduction
of the mode of production and operation “from field to table” , are causing great
changes to the grain purchase and sale channels. The responsibility for commod-
ity circulation undertaken by the government grain departments in the past is be-
ing gradually reduced. The commercial grain in the traditional circulation chan-
nels will become less and less, the grain market’s function of resource allocation
might be weakened, and the competition in grain markets will be more and seri-
ous, which will present great challenges to the survival and development of the
traditional grain circulation industry without any doubts. Maybe someone will say
that this kind of changes will not be so imminent and we should not meet trouble
halfway. In my view, “a man without distant care must have near sorrow”

9

and it is better to plan ahead than not to make timely preparations.
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To our great pleasure, along with the deepening of reform and opening —
up, the construction of the modern grain market system has stepped into a new
development stage. The reform, innovation and opening — up of the futures mar-
ket have accelerated, the marketing system is becoming better and better, the
types of dealings are becoming more and more, the dealing structure is becom-
ing more reasonable, and the demutualization reform of exchanges are pushing
forward steadily, so as to better serve the needs of the real economy, and to
better adapt to the development of the socialist market economy. And the grain
spot market is also making general reforms, continuously perfecting its dealing
systems, widening its operation channels, enhancing its service quality, and
perfecting its market functions. Some grain enterprises have developed from sim-
ple grain and oil food operation into grain and oil food groups with a whole in-
dustry chain among the top 500 enterprises in the world. More and more grain
enterprises have given up the traditional operation modes and taken the new road
of diversified development or production and marketing — integrated develop-
ment. But in general, the development of grain enterprises in China is very un-
balanced. Therefore, it is necessary to integrate the current resources from the
perspective of an industry chain, make full use of the traditional advantage of
the grain industry’s linking the city with the countryside and serving production
and sale, and break down the boundaries among industries, departments, re-
gions and ownerships, so as to extend and link the circulation chain to the areas
of grain production and consumption through various ways. We must cultivate
modern circulation modes, create new types of grain groups and encourage
transformations and upgrades of the grain industry. That is an important direc-
tion for the development of modern grain enterprises.

However, the grain purchasing market has not stepped away from the old
road of pricing by the government. The systematic disadvantages of the state —
owned grain enterprises still exist, the state policies supporting agriculture
sometimes are not effectively implemented, and grain farmers have no chance to
learn how to “swim” in the big current of market economy. If the grain pricing

system is not timely straightened out, it will be too difficult to reverse the above
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situation as the main bodies in agricultural operation become more and more di-
versified. It is imperative to set up a new system of “the state supports the
price, the market forms the price, and the government regulates the price” un-
der the condition of market economy. It seems that we have to go over the matter

of discussion before, thatis, the “target price” for which the state supports the

price if the established government — set price is changed into the target
price, it would have a completely different meaning, though it concerns just the
difference of only one word.

It is the dream of many generations of the Chinese people and the essential
guarantee for the sustainable development of China’s food security to realize agri-
cultural modernization. The present grain supply and demand in China is in the
state of “overall supply in basic balance and structural shortage” , but if we an-
alyze it according to the ancient philosophy that “everything has two sides” , the
situation of the food security in China is still very worrisome. According to the a-
nalysis of related experts, one of the reasons is that while the grain quantity has
been increasing yearly, the grain quality has been decreasing, and especially
the degeneration of the quality of strong gluten wheat has forced the futures mar-
ket to revise the standards of contracts. And the increase of fertilizer and farm
chemical usage in pace with that of grain production reflects the decrease of con-
tribution to production by science and technology, which might be the disastrous
effect caused by increasing grain production mainly through more usage of fertil-
izer and farm chemical. If we say that quantity is paid more attention than quali-
ty in China, then “high quality and high quantity” is just a beautiful dream.
The second reason is that China has achieved increase of grain production for 9
consecutive years, but its grain import has also grown in the meanwhile. What
is worth much of our attention is that since 2009 China has become a net corn
and cereal importer from a traditional corn exporter. Under the condition that its
grain production has been increasing for so many years, the fact that China still
need to import so much grain to keep the balance between supply and demand
clearly shows that the situation of its food security is still very weak, and that

we need to “think about poor harvests while enjoying bumper ones, and to pre-
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pare for dangers while in peace”. And it is just the purpose of reforming the ag-
ricultural operation system to push forward the “Food Security Project” and to
ensure China’s food security and effective food supply.

“There seems to be no way through the curling mountains, and suddenly
thousands of sails appear vaguely. ” Since the end of the 18" Party Congress,
General Secretary Xi Jinping has released for several time the signal to deepen
reforms in order to re — concentrate people’s efforts. “We must insist on the di-
rection of the socialist market economy reform. There is only the continuous
tense rather than the perfect one for the reforms. Without the reforms and open-
ing —up, there would have been no today for China, and there would be no to-
morrow for China. Any contradictions in the reforms and opening — up can only
be solved through ways of reforms and opening — up.” That hard — hitting
“Voice of China” has swept away all the hesitance, hover and even backsets in
the reforms and opening — up, and is the most powerful “positive energy” to
“adjust structures, change modes and stabilize growth” for China’s economy.
We have reasons to believe that in the near future we will meet the new era to
realize the Chinese dream.

One foreign scholar who made a mistake in forecasts in last year seemed on
pins and needles while focusing on China’s economy again this year: “Another
round of forecasts full of confidence might again give way to more severe real-
ity. ” I wish that would not be the case. There was a piece of news from Popular
Science in the US, “According to one of the latest researches, the human has
the ability to foretell things:---+- It might have to do with the quantum behavior. ”
In fact, the human has the instinct of foretelling things so as to survive, and it
is a gene inheritance through the survival of the fittest during the evolution
process. The key point is whether the human can foretell things precisely. If sci-
entists could come out with the “precise foretelling gene” , it would be of grea-
ter importance! The Doomsday would not make so great a clamor, and the No-
bel Prize would wave again and again to you. In effect, everything changes con-
stantly and it is quite hard to foretell precisely. Even for the same the issue,

people with different views, positions and perspectives have different opinions



