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Abstract

Agricultural subsidy is one of strategic means commonly adopted
in the world to protect agriculture and to raise farmer’s income. It is
also the basic strategy for many countries to develop economy. Chi-
nese agriculture is weak and particularly needs protection. Under
planning economic system, indirect subsidy is the main subsidy form
and necessary subsidy is provided only for the existence of agriculture
for the fund accumulation for industrialization. It is totally for the
demand of industrialization development. It is no good for the sus-
tainable development of agriculture and for the increase of farmers’
income , neither is it good for realization of industrialization. The ef-
ficiency of the subsidy is very low and it also contradicts with WTO
rules. Therefore, it is necessary to change traditional subsidy form
completely. The Agricultural Conference held by CPC Central Com-
mittee in January 2003 pointed out that; “We must explore all the ef-
fective methods for the subsidy to agriculture and farmers and we will
enforce the support of the state to agriculture, particularly to grain
production. ” This is one of key working points for present rural
works. It is pointed out in No. 1 Document of CPC Central Commit-
tee in 2004 that “We must set up direct subsidy system for the pro-
tection of farmers’ benefits. The state will take one third of the grain
W

L

1 B



e W BOAM R 55 A SR
B AR ML AU 7 R AR I 18 %

risk fund for the direct subsidy to farmers in main grain production
area. ” This marks the beginning of the reform of the agricultural sub-
sidy in China. We should be active to explore agricultural subsidy
forms which fit statues of China and WTO rules. This is one of im-
portant topics at present and is of great significance.

Through analysis to various agricultural subsidy forms and their
economic efficiency, this paper made a deep study to the realistic
necessity and possibility for the transformation of agricultural subsidy
forms. This paper also reviewed the experience of foreign agricultur-
al subsidy and the reform history. The paper revealed internal theo-
retic rules for the reform of agricultural subsidy forms and explored
practical ways to deepen agricultural subsidy reform in China. The
target of the study is to explore realistic agricultural statues and the
internal cause for the change of present agricultural subsidy forms.
With combination of relevant practice in foreign countries, the paper
raised some viewpoints for the agricultural subsidy policy system that .
fits real statues of China. It is hoped to be helpful to relevant stud-
ies.

From 1980 to 1990, the theoretic study on financial subsidy be-
came focus in theoretical field along with the great expanse of finan-
cial expenses caused by the deepening of economic system reform in
China. Along with China’s entry into WTO and the increased atten-
tion to rural, agricultural and farmer problems, the study for the ag-
ricultural subsidy policy became the key problem in academic world.
The topics of the agricultural subsidy forms from 2003 and the tend-
ency of agricultural products and the possibility to subsidize agricul-
ture with industry have been mentioned for many times in present

theoretical studies. All of these studies, which revealed problems in
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the existing agricultural policies from different viewpoints, are excel-
lent. However, they didn’t give further explanation to theories and
causes for the reform of agricultural subsidy, the possibility for the
change of subsidy forms and what kind of a subsidy system should be
set up. The new system should contain reform target, target system
for subsidy, the ways or strategies used to realize the target, select-
able policy tools, characters of different tools, policies in detail,
system to get the target by the application of policies and the supervi-
sion to the effectiveness of the policies as well as the adjustment of
the policies. This paper studied the target for the subsidy form re-
form, the target system of the subsidy and tried to raise some poli-
cies and measures for discussion.

The combination of empirical study and standard study is adopt-
ed in the paper. Standard study method is used in comparative anal-
ysis to the economic efficiency of the agricultural subsidy forms. We
studied the economic result of some agricultural subsidy forms and in-
troduced general theory on agricultural subsidy. Literature descrip-
tion method is used on the reform of agricultural subsidy forms and
relevant WTO rules. We also outlined the existing studies of other
scholars and introduced the reform of the agricultural subsidy policy
system in China and the impact of relevant WTO rules. This is a
process of conclusion. Furthermore, this paper had an overall anal-
ysis to present agricultural subsidy forms in China on the existing
studies and introduced with literature description on this aspect.
This paper also made a comparative study to foreign agricultural sub-
sidy forms and introduced advanced experiences of agricultural subsi-
dy policies of foreign countries. The adjustment and establishment of
the agricultural subsidy system belong to standard study. The target
Wl
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is to set up a reasonable agricultural subsidy system in China. It is
also the emphases of this study. In this section, the author made ef-
forts to combine viewpoints and general aspects, micro and macro a-
nalysis. The paper not only contents the exploration of special agri-
cultural departments or products but also contents the study to total
volume of the agricultural subsidy as well as the analysis to agricul-
_tural subsidy policy target and the framework. Meanwhile, the pa-
per made a mutual balance between quantitative and qualitative anal-
ysis. On the base of detailed data analysis, the paper studied the
existing statues of agricultural subsidy system and raised reasonable
policy suggestions. The author made efforts for the policy suggestions
to be to useful so as to get good effectiveness in practice to stabilize
grain production and to promote grain circulation and increase
farmers’ income.

Key topics studied in the paper:

1. Comparative analysis to key forms of agricultural subsidy and
their economic effects;

2. The internal causes for the reform of agricultural subsidy
forms ;

3. The realistic possibility for the transfer of agricultural subsi-
dy forms;

4. Domestic and overseas experience on the transformation of
agricultural subsidy forms;

5. Policy suggestions for the transformation of agricultural sub-
sidy forms;

At the beginning, the economic effects of agricultural subsidy
forms are analyzed and basic theory on agricultural subsidy is intro-
duced. The paper analyzed special advantages of the direct income
L ]
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subsidy among all the other subsidy forms and revealed the internal
causes for the transformation from indirect price subsidy to direct in-
come subsidy. Then, the paper studied the necessity for the trans-
formation of agricultural subsidy and the significance to ensure agri-
cultural products supply and increase farmers’ income caused by this
transformation. The paper also studied the possibility for the trans-
formation of the agricultural subsidy and explored the policy sugges-
tions in setting up a complete agricultural subsidy system with foreign
experiences and the conclusion of the reform in the history.

The paper contents 9 sections: Section 1 is the introduction.
Section 2 is the basic theory on agricultural subsidy. Sections 3 to 5
discuss the significance and necessity of the transformation of agricul-
tural subsidy forms. Section 6 involves the possibility for the form
transformation of agricultural subsidy. Section 7 is the experience of
foreign countries. Section 8 is the conclusion of the reform of agri-
cultural subsidy forms in China. Section 9 is the policy suggestions

based on the study.



