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Preface

The book is a product of the International Conference on “Globalization
and Chinese Agriculture”, which was held, in celebration with the 100" birth-
day of China Agricultural University during September 17 ~18, 2005 in Bei-
jing, PR China.

On behalf of the College I would like to extend my heartfelt gratitude to
three keynote speakers: Professor Daniel Sumner, Professor Bingsheng Ke and
Professor Weiming Tian, and to all scholars and experts from United States,
United Kingdom, Mexico, Australia, Japan, Korea, India, Taiwan, Hong
Kong and Mainland China. Many thanks should also be given to Center for Ru-
ral Development Policy for its great assistance.

Globalization has been rapidly progressing in various aspects of industrial
activities of the world. Agriculture is one of the main targets of globalization.
Globalization of agriculture is a condition under which agriculture is to be influ-
enced not only in the individual countries but also in the international frame-
work. While we are eager to develop and stabilize sustainable agriculture, we
can not escape from those impacts induced and spread by the globalization. We,
therefore, must firstly recognize the nature and extent of pressures of impacts, .
and secondly prepare countermeasures to adapt to or to cope with these pres-
sures in order to protect and further develop our agriculture.

It is well understood that agriculture is a major sector of industrial activi-
ties in many developing countries, especially in China. Consequently, agricul-
ture plays an important role in the national economy, rural development and en-
vironmental conservation in developing countries including China. Therefore,
we select “Globalization and Chinese Agriculture” as the theme of this confer-
ence, and further arrange 5 specific presentation sessions respectively focusing
on “Agricultural Market and Trade”, “Agricultural and Rural Development”,
“Agricultural Production Factors”, “Agricultural Science and Technology Poli-
cy”, and “Development of Agricultural Economics”. Besides, The Third Sino-

Korean Symposium on Agricultural Products Trade and Agricultural Develop-
I
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ment was also of inclusion in this conference.

This Conference was organized primarily to provide an opportunity for the
participants to exchange information on those impacts induced by recent waves
of globalization on agriculture, and then to discuss sfrategies to cope with the
impacts. Now, I am very pleased that all qualified papers submitted to the con-
ference have been edited and ready for publication. I would like to ask all of the
readers to bring all the information in this proceedings to your organizations or
institutes and utilize them in your further activities in research, policy decision
and administrative services. If the readers of this Proceedings would find it use-

ful, it would be great pleasure.

Xiuging WANG

Professor, Executive Dean

College of Economics and Management
China Agricultural University
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China’s Agricultural Development
after WTO Accession

Weiming Tian”*

Abstract: China chooses to participating globalization through joining the WTO
in 2001. Since then, the Chinese government has taken a series of measures to
adapt to the new circumstance. The experiences in the past four years show that,
while the transition towards post-WTO accession system is relatively smooth,
the outcomes with respect to the pattern of changes in agricultural production and
trade seem to be deviated from predictions made before WTO accession. This pa-
per attempts to identify major factors that affect the development in the recent
years, based on which some long term issues in China’s agricultural and rural de-
velopment are then discussed.

Key words: WTO, agricultural development, agricultural trade

1. Introduction

China became a WTO member in the late 2001. Since then, the Chinese government
took a series of measures to implement the commitments included in the protocols of acces-
sion. While transition to the new circumstance did show its impacts, the agricultural sec-
tor performed better than previous predictions made before the WTO accession. According
to the official statistics (NSB 2004a and 2005), during the period of 2001 to 2004, agricul-
tural GDP and rural per capital incomes grew in real term at 3. 9% and 5. 3% annually,
higher than what achieved during 1990—2001. Besides, China was also able to maintain a
surplus in agricultural trade until 2004. In brief, the accession to WTO did not result in
any adverse consequence with significance.

Whether the smooth transition is a short-lived phenomenon or shows a sustainable
pattern of development has important policy implications not only to China, but also to
other countries. If it is rooted from real improvement of China’s competitiveness in agri-
cultural products, then China may not import farm products in large volumes in future.

Otherwise, China is likely to remain as a net-importer of agricultural products in long

*  Tian Weiming, Professor, College of Economics and Management, China Agricultural University. E-mail; tian-

wm(@ vip. sina. com.
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term. Given the fact that China is the largest agricultural producer and consumer in the
world, alteration of China’s agricultural trade position may generate tremendous impacts
on the world market. The Chinese government may have to reshape its strategy for nation-
al development as well. This paper attempts to identify underlying factors that determine
the pattern of agricultural development in the period after WTO accession and analyze
some key issues China faces in future.

The paper is organized as follows. After this introduction, development of China’s
agricultural sector and trade in the past four years is described. The third section analyzes
underlying factors for the performance of the agricultural sector. The fourth section dis-
cusses key policy issues in the long-term development of China’s agricultural sector. The

last section is a summary of the paper.

2. Performance after WTQO Accession

China made profound commitments in its protocols for WTQO accession ( WTO,
2001). With respect to agricultural trade, these commitments include reducing import tar-
iffs, eliminating all SPS and TBT barriers without sound scientific basis, ceasing export
subsidies, and capping domestic support within allowed de minims. A tariff-rate quota
system was installed for a range of sensitive commodities, which included provisions that
certain proportions of quotas must be allocated to non-state trading entities and that un-
used quotas by state-trading enterprises must be redistributed to other end users within
calendar year. China also accepted the condition that other members could use transitional
safeguard measures to protect their domestic industries from potential injury by surging of
import from China. As a consequence, while China committed to opening its agricultural
market substantially, many barriers remained for China to access certain foreign markets.

The potential impacts of China’s WTO accession were received wide attentions in the
late 1990 s when China was negotiating the conditions for accession. Many Chinese schol-
ars made efforts to assess China’s comparative advantages of major agricultural commodi-
ties (e. g. Li, 1998; Cheng and Peng, 1999). These studies reveal commonly that China
has no comparative advantages in most land-intensive commodities but is competitive in a
range of labor-intensive products. Consequently, China may import more bulk commodi-
ties (such as grains, oilseeds and cotton) while export more high-value products (such as
meats and fruits). However, viewing in long-term prospect, China’s comparative advan-
tage in agriculture will decline over time since the growth of non-agricultural sectors and
urbanization will lead to further diversion of resources away from agriculture. Such a gen-
eral expectation is widely supported by findings from studies using quantitative modeling
methods (e.g. Wang, 1997; College of Economics and Management, 1999; Martin,
1999; Cheng, 2000; Huang, 2000; USDA, 2000; Gilbert and Walh, 2000; Walmsley et

e 3 .
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al 2000; Sun, 2001). It was expected that a substantial restructuring of the agricultural
sector must be taken place after WTO accession. The perceived adverse effects include de-
clining in production of certain agricultural products (especially grains), weakening of na-
tional food security, deteriorating income-earning capacity of the rural people, and turning
of agricultural trade from surplus to large deficits. Such changes were believed to have un-
desirable socioeconomic consequences.

However, changes in agricultural trade after WTO accession were to some extent de-
viated from the initial expectations. According to official statistics (Ministry of Com-
merce, 2005), in 2002 and 2003, both agricultural import and export rose simultaneously
and strongly (see Table 1), and China was able to maintain trade surplus. The situation
changed in 2004, when the total values of import exceeded that of export. Deterioration of
agricultural trade balance was related to significant increase in import of soybean, vegeta-
ble oils and cotton, and decrease in export of cereals. According to Ministry of Agriculture
(2005), in 2004, export of cereals declined to 4. 80 million tons while import rose to 9. 75
million tons, a turning from net export of 19. 92 million tons in 2003 to net import of 4. 96
million tons. Import of vegetable oils rose to 6. 76 million tons, rising by 25% over last
year. Import of cotton even doubled the level in 2003. This situation looks like what is ex-
pected to happen after WTO accession as predicted by the previous studies.

Table 1 Changes in China’s agricultural trade in recent years (US$ Billion)

2001 2002 2003 2004 2005*
WTO definition
Export 11. 94 13.50 15. 97 16. 42 10. 87 (20. 1D
Import 9.98 10. 19 16.47 24. 82 11.96 (—8.3)
Balance 1. 96 3.31 —0.50 —8.40 —1.09
WTO + fisheries
Export 16. 07 18. 14 21.43 23. 39 12, 87 (22. 2)
Import 11. 83 12.44 18.93 28. 03 13.33(—6.9)
Balance 4.24 5.70 2.50 —4.64 —0. 46

Note: * Trade during January to June, figures in parentheses are growth rates over the same period of last year.

However, the fact that China’s agricultural trade turned into deficit in 2004 may not
be strong enough to witness a permanent turning of China’s position in agricultural trade.
The statistics in the first half of 2005 suggest that China’s agricultural trade position is
likely to restore a basic balance, given the strong increase in export and decline of import
(see Table 1). Improvement in trade balance in the first half of 2005 occurred not only in
those products for which China is thought to have comparative advantages, but also in
some bulk commodities whose imports rose most in the last year. For instance, export of

corn rose to 4. 92 million tons, or three times of that in the same period of 2004. Import of
o« 4 o
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rice, soybean oil and cotton declined by more than 40 percent over the same period of the
last year (Ministry of Commerce, 2005). It seems that China is unlikely to occur a large
net importing of cereals and cotton in 2005.

Figure 1 depicts changes in fill-rates of TRQs during 2002—2004. It is evident that
the TRQs were not fulfilled for all listed commodities except for cotton in 2003 and 2004.
Fill-rates were particularly low for cereals, averaging 31% for wheat, 0% for corn and 9%
for rice during the period of 2002—2004. In contrast, fill-rates for palm oils, sugar and
wool remained relatively high. The sharp increase of cotton import is partially due to an
expectation that the ending of MFA in 2005 will offer China a promising opportunity for
expanding export of textile products. While cotton import in 2005 may exceed the quota
again, considering that some importing countries attempt to set new trade barriers for the

Chinese textile products, the amount is surely much lower than that in 2004.

2004
2003
2002 %
0 20 40 60 80 100 120 140 160 180 200 220

Figure 1 Fill-rates of TRQs during 2002—2004
Source: Ministry of Commerce, 2005.

Given the fact that China’s agricultural trade did not deviate much from the previous
pattern of change, the impacts of WTO accession on agricultural production and rural eco-
nomic development seems to be trivial. While China’s grain production remained at a level
lower than the record harvests in 1998—1999, outputs of other commodities trended up
with significance. The farmers were able to raise their incomes from both household agri-
cultural production and off-farm employment (NSB, 2004a). It seems that so far the tran-

sition looks like very smooth.

3. Major Determinants

Many factors have their effects on the development of agricultural production and
¢« 5



