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ABSTRACT

———— e

In recent years, more and more researchers and governments pay at-
tentions to China’s market reform, so there are raising such questions as:
What are the market conditions after about 20 years reform in China?
How is the connection among local food markets? Is the government's
function to economy by market mechanism effective or not? This paper
will do research about China’s main food market integration.

Since wheat, com and hog are respectively China’s main grain crop,
feed crop and husbandry product, this research apply cointegration and
IMC methods to test market integration and measure the integration degree
of the selected products. The data used in cointegration and IMC methods
are product prices. The price system of agnicultural products in China are
composed of government procurement price, support price ( negotiated
price) , market purchase price, wholesale price and consumption price.
Those used in local market integration analysis are monthly market pur-
chase prices, domestic wholesale prices are used in integration analysis of
domestic and world markets.

The first part of this book is the briel introduction about research
background. To understand China’s market and price reform, this book
in chapter 1 describes the evolution of China’s agricultural product mar-
kets and prices. Chapter 2 analyzes the price differences of three sample
products across regions from 1987 to 1998. The chapter 3 and 4 introduce
the market integration theory and methods, including definition and clas-
sification of market integration and influences of integrated markets on
economy. Based on the above several parts, Chapter 5 and 6 examine
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and measure the market integration in detail. The last chapter is the con-
clusion and proposals to improve China’s market integration.

The results of integration of domestic local markets mainly include:
(1) Corn price differences across regions ( provinces) are the biggest
among three sample products; (I ) In the long run, com, wheat and
hog markets are integrated, but the short run integration doesn’t exist
generally; ([ ) The Granger-Causality analysis provide some basic
judgements about price fluctuation: wheat price fluctuation originates ma-
inly from Shar dong, Ning xia, Tian jin and Zhejiang provinces, then
spreads to other provinces and finally ends in Henan province which is
the biggest wheat production area; Corn price fluctuation originates from
Beijing and Gan su province, ends in the biggest com preduction prov-
ince Ji lin; Hog price fluctuation originates from Tian jin, Shanghai and
Shan dong and ends in Si chuan province.

The results of integration of domestic and world markets mainly in-
clude: (T ) All six pairs of markets are integrated in long run, but
short — run integration is not displayed at all. This shows that China’s
markel and trade reform has made great progress. But the results of short-
run integration show that domestic and world prices can not response “im-
mediately” to each other and they can not interact efficiently, It also
means that China should enhance its trade and market reform. (1) The
results of Granger-causality test show that domestic com prices on whole-
sale markets cause world prices, wheat wholesale prices on Zheng Zhou
Grain Wholesale Market in central China lead world prices, but world
wheat prices cause wheat prices on Hunan Grain Wholesale Market in
south China. As for rice, soybean peanut oil and hogs, their domestic
prices are all Granger caused by world prices. The connection degrees of
domestic and world com markets are the largest, the degrees of hogs and
peanut oil market connection are small. It can be concluded that after
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China’s entering WTO its rice and soybean markets could be influenced
greatly by world market. ([l ) Putting tariffs import quota and domestic
and export subsidies into consideration, after China entering WTO, world
markets wouldn't shock Chinese food markets greatly. Generally speak-
ing, the openness degree of China’s food markets will increase, but by
our opinions in short term (before 2006), there still would not exist
short-run integration between domestic and world food markets. But with
the progress of Chinese market and trade reforms and the reduction of
constrainis to markel integration, by year 2010, on some food commodity
markets these will exit shorl-run inlegration, that’s to say, domestic and
world markets can interact effectively and efficiently.

Finally, some proposals are provided to improve Chinese market and
trade reform, including market infrastructure construction, price informa-
tion system construction and reducing government’s intervention to market
etc.

This book is primarily targeted at an audience that includes the re-
search and teaching communities, policy makers and agri-business lead-

ers.
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