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Upright Stands the Bamboo Amid

Green Mountains Steep
( Preface)

Li Jingmou

“The new replaces the old, and it will never change as time goes on.”
The long river of time runs in surge endlessly, and the hope of dream inspires
people to go forward fearlessly.

The past year of 2016 is both unforgettable and extraordinary. Some
humorous online sayings are really worth consideration; the US president is
not her; ‘the result of the British referendum is exit; she is determined to
devote all her life to her country, but is exposed by one of her best friends;
many countries in Europe and America are in political unrest with uncertainties
increasing ; terrorism spreads rapidly, threatening international security; the
world economy is in sluggish recovery with trade protectionism rising.
“Everything is unpredictable just like this,” and it is really depressing.

However, in such a disorder, “ the scenery here is exceptionally
beautiful” ; the Hangzhou Summit, contributed China’s wisdom; the “One Belt
and One Road” initiative is put into practice rapidly; scientific achievements
are coming up one after another; the reforms are deepening and the economy
is stabilizing on its bottom. . .. .. The heat released by China has helped melt
the hard ice in world politics and economy. Just as what Schwab, the founder
and the Executive Chairman of Davos Forum said at the 47" Annual World
Economic Forum, “China has been playing the role of ‘locomotive’ in the
world economy. ”

The outstanding performance of China’s economy witnessed the abundant

achievements of the supply-side structural reforms. Since last year, the central
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committee of the CCP has insisted on the basic general tone of seeking
improvements through stability, aimed at the target of supply-side structural
reforms, clarified the key tasks of “Three Removals, One Decrease and One
Subsidy ", and pointed out directly the lingering problems with China’s
economic development in the past several years.

“Sudden winds wrinkle spring water in the pool. ” Obviously, the supply-
side structural reform has played a major role in deepening China’s economic
reforms. According to Reuters, the reform will “ make more room for
development of market power in China. "

From an esoteric word in economics, “supply-side” has quickly become
a key strategy in tackling problems with China’s reforms and one of the top 10
most popular words. It fully shows that the supply-side structural reform is of
“great vision and long-term importance” , which are worth appreciation from
all of us.

As a profound reform in the area of * agriculture, farmers and rural
area” , the agricultural supply-side reform caught a lot of attention and got well
under way in the past year. Yet, some deep-level structural contradictions are
still not relieved, and the constant accumulation of “high inventory, high
import and high cost” poses an austere challenge to China’s food security——
with high inventory causing lower grain prices, grain is playing a smaller role
in increasing farmers’ income; due to inverted disparity between domestic and
foreign grain prices, China’s grain is less competitive in international markets ;
because of high cost and high capacity, development of China’s grain industry
is less sustainable; periodic surplus and structural imbalance are resulting in
weak ability in matching grain supply and demand. The fundamental way to
deal with those challenges is to deepen grain supply-side structural reform and
to improve competitiveness and sustainability of China’s grain industry.

The grain supply-side reform is a big game. For overall planning, we
should start by restructuring grain plantings to better satisfy the while society’s
need for grains and oils on one hand. And on the other hand, we should also
change the current grain operation modes to inject new energy into
development of China’s grain industry,

The grain supply-side reform is a systematic project. We should correct
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the imbalance in grain supply and demand to improve our ability to match
supply and demand. And we should also change from grain supply mainly
meeting quantity demand by over-relying on resource consumption to grain
supply meeting quality demand to a larger extent by seeking green and
ecological sustainability through systematic, overall and fundamental reforms.

Compared to the previous grain structure readjustments, this grain supply-
side structural reform is an comprehensive reform that covers more areas and
touches deeper levels and that provides both a temporary solution and a
permanent cure. It is also an unprecedented strategic transformation of China’s
grain circulation pattern. Therefore, it is very necessary to adopt and
summarize various opinions, and to comprehensively acknowledge the grain
supply-side structural reform.

To make the grain supply-side structure reform successful, we should
make the “first step” of reforming the current pricing mechanisms and the
purchasing and storing systems. “ There would be no new establishment
without breaking down the old one.” If the current pricing mechanisms and
purchasing and storing systems are not reformed and harvested grains are all
purchased by the government, farmers would not be able to stop relying on the
government’ s policies, to be motivated to optimize their planting structures,
and to end overproduction. The key to activate the market is to really enable
the pricing mechanism to guide agricultural resources to be reasonably
allocated. This is a fundamental issue. During the previous grain planting
structure readjustments, farmers were required to optimize production
according to market demand, and some tough problems such as over-heavy
financial burdens, farmers’ diffi\culty to sell grain and * promissory notes”
were solved to some extent. However, those structure readjustments all ended
up in a circle as there was no substantial change to the pricing mechanisms,
and there was hesitation with the reform of grain purchasing and selling
marketization.

Reforming pricing mechanisms involves comprehensive planning and
systematic designing. We should firmly promote reform of the corn purchasing
and storing system, perfect the producer subsidy system, and encourage

diversified market main bodies to purchase in the market so as to avoid
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farmers’ difficulty in selling corn, in accordance with the principle of market
pricing and separation of price and subsidy. We should stick to and perfect the
policy on minimum purchasing prices for rice and wheat, reasonably adjust
minimum purchasing prices, change the rigid expectation for prices to rise only
rather than fall, form a reasonable price relationship, and reduce over-
intervention in market supply to the largest extent. When soybean and corn
prices are integrated with the market, the northeastern region will more
probably tend to change from “dry farming to wet farming”. It is out of
consideration for strategic importance of various crops that we set different
policies for different crops, but we should avoid solving one problem only to
find another cropping up. The rice processing chain is short, and if we don’t
rectify deviations, inventory removal would face greater pressure.

Reforming pricing mechanisms should fully embody the core concept of
top price for top quality. We should quickly set up classifying standards for
quality rice, four, oils, etc. , establish a comprehensive assessment system,
periodically issue information on grain and oil quality to the society, guide
farmers to follow changes in consumer needs, optimize “rice bags”, meet
“appeals for quality food”, and plump up farmers’ “purse” to increase
income through markets. We should guide potential grain enterprises to
establish quality grain production bases by means of contract purchase,
partnership through shares, etc., develop quality grain and oil operation
modes in the whole industry chain from the field to the table, and increase
supply of safe, quality, green and healthy middle and high-end grain and oil.

Reforming pricing mechanisms should also enable farmers to gain enough
benefits for planting special grain and oil crops. We should work out more
flexible, active and convenient policies for structure readjustment, explore
establishing subsidy linkage mechanisms for different crop plantings and
different agricultural operation main bodies, and effectively guide farmers to
reasonably restructure their plantings. For example, in the northeastern region,
if subsidies for restructuring plantings are less than those for corn production,
it would surely result in adverse encouragement, and weaken farmers’
initiative to plant soybean and other coarse grains. If we standardize subsidies

for dry grain farmers, it might balance comparative benefits for different crops
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and reduce adverse choices.

To make the grain supply-side structure reform successful, we should
perform well the “key play” of inventory removal. Inventory removal is
both the most prominent contradiction in the current grain circulation area and
a tough task in deepening reforms of grain circulation systems. We should
scientifically deal with the relationship between grain stock and increment,
carry out the task of “storing grain in land and in technology™, and really
relieve the pressure on grain stock from the supply side. We should seize the
opportunity of ecosystem construction to control environmental pollution and
reduce smog, make an overall plan for food security, food safety and energy
security, make use of moldy corn, toxic wheat, *cadmium rice”, etc., in
“problem grain” concentrated area to expand ethanol production and usage
stably and properly. We should also optimize the arrangement of pig raising
zones in the southern water network region, guide capacity to transfer to main
corn production areas or areas with larger environmental space, make pilot
tests of raising pigs while planting crops in 4 provinces in the northeastern
region, and promote the transforming and upgrading of pig raising industry.

We should deeply explore new ways to digest grain ( especially corn
stock) and to expand effective consumption, properly lower bottom prices for
bid trades, and adopt preferential policies in terms of finance, tax and credit to
further support corn processing and transforming in main corn production
areas, and to support development of new bio-based material industry. We
should make bigger efforts for restoration and fallow of farmland in areas with
severe ecological regression, provide necessary grain subsidy to farmers for
restoration and fallow of farmland, and offer grain and oil relief to poor
people.

We should keep grain imports in good order, perfect the laws and
regulations on anti-subsidy, anti-dumping and guarantee measures in
agricultural trade, and make investigation into trade reliefs with imported
agricultural products accordingly. We should strictly control import of
substitutes like corn, sorghum and barley, as well as import of transferred
products like meat, poultry and dairy products. We should polish up the

“sward at border gate”, and crack down grain smuggling. We should also



