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Opportunity in Spring

Preface
Li Jingmou

Soon after we bid farewell to the unforgettable year of 2008 with mingled
sensations, we were faced with the “coldest” spring of the 21" century, which
was caused by the breakout and spreading of the world financial crisis. In front
of the “silent tsunami” not likely to happen in a century, China is quite fortu-
nate. But it is not so optimistic with the world, which is still deeply frozen.
Faced with the world food crisis, crude oil crisis and financial crisis that came
up in succession, people have been trying to explain them from different angles,
but have not yet achieved a consensus. What kind of relationship exists among
the three crises? How will the world food crisis affect China? How should we re-

spond to it?
Heighten Cognition, Face up to Challenges

The reasons for the breakout of the world food crisis, crude oil crisis and fi-
nancial crisis are various, but in essence they are the necessary results of the cy-
clical development of the market economy system and the political game playing.
It will not only impose far — reaching effects on the financial systems and eco-
nomic development modes in the world, but also inflict great impact to people’s
values. Therefore, it is very important for us to heighten our understanding of
the crises that caused and stacked each other so as to be able to deal with them
leisurely.

There is a necessary relationship among the food crisis, crude oil crisis and

financial crisis. Food crisis was the omen of the financial crisis. The world
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grain prices rose sharply, and the prices of cereal futures hit record highs con-
secutively and unreasonably, resulting in some developing countries being una-
ble to afford to buy grains and even getting into riots, and the Food and Agricul-
ture Organization of the United Nations giving out the alarm of “ World Food Cri-
sis”. While the food crisis was not yet over, the crude oil crisis came up. It was
only when the sub — prime mortgage crisis broke out in the United States did the
“myth” that the crude oil price was going to reach 200 dollars per gallon
stopped spreading suddenly. Thus, the world financial crisis came into being in
the “madness” of the food and crude oil prices.

From the angle of the relationship between the food crisis and the crude oil
crisis, the new round of increases of international crude oil price greatly raised
the cost of agricultural production, and became one of the main factors causing
the increase of grain prices; at the same time, the rapid development of bio -
fuels aggravated the unbalance between grain supply and demand, and became
the most direct cause for the increase of grain prices.

From the angle of the relationship between the food crisis and the financial
crisis, the US dollar played the main role of the financial crisis, and the depre-
ciation of the US dollar was the main cause for the continuous increases of
grains, crude oil and other staple commodities prices. After the US Network
Bubble burst, the US Federal Reserve consecutively cut saving benefit rates in
the US, which prompted the “prosperity” of its real estate markets, resulting in
the “perfect” low — inflation and high — employment growth of its economy. The
various financial innovations in the Wall Street made the asset bubble bigger and
bigger, paving the way for the financial crisis. The expansionary monetary policy
implemented by the US stimulated its economic growth, but caused the global
inflation as well. Along with the depreciation of the US dollar and the flooding of
fluidity, large amounts of capital went into grain and other staple commodity
markets, causing continuous rise of futures and spot prices, further deteriorating
the food crisis that was already very serious.

The financial crisis brought a heavy blow to the mode of unlimitedly free

market economy. All the global food crisis, crude oil crisis and financial crisis
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originated from the US. “The US sneezes, and the whole world would suffer
from influenza”. It shows how deeply the US economy can affect the world. The
bubble caused by economic liberalization made nearly everyone out of mind.
“Greed of financiers, blindness of investors, slack of regulators and neglect of
government” were causes for the financial crisis. It was just like the saying that
“Trouble comes out of too many desires, and damage originates from no pre-
paredness. ” “It is no use to prevent flowers from withering. ” Free economy is
no longer popular. The western political elites had to painfully deny their own
values while adopting nationalization, saving financial industry, stimulating real
estate industry, and relieving auto industry. Ironically, western economists call
it “economic socialism” .

The advantages of the socialist market economy were highlighted in the
world food crisis. While the world food crisis was spreading throughout the
world, in China the grain reserve was ample, the food supply was abundant,
and the prices were quite stable. It was the necessary result of China’s adhering
to the guideline of food self — sufficiency, improving its grain production support
policies, strictly protecting production resources and perfecting its grain reserve
systems during the past decades. China has been raising 20% of the population
in the world with less than 9% of the arable land in the world, not only greatly
contributing to world food security, but also setting an example to the developing
countries. With its advantages of the socialist market economy, China has be-
come a tower of strength in dealing with the world financial crisis.

The “dissimilation” of the issue of grain adds to the problems with food se-
curity. “Grain” and “food” have been closely linked to each other. Along with
changes of times, grain is no longer related to just the issue of food. It has dis-
similated to become related to issues of politics, finance, energy, urbanization
and industrialization. The intensification of financial attributes of grain is making
the grain issue more complicated and more difficult to control ; the intensification
of energy attributes of grain is making cars to compete with people for grain; and
the grain conspiracy hidden behind interests is strengthening the political attrib-

utes of grain, adding to the problems with food security. This is an issue that we




4 2009  BARR T XSRS

need to reconsider and face up with from multi ~ dimensional angles.

The global food crisis is deteriorating rather than mitigating. The world
grain prices have fallen greatly compared with the peaks in last year, but they
are still quite high. The problem that the developing countries can’t afford to
buy grain still exists, with 583 million people in the Asia — Pacific region alone
faced with food shortage. The essential factors affecting the relationship between
grain supply and demand in the world have not changed, and a new round of in-
creases of grain prices is sure to come along with recovery of world economy. All
the above shows that the food crisis covered by the global financial crisis is dete-
riorating rather than mitigating. It is foreseeable that the issue of grain is going

to be another focus in the world in the financial crisis.
Take Advantage of Opportunities, Speed up Development

Under the shadow of the world food crisis, China’s grain market is “u-
niquely good”. But we should notice and not underestimate the fact that the po-
tential effects of the global economic recession on our grain indusiry are appea-
ring gradually, and many deeply — rooted contradictions and problems in grain
production and distribution need to be dealt with seriously. In order to speed up
development, we should be prepared for danger in times of safety, take advan-
tage of the rare opportunities during the period of economic readjustment, and
makelfull use of the series of support policies by our government to cope with the
financial crisis. “It is now a rare time when all good opportunities show up, and
even heroes are going to be helpless without taking advantage of them.” We
should never miss these opportunities.

We should firmly continue to proceed in the direction of grain marketiza-
tion. The process of the reform and opening — up in the past 30 years is one of
marketization. We have roughly set up a grain distribution system suitable to our
socialist market economy, which was the system basis on which we dealt with
the world food crisis. The financial tsunami is sweeping throughout the world,
but China is firmly insisting on reform and opening — up, voicing loudly and ex-

plicitly to the world, “Crisis means readjustment, and readjustment means op-
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portunity. ” “The crises in the past changed our views, deepened our think-
ing”, and enhanced the confidence and determination of all the people in China
to “turn crisis into opportunity”. However, looking back at the hesitations in
the reform of our grain distribution system during the past few years, we could
only sigh with emotion. “There is an end to the bitter sea, but there is no shore
if you return. ” Only if we deepen reform and speed up development could we
seize the good opportunity for a new round of development of China’s economy
after the crises.

We should maintain coordinated development of grain production and distri-
bution. During the recent years, our government announced a series of policies
and measures to support agriculture and grain farmers so as to set up an effective
long — term mechanism for sustainable and stable development of grain produc-
tion and protect and encourage farmers initiative to plant grain, which is very
necessary. But putting into practice the theory of scientific development and
properly tackling the problems of long - term shortage and periodical surplus of
grain supply, balance of gross grain output and unbalance of structure, cyclical
grain reserve and strategic grain reserve, etc. , are an important guarantee to re-
alize coordinated development of grain production and distribution. We should
pursue efficient allocation of our precious grain resources and greatest saving of
our social resources instead of just “more output and more reserve” .

We should perfect our modern grain market system. China’s grain market
system has taken shape roughly, and our grain wholesale markets have become
important carriers for reasonably allocating grain resources and strengthening
macro — regulation over grain production. Meanwhile the guiding role in forecas-
ting prices and the function of keeping values and avoiding risks of futures mar-
kets are also working quite well. But we should notice that there are still many
problems with the building of our grain market system that should not be neglec-
ted. For example, in terms of the spot market, commercial grain distribution is
basically in disorder, policy grain distribution is not all in standardized chan-
nels, and modern grain logistics is just taking shape. In terms of the futures

market, more types of grains and oils are yet to be developed, grain options and



