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Outline

= Have China’s domestic food prices followed
the same patterns of the international prices?

= How to explain the observed patterns?
Major government responses.

Future challenges.




Pork Price
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The rise In pork price doesn’t seem to be correlated to
International price!

Source: Yang et al. (2009)




Rice Price
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Source: Yang et al. (2009)



Wheat Price
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Source: Yang et al. (2009)

Page 5




Malize Price
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Source: Yang et al. (2009) Page §



Soybean Price

LY

5000
2

000

s

& & & W & oo e oA B o
O

—— Soybears|rt
—l— Sayhean-China

Strong co-movement between the domestic and international price!

Source: Yang et al. (2009)




Why Different Patterns?

= The “grain self-sufficient policy” places a
heavier weight on staple crops (rice and wheat)

than soybean and feed grain.

= The legacy of the Great Famine: strong belief that
at the time of crisis it is hard to import a large
amount of food grains.

= Maintain stocks of staple grains.

= The degree of trade barriers differs by crops.

= Therefore, the available instruments are different
across crops too.




Official Documents Related to Rising Food Prices
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2006.2.27 £®E XTFALH2006FB/AM/NEZFEWIMENIEHYE

2006.5.16 AR®RZE X THXR2006F/NEFEKMWNIITRRNBEA

2006.7.13 % HE FFHE2006EBNBEREWBMMNNTHRAMITERFTW I TEMEE
2006.9.2 ARZFE AKRTHA2006FHEEEREKENMERITHRENEAN

2007.12.20 BB ESKRAAT X TFH—SHEBEBRETRETZHHNNEA
2007.3.23 AUWE BEFREEREZXTMHELHFE, RASHEFHNEX TENEH
2007.5.25 £®ZE FTFHER2007F/NZEHFEBENHITIREAEH

2007.6.4 AHWZE BEREABAEZR. EBFRMAEZTEFXT20075 HH UM 18 BER AV B A
2007.7.16 A®WE XTHE2007FRENBEHREBENNITRENEL

2007.7.30 EHK ESExTRBLEBEFTEAEREMZHEHMNNEL

2007.8.13 EEKE BEHFREXTUEEXRBRRRITZHNEFIERNMERENEIBA
2007.8.20 AHWZE XTHIMWNMEEB —BERARXZFICER

2007.9.2 ARZE XTUEMFSESR. BEXRHETZHEMNMERET/ENBEA
2007.9.22 E%ERE BEFRALTXRTRIBBAREFSEKENENL

2007.9.29 A®NZE 2008FIEE. BEHOXHBETIHE, RESENIEEREN

2007.9.7 A¥WE BEFREEUEZNABASFERNMEHZICER

2008.1.25 BEHKR BEFREIPLTRTH -—TEEEERTREZHNEEIENEL
2008.10.19 AHMZE *TIEBE2009F/NEZEWMENIEHEH

2008.12.18 BB EBESBRX TSRERmENMENBR RN ENEA

2008.2.28 AHWE ITHEFSESMCLIREFHNITENBEA

2008.2.8 AHZE KXTLOH008FEB/AMN/NZEHKUIE N EH

2008.4.15 ARZE BERKERHEZXTINESLHAREERENZEENE

2008.5.19 A®RZE KRTHAR2008F/NEHFEKWNMITRENBEAN

2008.5.30 EEkR BESHRALTARTFHMFLEEHRKEMNREEMRET/ENEAN
2008.6.16 AHE BEREERZE VMEHXTEEEBUSRMEMKZERLNEH

2008.7.9 A®WE KXTFHX2008FEEHBREKENIMITRNBA

2008.8.11 A NZE 2008FER~=HmItOXBREMBDEH LS

2008.9.26 AHZE 2009FREE. BEHOXHKETHE. BHIESIHER 2B EN

None is about soybean.




Pork Price Index
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On July 30, 2007, the State Council issued an official document:
subsidies and insurance to pork producers; subsidies to low income
consumers and college students; more investment on animal health




Rice Price
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July 2006, announced minimal guarantee procurement price.
From the late 2007 to early 2008, released state stocks of rice.
July 2008, increased minimal guarantee procurement price.
Late 2008, banned rice export.

Source: Yang et al. (2009)



Wheat Price
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From the late 2007 to early 2008, released state stocks of wheat.
October 2008, increased minimal guarantee procurement price.

Late 2008, banned wheat export.

Source: Yang et al. (2009)




Malize Price

VAT rebates to maize exporters
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Late 2007-2008, released stocks of maize to the market

In the early 2008, cancelled VAT rebate to maize exporters;
In September 2008, imposed quota of maize export;

In the late 2008, banned all food export.

Source: Yang et al. (2009)



Fertilizer Price Index
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On February 15, 2008, levy 15% export taxes on fertilizer;
April, 2008: triple the export taxes to 45%;
May, 2008: 100% levy on all fertilizer products.
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China has an open door policy for soybean. Strong co-movement
between the domestic and international price!

Source: Yang et al. (2009)




Biofuels Policy

* In 2005, China embarked an ambitious
“Middle-and Long-term Development Plan for
Renewable Energy” with a target of ethanol

output of 10 million tons by 2020!

= [n nine provinces, mandatory of misting of 10%
bio ethanol in gasoline;
= 1,370 yuan/ton subsidy to biofuels plants

But the plan was never really off the ground
due to the high food price.

New guideline: “not compete with grain over
land” and “not compete consumers for food.”




Acreages of Four Major Crops
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Yield of Major Crops (Kg/Hectare)
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Ag R&D Investment and Grain Output
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New Initiatives on Ag. R &D

=In the past two years, the government has
dramatically increased investment in agricultural
R&D. However, the official numbers are not

available yet.

For example, recently the government announced

o0 establish 50 modern agricultural technology
esearch centers with about one billion investment.




In Summary

= The government has acted swiftly and applied
a variety of instruments to maintain domestic
market price stable, including releasing grain
stocks, subsidizing producers, and tightening
export control.

However, with the continuing decline in arable
land and increase in wage rate, it may be more
difficult for governments to control the acreage
of grain production and cope with food price
crisis in the future.
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