Central Committee Directive on Correctly Implementing the 1954 Autumn Grain Unified Purchase
Price Policy
Date: July 1954

The Central Committee hereby forwards the report of the Party Group of the Ministry of Grain,
entitled “Request for Instructions on the Arrangement of Prices for the 1954 New Autumn Grain
Unified Purchase,” which has been amended in some respects by the State Council’s Finance and
Economics Commission (Finance). The Central Committee approves this report and instructs all
central bureaus, regional bureaus, and provincial (municipal) committees to study and implement it.

It must be emphasized that the purchase price of grain is related to the relative prices of various
agricultural products, affects the production of grain and other agricultural products, and determines
peasants’ purchasing power—thus influencing overall social purchasing power and the balance
between supply of goods and demand. Moreover, grain purchase prices directly affect grain sales
prices and the state’s operating profits and losses. Therefore, any improper increase in the grain
purchase price will have adverse effects and consequences in all these areas. The issue of grain
purchase prices is thus a major policy question and must be handled with caution.

In 1953, when grain procurement and unified purchase were implemented, there was a fairly
widespread and unreasonable phenomenon of excessive moisture content, excessive impurities, and
poor grain quality, which in effect raised the purchase price of grain and increased both fiscal
expenditure and the difficulty of storage and management. This year such practices must be
resolutely overcome. Based on local conditions, strict grain quality inspection and a policy of “pricing
by quality” must be implemented so that the part of last year’s purchase price that was raised in
disguised form can be brought back down. Improving grain quality and properly implementing pricing
by quality must be treated as both a major political task and a major economic task. The Central
Committee believes that this is the key to correctly implementing the 1954 autumn grain purchase
price policy and calls on all localities to pay close attention.

Party Group of the Ministry of Grain Report Requesting Instructions on the Arrangement of Prices
for the 1954 New Autumn Grain Unified Purchase

(1) The unified grain purchase prices for 1953 were arranged on the basis of previous free market
purchase prices, according to the principle stated by the Finance and Economics Commission of
“basically unchanged, with individual adjustments,” which roughly maintained the purchase prices of
the free market at the time. Before the autumn harvest of 1953 —especially in spring—the policy of
unified grain purchase and marketing had not yet been implemented. At that time, there was a
tightening situation in which the state was buying less and selling more grain on the free market. In
hopes of acquiring more grain sources and stimulating increased production, prices were raised. The
impact of higher grain prices on the relative prices of other agricultural products had not been
foreseen, and the resulting imbalance between peasants’ increased income and the supply of goods
was not fully recognized. As a result, grain purchase prices were generally raised too high.

Compared with the 1952 base purchase price levels (based on 19 centrally monitored markets), the
1953 grain purchase price levels were raised by an average of 7.68% overall. Specifically:

e Wheat prices were raised on average 11.92% (and later, except in the Yangtze south,
Northeast, and Inner Mongolia, were raised another 5.98%);

e Rice prices rose 6.04%;



e (Coarse grains rose 6.57%.

In many producing areas, because of the thinking mentioned above, the price increases exceeded
those of the centrally monitored markets, narrowing regional price differentials, and in some cases
even producing an “inverted” situation where urban prices were lower than rural ones. Because
wheat had been raised twice, this problem was particularly pronounced.

When the unified purchase policy was introduced in 1953, the Central Committee decided to adopt
the then-prevailing base purchase prices, with only individual adjustments, as the unified purchase
prices. This was advantageous for avoiding peasant resistance and smoothly obtaining grain. Practice
proved this decision correct. Nevertheless, this general situation of relatively high grain prices,
narrow regional price differentials, and excessively high prices for some varieties has had adverse
effects on the balance between goods supply and peasants’ purchasing power, hindered proportional
development of various agricultural products, and increased state operating losses. This situation
must therefore be gradually corrected.

(2) For the 1954 unified grain purchase prices, the Finance and Economics Commission has already
approved a downward adjustment of the wheat purchase price. The scale of the adjustment is as
follows: in the 84 centrally monitored markets, the arithmetic average decrease is 2.61%, while in
producing areas the unified purchase price is reduced by roughly 5%.

e Inareas where last year’s prices were not raised during the second adjustment, prices are
generally maintained at last year’s level, with slight reductions in some cases.

e In major wheat-producing areas where prices were raised in the second adjustment—Henan,
Hebei, Shanxi, Shandong, Shaanxi, and northern Anhui—the unified purchase price is
lowered by about 4-8% compared to current levels.

¢ Among these, Shaanxi’s wheat production area remains slightly above last year’s base level,
Hebei, Shandong, and northern Anhui remain roughly at last year’s level, and Henan and
Shanxi are slightly below last year’s level.

This summer’s new wheat purchases have already been conducted according to these adjusted
prices.

As for the autumn grain purchase price, while the current level is already somewhat high, we have
considered that this is only the second year of implementing unified grain purchase and marketing,
and the work is not yet firmly established. In areas where problems occurred last year, peasant
production enthusiasm is not yet fully stabilized. Therefore, stabilizing the situation remains the
fundamental and difficult task on the grain front. This is the main consideration.

We also note that this year the purchase prices of rapeseed, peanuts, and sesame and the grain-
cotton price ratio have been suitably adjusted, and wheat prices have already been slightly reduced,
resulting in some improvement in the previously unreasonable price relationships between grain and
other agricultural products. In the future, arrangements for agricultural product prices as a whole
must be handled step by step in a planned and stable manner. For now, since autumn purchases are
about to begin, we recommend continuing to follow the principle of “basically unchanged, individual
adjustments, leveling prices at border areas” for 1954 autumn grain purchases, in order to lay a solid
foundation for the unified purchase system.



In implementation, the unreasonable practices of raising grain prices through excessive moisture,
impurities, and poor quality must be firmly eliminated, and the part of last year’s purchase price that
was disguised as a price increase must be brought back down.

Our concrete recommendations:

1. Centrally monitored markets (84 in total): prices remain unchanged. Large-region and
provincial-level markets and rural primary markets also remain basically unchanged. Unified
purchase prices in suburban markets of large and medium cities should be leveled with
neighboring counties. For neighboring regions and border markets, the principle of “reducing
the higher to match the lower” should be followed, either by mutual negotiation or by
higher-level decision.

2. Inlocalities where price differentials are excessively narrow and producing-area purchase
prices are too high but the impact of adjustment would be limited, the producing-area price
may be appropriately reduced.

3. Unified purchase prices in markets above the county level should not be raised in principle. If
individual cases must be raised, approval from the Ministry of Grain is required. If prices are
approved for raising, the local sales price must be raised proportionally to maintain the
existing purchase-sales margin. Where prices are lowered, local sales prices generally should
not be further reduced.

4. Grain quality must be improved, and the policy of pricing by quality strictly implemented.

5. Localities should formulate specific plans in line with the above principles and submit them
for higher-level approval. Early autumn crops’ purchase prices can also be arranged by large-
region and provincial authorities following these principles and reported to the Finance and
Economics Commission for the record. Any price increases must be approved by the Ministry
of Grain.

(3) Because of the large tasks, tight schedule, newness of the work, and lack of experience when
unified purchase began in November 1953, grain was often purchased with higher-than-usual
moisture, more impurities, and poorer quality, which in effect raised the purchase price and
increased storage difficulties and costs. This situation must be changed this year. Therefore:

e Grain must be fully dried, cleaned, and inspected before entering storage.
e Pricing by quality must be regarded as a major political and economic task.

e Localities should set reasonable quality standards for different grains based on fullness,
uniformity, cleanliness, good color, low moisture, and few impurities.

e Grain below medium quality should be priced lower; grain above medium quality should
receive higher prices accordingly.

e Inspection methods must be simple and practical.

e Public education campaigns must be launched among grassroots cadres and peasants so that
they deliver grain dried and cleaned, just as they did for public grain quotas.

Common errors to be avoided:

e No differentiation of grades, too-small price differentials, raising grades without raising
prices, and lax inspection;



e Too many grades, excessive price differentials, or overly strict standards.

To improve grassroots personnel’s policy and technical level, provincial or prefectural grain
departments and cooperatives should organize short-term training classes for grassroots purchase
staff, covering national grain price policy, unified quality standards, grading methods, and uniform
inspection procedures.

(4) As stated above, correctly implementing this year’s unified purchase price policy is an extremely
complex and difficult task. Party committees at all levels must give it full attention as a major task,
coordinate it with grain purchase work, and ensure unified leadership and concentrated effort.

e Cadres must be clearly educated that grain purchase prices must not be raised again and that
unreasonable prices have adverse effects on many aspects of the economy.

e Peasants must be fully educated to deliver good-quality grain to the state.

e Improving grain quality and pricing by quality must be treated as key to price policy
implementation and properly handled so as to ensure smooth progress of this year’s autumn
rural grain purchases.

These are our views. Please provide instructions as to their appropriateness.



