CCP Central Committee Directive Forwarding the Party Group of the Ministry of Grain’s Request for
Instructions on the 1954 New Autumn Grain Procurement Price Arrangements
Date: July 4, 1954 Author: [To Be Determined]

To: All Central Bureaus, Sub-Bureaus, and (by transmission) all Provincial and Municipal Party
Committees:

The Central Committee hereby forwards the report from the Party Group of the Ministry of Grain,
entitled “Request for Instructions on the 1954 New Autumn Grain Procurement Price Arrangements.”
The report has been amended in certain respects by the State Financial and Economic Commission
(Cai), and the Central Committee approves it. All Central Bureaus, Sub-Bureaus, and Provincial
(Municipal) Party Committees are requested to study and implement it.

It must be emphasized that the purchase price of grain is closely connected to the relative prices of
all agricultural products. It affects the production of grain and other farm products, determines
peasants’ purchasing power, and thereby influences the overall balance between social purchasing
power and the supply of goods. Moreover, grain procurement prices are directly tied to the retail
price of grain and to the state’s operational profit and loss. For this reason, inappropriately raising
procurement prices will inevitably produce adverse consequences in all these areas.

When the state grain purchase and compulsory procurement (£t1) policy was first implemented in

1953, there was a widespread tendency in many regions to accept grain with high moisture, high
impurity, and low quality — a practice that in effect raised the procurement price. This increased
state financial expenditures and created storage difficulties. This situation must be resolutely
corrected this year. Procurement prices must be implemented in conjunction with strict grain-quality

inspection and “pricing by quality” (EABZiE11), and the portion of last year’s procurement prices that

was indirectly inflated must be reduced. Improving grain quality and strictly applying pricing-by-
quality must be treated as both a major political task and an economic task. The Central Committee
believes this is the key to correctly implementing the 1954 autumn procurement price policy and
calls for close attention by all regions.

Central Committee
July 4, 1954

Attachment:

Request for Instructions on the 1954 New Autumn Grain Procurement Price Arrangements
From: Party Group of the Ministry of Grain
To: State Financial and Economic Commission (Cai), and reported to the Central Committee

(1) The 1953 grain procurement price was based on the pre-existing free market purchase prices,
arranged according to the principle approved by the State Financial and Economic Commission —
“basically unchanged, with individual adjustments” — and roughly maintained the prevailing market
rates.

Prior to the autumn harvest of 1953, especially in spring before compulsory grain purchase and sale (

LM 23 45) had begun, the state was purchasing less grain and selling more, leading to a tightening

market. To secure greater grain supplies and encourage production, prices were raised. At the time,
there was inadequate foresight about how higher grain prices would affect the relative prices of
other farm products and how higher peasant incomes might upset the balance between supply and
demand. As a result, procurement prices were raised too high.



On average, the base procurement price level for 1953 was 7.68% higher than that of 1952 across
the 19 key markets monitored by the central government. Wheat prices were raised by 11.92% (and
later increased by another 5.98% in all areas except those south of the Yangtze, Northeast China, and
Inner Mongolia). Indica rice prices were raised 6.04%, coarse grains 6.57%. In many producing
regions, local procurement prices were raised even more than the national adjustments, creating
excessively narrow regional price differentials — in some places even resulting in the urban price
being lower than the rural price (“price inversion”), especially for wheat.

When compulsory procurement began in late 1953, the Central Committee decided to adopt these
procurement prices (with minor adjustments) as the official purchase prices. This avoided increasing
peasant resistance and allowed smooth grain collection, and practice proved this decision correct.
Nevertheless, the overall price level remained too high, regional differentials too narrow, and some
varieties disproportionately expensive. This situation was unfavorable to balancing supply and
demand, hindered the proportional development of other agricultural products, and increased state
financial losses. This must gradually be corrected.

(2) For 1954, the State Financial and Economic Commission has approved a reduction in the
procurement price of wheat. Across 84 centrally monitored markets, the simple arithmetic average
reduction is 2.61%; at the production sites, the reduction is roughly 5%.

e Inareas where prices were not raised a second time in 1953, prices remain roughly
unchanged or slightly lowered.

e In major wheat-producing areas where prices were raised twice (Henan, Hebei, Shanxi,
Shandong, Shaanxi, and northern Anhui), prices are generally 4-8% lower than last year’s
official purchase price.

e Shaanxi remains slightly above last year’s base price, Hebei, Shandong, and northern Anhui
roughly match last year’s level, while Henan and Shanxi are slightly below last year’s base
price.

This lower price is already being applied to this summer’s new wheat procurement.

As for autumn grain, although prices remain somewhat high, the Party Group believes that because
1954 is only the second year of compulsory procurement and sale — and because the work is not yet
firmly established, with peasant production sentiment still unsettled in some regions — the primary
task remains to stabilize the policy and consolidate its foundation. Furthermore, the prices of
oilseeds (rapeseed, peanuts, sesame) and cotton-to-grain ratios have already been adjusted, and
wheat prices have been lowered, which has partially corrected price imbalances. The full
readjustment of farm product prices must be approached as a long-term project, carried out
gradually and systematically.

Therefore, the Party Group recommends:

e Continuing to adopt the principle of “basically unchanged, individual adjustments, and
harmonizing neighboring regions” (BEARZ - P AIEZE - BHEMXIEY) for autumn
procurement prices;

e Resolutely correcting the practices of accepting high-moisture, high-impurity, and low-quality
grain that indirectly raised prices last year;



Treating quality improvement and pricing-by-quality as key measures in carrying out the
price policy.

Specific recommendations:

1.

Prices in the 84 centrally monitored markets should remain unchanged. Prices in regional,
provincial, and primary rural markets should also remain basically unchanged. Prices in
suburban procurement points near major and medium-sized cities should be adjusted to
match neighboring counties. For border regions, prices should be harmonized by
consultation or by higher-level decision, following the principle of “lowering the higher
price.”

In localities where price differentials are too narrow and procurement prices too high, prices
should be appropriately reduced if the impact is not widespread.

County and above markets should not raise procurement prices in principle. In rare cases
where an increase is necessary, it must be reported to the Ministry of Grain for approval. If
approved, the sales price should be raised accordingly to maintain the same purchase—sale
price differential (approximately 5.6%).

Grain quality must be improved, and pricing-by-quality strictly implemented.

Each region should draft specific implementation plans based on these principles, submit
them for approval, and file with the State Financial and Economic Commission. For early
autumn crops, prices may be arranged locally but must be reported for record-keeping. Any
price increases must be reported to the Ministry of Grain for approval.

(3) The 1953 procurement suffered from poor quality control due to the newness of the system and
time pressures. Grain had higher moisture and impurity levels than in previous years, effectively
raising prices and increasing storage costs. This must be corrected this year.

Grain must be dried, cleaned, inspected, and priced by quality before entering state
warehouses.

These tasks must be treated as both a major political and economic responsibility.

Quality standards should be set according to local conditions, using 1953 standards as
reference.

Substandard grain must be bought at a lower price; above-standard grain must receive
appropriate premiums.

Inspections must be simple and practical.

Local cadres and peasants must receive policy education to motivate them to dry and clean
grain before selling.

Training sessions for procurement staff should be held to ensure policy knowledge, standardize
grading and pricing methods, and unify inspection procedures.

(4) Correctly implementing the new procurement price policy remains a complex and demanding
task. All Party committees must regard it as a major undertaking, integrate it with procurement work,
and carry it out under unified leadership.



Cadres must be thoroughly educated that procurement prices should not be raised, and that
unreasonable price increases harm other sectors. Peasants must be educated to deliver clean, high-
quality grain to the state. The key to implementing the price policy lies in raising grain quality and
applying pricing-by-quality correctly to ensure the smooth completion of autumn procurement.

Respectfully submitted for approval.

Party Group of the Ministry of Grain



