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£STI~t4:TlNG TQE \\tHQI:;ESAt.a :P~MA:Ni> fPR 
fOOD IN ;JJE)jL~G' 

lll:hlf.e.r~l'Cfl~'ng~,sm'm:.:tr4tlwm·~ ~·d~g~gtS!l"~toq:ctbi: 

Cbu-~~ fV¢d I!'Z!ri:ds has kif 1tf .w ~~~ ci aiffinnt ~s £1 m!ii:J;tts., :a"'ii/: 

pat::o4arlyfie.cgrq""•t.1rq 'wndc..~ madcu. 11::.-:s :pap¢iJ!'.tt.';~f'Jf>o4· ~~mpfi,M 
;x.--rttn-:.s.fw me. tc.t:tc.sr 'k"hdlesak~ miltl:d itt Bci;mg: · ztnA/DS;m(ta~ iN1pp!itiUct 
m,;~·p&::;afc-r:thepe~c-4 1991 so lw.! !A?.~ t.t;ff~Ur:e~pr~e'!:~~ 

far ~.gtf~ fro:v<.S./~'tf, ~:.tarid ~ .p!¢u~.s. m~ magr.ir.tdc :anij ~ 

!£f~s~·ri~~ ar£fio.e.:o:~o:nine.dJD.~lh([~.JmP!~cam'#'.st:ff:'JI:~andj~..s. 

I. lN:'TRODCCTlOS 

C!'....ma s, !1>:.S wlUSU)'. tbe l<L,"$C:S't m * w<tri¢. bas;~~ :SU~ tei~~~'l'~ 1~1&, 

C'b:l~ aK'.S.t..>roeS ·now ~\.'¢ ~ greatct f~ v.1tf; m:W)'~ert'.a!iVe n:iarkds. !rom. M:iuch 

m ~~ Tre r.IOSt 'll(Y.!hk grov.'th bas ·been t!t )l.:bQles;a!e .ma.-S:e& ·'"'-h::.re de:naztd .~ 

£>.:p-pt:· k~$ ~~, t."le ma,r.tr role m lie'.etm•"'"'~ :.pPCC$. !'~ <V~ bou.'ledge~ .tit! anp!pc:U 

~"T.!h ~n ~ !>. f~ roru.~n ~ m t.lle o~ \\m~l~ tr.:tik..~ bas ~ 
~ee me the ttte.ra.>u.--e 

~·parpo~e f....f this pape:-tS to itS~ eoosump!lOnpan~ m c.ned~"'a$ .~ :wooks:* 
tood ma.f'J;~ t:ubslng an A.IDS mo-.:ici. e.t~· :md .pnce· ~.JeS .11.0.: ~ted .fO:r 
\1:;~es., gn.tru.. fn:uts. tr11:at and~~ ~.-from nl'OOQJy"!!'~~ :A.-re1<ic:W-of 
ttse mangmg: t\}}e and sttucru.-e cf food ma."k& :m ~ .ts prov2dtd ·fi..-.st,. p:iot 'K\ '! bri¢f 

n:Yil~· .:;! ~'~ous sn:A~ .;,f Ome:sc. fOO':f ~mpoo:l. T..'le. mood .. ~~ ~ 
proc.edu."t:S are then oorl...u"~t:d ~.cr \l>'!ueb the resu!ts::!."e~?'-med ~d: uttt..~~ A~~" 

of :he ~ts ~Tih t.."lose ,-J pt<e'10US ~e:s. tS then ~en. lmp.!JcatiQns of$¢ a.~~'$1$ ~ 
pre>eni.ed pPO! iO ~..tdmg CG.!l'.mel'IU. 

IL Cl:UNA'S FOOD ECO!\()MY 

f'rmr to tt.c f'e.ion'r.i .of !91:8. the Out.~ :food ~"'JJrro:ny ·.~"a£ d~c;n..;ed b.l' a.• ~l·=n~ 

p!uit.\rophy of sclf·suftkletlCY Tt~Cc pu:cb=slrt.K .Md nwb:tin& of~~ ~t$ v.~ ·~11 
~~by !he..>.Ute a$. ~"S '"''¢+~ requtred fG St'll p~.i'xts n> t.~ ~ fc>t ft\.~·~ 



(Ling J990i p229J. The rural supply and markc1mg co•pperauves playctl 'the ~ey role 111 

pu~~liSing rural pi'Odl1tts 'Md distrib~tmg them. and they wefl!oiilH>wned and conuolle~\ bf the' 
state tWan er m 19SS~ pJJ). 11le 1;tate·~ food distribution system. was chamcteriscd by 

ratiorilng and involved subsidies for tl!e urban pQpulation. Mar~i:\ pnces m :a.U me. food 
indus~t!es were determined by th~ government leaving no rcfc for frel! market dc:m;md and 

sueply torces. 

From 1918 slgntfh.-ant ecooomlc refoni'IS· wete inuoduced for the agricultural sector. These 
refon:ns Mve ~en aimed nt increasing productivny und the role of market forces. leudtng 10 a 
vastly different market structure ofthe food industnes. ·nus mcre!t~d role of the free marJ.:ets 

.is highlighted by the: maj~1r food industnes in China including grains. me:u. fruits >tnd 

vegetables. 

The r~fonns ,hnve led to a much more dwcrsHied suucrure of the grams wdustry At present 

consumers call purcha.'\e gr~ns from the govc:mmem. through the wholesale markets or 
through free markets oo the side qf tbe road. There have been uccustons where the gov~;nunt:nt 

ha$ Set ceiling: pnccs for grain \Wodd Bank l991, p l 0'21. b·Jt "s the market devclop-,., 11 t\ 

likdy that the govemmcnc's tendt:tll.,t to mtervene WJ!I d.:cltne. Ahhough the government sttll 

sc:ts procurement and atstribution pnce5 for certain qu:muues of grom, rather than control 

supply the government acts as a paruc1pant 111 the market through buymg and sclhng and ·•'!c' 
the market to mfluenee supply. 

The meat industry tS $itrularly ~harru:tertsed by free markets and liOlllt! government unervenuon 

Withi1l the meat mdusuy the pig market 1s by far Lite most 1mporumt There are two rmun type.'> 
of trad~rstn the ptg market~ pnv:U!! market agents 11nd state run ones \\!'rule there are a couple 

ofetrop-~mtt'~":'S, th~tr .share of the market as sm:.tl1 {Bmg:;heng 19\J!, piJh A mt.u;h gre:1ter 

qu~tity of m~l ts now Oclng sold through wholesale marke~. Sumlru:ly. a htrger amount uf 

aquauc products are now ~old through wholesale markets, 

Relatively speaking:, she Jruitsand vegetables tndUSU)' ts probably thj; mo:.t open of aU the ~trod 
markets witll demand and ~upply forc:es eftecuve!y fkremunmg pnces F.arme.rs !>dl fn.tlts ami 

vegetable.'> et~r dtrtctl) to cvosumers, through the free market ur Utrough the whoh:~l1le 

markets. Due to the numerous part1c1pa.nts m thc:>e wholesale: markets. lhey are ~<ery 

cpmpetmve. while tbe indMdual whOic:sale market~ compete wuh one another to a.ttracr ~elkr-. 
through them adtmntstrnUo!l charges~ 

Coneurrent wtth·the reforms and growth of v:a.nous types of food rnurket$ 10 Chum, there hall 

t.ec:n a gene raJ trend m ft><XI con!>umption panems. Shifting consumption frorn staple foods of 

gfains and vegetables toward non•staple food$ such llS meat, poultry. fi:>h nod processed fooc.Js 

2. 

This uenc.l. hoi$ coincidetlwath subst<@ial.incelnle ~r()Wth;Jn China~· whieft ~v~r the; !ell Y¢l.lf$ Pj:> 

tO 1992;\Yeraged 1.3 pcrceqtpetilnfiU!ll.{StateStatistlcut.BuO,:;lU or Clli(la199.4.,1'l~JJ), . OYer 
tlusdecade, .per: capita cohl!urnption of.the staple grnmincteasedby 2;pc:t?~i:l1f• wh~!i: perc~piti:i 
cQnsumption of t.ile. non,stapleSo of meat Q..'ld pou\\cy increased by5S·per c~!)t, ~!1 :the, ;~ase>of 
aquatic.products the ·growth was even greater ;ttS2 ~rce111 (State Stat1sticaH3tireal1o(C'hiil~ 
1994~ T8,6}. These: tig~s Jndicate that .the budget shares of· mea~~ pou{try <Uild ti~tr ~ 

increasing. while thatofgrilio is decreusipg, This sbifting.pattem'ofJoqq c()!lSYtQp~Ion lialli!S 
in Ctuna is conshm:nt-with tho$e in other Mveloping' countries :~hat &ave. et.~tiencetf, sirnlltll' 
mcon1e growth such us ThlWUJ1 (see·Oarnau~ and Ma. 1992), Tlie ,degn:e of this chUJ1ge has 

unportantlmplications for the producers 11nd tr.rders iri the c;oml).etingfood:markets 

Ill. PREVIOUS STUOI£S 

A number of previous studies have anutysed the demand fpr ft>Od ifl ,Ctilna. Tl1<:se i!lclLide 

Tung nod Ston~( 1980). Van der Gnag ( t 9841. Yang tt98S)t Carter ~d Zhong 0 988), Lewis 
and Andrews 1 19891. Halbrendt und Ciemp:snw ( 1990). PetersOn \!t tll 0991), Huang ,:ind 
Oavtd 0993}, Chang (1994). Chern and Wang {1994}~ Fan et ai'(l994a), .F.iq et ru {l994b), 
Halbrendt et Ill ( i9!i4), Samuel ( 1994), and Wu eull { !99.5). 

·tne earlier studtes of Tang and, Stone 0980}, Vander Oaa~ Cl984). Yang (1985) and Cat"tc:t 
and Zhong ( 198&)are rnther limited. Tang and Stone ( 1980} estimated: grain c:on:.uropti<>n !>y :a 
mednxi of movmg aver:~ges. with the underlying assumption that the total>cl)nsuniption Wa.s 
detennmed by the govc:mmetu. Van der Oaag (1984) rnnde improveltlenrs on Tangund Stone·s 

modd by ptactng gteater emphas1s on the impact of mcome: on demand. pnmding projections 
or consumption bused on Engel curve annlysis. Sirnduily, Yang { IQS5) Qllseq.the individual!s 

detemunauon of con$utnption on in~o!ne. Carter 11nd Zhong, {l9SS} specifieq. p.!( :capna 
eonsumptiO~l levels for gr.Un as a function of income aM estl1blisned conSUinption habitS. 
providmg estimates for both the rur.tl und urban sl':ctor. These stUdt~ are very '$!)1.'C!fic. 
dealing mostly with the grains sector. based on extren1ely aggregated data and hivolve highly 
sunplified mOdels of consutnpuon. Th~ limitations. along wnh the outdated data us\i!d, 

harnpet tlle relevance of thetr findings. 

Lewrs and Andrews t 1989) and Chern and Wang (l994) npplied tl!e Linear E:q>enditure 

Systern {LESJ. or adaptatJO!lS of it. to <hlta from Cnint:se government sampJesurvC;}ys for Ule• 
years 1982 tO 1985 and 1990, respectively. Both studies fouuu the deml\nd for food to be 
melasucwltb respect to income~ The study of Chern ~nd Wang{l994)found urban ~:onsurnen; 
e;ttrenn:ly .pm:einelMtic with respect 10 grain and oH. but more price ela'itic for meatand frt.11ts. 

3. 



Howe't'¢t.cl~,srudJes are1htute(l,U£,i;.:ES ;tf10ddsrely ort,;;r .!ifi<:Cd}c tO.rJtt.ot unbty !!.utemm and 

do rtovalltiWtoroptem~r.ts {Jr m(enurg®stu cxtsl tPoweli t9'1'4.pl8l 

Stu~ies b)' F'anct::ilt 1994:1)., Halbrendt et .at t l994J ~d W~ ¢t Ill (l99S'J .dl uubsed the AIDS 
!li<>Qcl. 11le'(U;sttwo ltu(Jt¢,s anaJysedt1lrtU consumption. ut:rllstog poo:tr:d pruvmeta! 1eveJ data 

!rorrr 19&2 (O HmJ¥ and \iOrt>UmptJon ex~¢tture ~urvey data, fQr 1990, tc:s~d.tvely. bllvms 
bcec11 9btwo~from Clunes:e govemntent>~gcney surveys. They tct>QI1 sttm!AI." findurg> of very 

Jo~.t~pe!idltl.ltti dast1®eS for ~t.UliS but mg~r for the tt:flliDtllfig foods. pruuctillldy m~t 
The prit.c dil,$Ut:J4ts arc found IQ be tow for all foods~ ~JcuJurfy m ttlt study of Halbrendt et 

al t f994J. The $tl.l'iiy of Wa ~t at t t99S;. ~d \1tJ u 1990 sur-vey fDr ~ cto~ ~'11o.n ur 3 3 

ucbarl Chi!1CSe (:;Ue$. find~ :$lnuf.lt ~~pt:nditurt:' t!hbtwlu~ altll®Sh ltS t>'W'U pnce elu;)tn::ny 

C$timalCS tend iOc~ bit.ll¢r than tli¢ f!O:VH>u~ t\1.-n '$Ul\fte) unpt~n:n~ lbat tltt llrb;.m rousuttli!~ t~ 

mor~ pdceresponstYe than me nw.d (.'()tl$Utners 

Aithoughpr!l'w'ldu1g:useful 1nfon~. none:o! the al;l()ve 1itu&e~ 1'£based on market ic~\d tl:na 

ov.:r a re~rtable IDne ~od Mt.:tte 5peed1~ty. aU the: prevlOil!> ~Udie~ e~cept \V\) et ill 

('199$), are· ba.st:d on CluneM.\ .go¥emment ~lll!eewi data wtn~h tend to be \'Cty a:ggre!ru.e-J 
f'utd1er~ the studies or Halbtcndt et .at !l994t a.'Jli Wu eta;·~ iW"t~ ate bawd 1m a a • .na \<Unple 

!or only ,on~ year. These ~o.nsitillntl hunt !he roru1dem:e m tlil! firvJ.trtg.£ and l.fla} have ret!u\.td 
the pre~IStOn o.t the results, Punhc;r, trw most teecnt analf:i!:> u ~t!d on l91Xl data. yet thcrc 

has :Slllte been substanuat devdopml'!nr and growth of w!wle:oaie truu:l~c:t~ Mnt.e t:hc:n w;u,h u~y 

reduce the U$el:J!nes.S Of these StuUlC:$. 

The AIDS m<.de:l &:vet~ by Deaton :md Mudfbatler t lfJSO~ .. ., utfl~~ ul th"' <>tudy Au 

adYiUtl:age (If d1tc'> 11\i:!dCl K! Umt n allows Uie unllcrtymg u,uhty Iun\,>mn r.o h<~vc t1tXJbh: 

propemes The tt»:1cf tSc denved by ~~mg, toial e~~ndnure 1-UiJJ!!(.'t tu .t gt"l!n te•d uf 

utJlU:y and pnces. Tile nKXk! tmpb.:tdy ilS~umes tnat the t:til:nmod~ty gt•JUP umtlrf lU'>e~:tt~<~:tHm 

tsw~aklyl'epat:.thie !rom .aU 1:1ther ;..'TI!ll1ooduy 1:!'!0Ups b• d~ .~.~ ut tiU'!o ~t!ld)' 1t mc.m~ tllo1t 

lh~ CQOSUIDI!f$ e~pemhtWe fJ!l ftx)lj iS sepantbirt from We H!M ,lf ;h<:tf C~f'COOI[Uft: Tht; g~fief.l} 

ft.lffil of the liMkJt:. 

where Wt ;11 budget '$lrote of the nb :eommoduy 
p1 :o ts the prn:e \ihhe J'b:eummod~ty 

y = e:~pendttutl!o or tn~l')tn¢ wuhat the S}'\t!.1m 

p ; pnt'e tndc;.; 

t3J .ivgP~u.,+ Z;tr.to~P.+YzL:LY~.IOiP.:IotPi 
• t 

wfl~c r. ttl<Milfes:the .:tumge in the .ttl! buogc:t:>hllre f()lloWtn&a t per .ct:nt .thn.nge in PJ. \\'lth 

teal.mcll!ll¢ hctdetl0$tartt 

1l1c NOS nl<:idel e® be tume(.{ Into the (inelit appr<JX.!n\atiorr AlPS . tt.Nt\IDSl n~cJ !>}' 
uppro.umaung the prtce tndex to be Stem~ geontetric·pri~e ln4c:t~ that 1:r 

~Ole use tlf !he stone pn~c: mdex hnplir:s: that the model is linear in~ itS p~ters a;\0 mat 
c:sumuttun t:a~t be c:unc:d.oot equatton byequarn:u'!(~ton an~:MticUbauer f28(}:,,,p,H6l. 

FQr the modcl to be oons1:a1ent wlth the theozy of od~mand, !,he follo\\'iDS .Ji::JtiictlilllS ne~d ttl 

hold 'The adding up rcstrleuons ~orEn gel l!ondltt9nsl :ll'e 

.t t. " i" 

(4} L~- 'lt tJ:r"' ~t.t£fl. ""'o and ensure that !.w. .-t 
·~ nil 

I fv .. {} ftfl n•t:Z. k ... 

lbeses c-ondmon:~ unply tha~ Ul!t .consumers .mnk conun&dity bundles, Ut an ordill!lt lllld rJt1t>nal 
t'.Mh1on baogdnw:n by utibt) maxmu~auon 

11~¢. data for this study covet tt~C pert~ t99l to 1994, ftom·the· Dat11Qilgsl <w{lolcsnlef®l.{ 

market lll UefJing, TP1s markc:.t~'aSI!Stilblishc::d in t986f(o!fowmg;dte go"~mm~nt'S rela.x:lti'->n 



M ~!i~ ~Piltt91s Jot'xnany (~fds ilt 11}85 and Ut< "'upcn ddQr ta fMJIIlg" f1"h'-'Y 10 wclt.'QIIll; 

~~~~rs-·fiotij#l(}S$: ,(~ whole C!)OilJty (Qaz!l(.)n_gst wnorewc: M:lrkd t994t The:;e pt;lu.:le$ 

jtJ!r.ftie(i m<.m::aqd:in9te 'Stll~rs Rom pjlJ<r ,provJncc,s. to ~11 tJJCit .rgncutu~r:U go®s m SetJing. 

'l':h.tparti(:lp;'llltS: itnt!e' m3tkct~whlcluncl•l~$tate,.co1Iccuve .and pnvate entcrptl~ •. now .:omc: 
frootove[{OO.eouotl¢$ ~cto~$.28 provinces {Dat.hongSI Whoksal¢ M;:u:ketlt>94). nte $ellers 
tO!ripet~si~ by sldetn :th~ rnarR:~t. cr¢ti!tn$ a \'Crf t:illllpeUuve aunosphere. 

~:in.:ifkc:r·hl.G gcown ~Jbsfantially form year, to yeilr. lnutnUy, safes were minor but rh~y 
~~e.w Jo ;l,tJ 11v~rage vlilue O:f 219 tl'llll\on Yuan OJSS$.34 rrtllllonl per mnnilt ul t991 
Su\)~t.an\.i:4:$r<>~dt ~ver ,;fie ocxr:tht'e~ ;years sa1ov avett~ge sales pc:rmonth 1n f994 rew:h a vnlu~:" 

ofH~ mtlfion Yuan:tUSSt:l.J6 nttlfio!J). Bemg now tfl(.far,e:st wnofesttf¢ Jl'l.:ir);et m Beumg, 
iis v~~etabfe: su!e~ :don¢ ·~ :able: to s~ilSfy .a. mmi ot llefJirt&:. vege.mbte. dem4lf!d {Quan. 
Pecsona1Commut!iCabM l9941 W~tr:tbles.at:CC~untfor the nt.'\jonr~ of !Stiles tn the Daz."longst 
matkct,.somcumc:sacc\>untlrigibr 65 {X"r t(nt Qf: lhe tumo,t:r m the market. whtle lish, ftulls. 
1l'le:i1: and pouJtl)· :uellle next: mosr il'lJPQI:tMt followed h}' gta1ns· and t.-dible oU. Sc:llers m 1M 

mar4t.AI'C: ~quued .to pay a ttadtng Cee. wblcb SJVI:Il government tegul!mun. CJ!l be up to ;i 

v.Uue of two pe.t tc:nt t)fthev turnover Howcwtr. me Da2hongs1 fiUl.ltet often charges to.wcr 
r.steh to en~~~ n"'-w ~llers t.P:uhooS~t \\'hofc:sak Msrlo:et l99J t nus •s tbe rnam ~\enue 
for attraenng. parttopanJ.5' l'rOI!lbtherma&ets. 

Thc.JJlonthly dara. wtucbarederwed !rom the wmy pnce and qtunllty figures. are obtillned hy 

t11e1ldmuustrotOI'$ of.the wbole.'late nwkc:t wluc:n ~lect a pacen~g,; fee cf euch ~lien trade 

~ datawerJ;. aggrega!edtnto the ca!e,g,onesof vegetables. grams. fruH~ tn!!iU ;~nd poultry. ~t,! 

aquaue: productS. An:lty.s1.s of the raw data mdt(lated that the maJOrHY tlf foods foHowcd <~ 

se:ssonul pattern The d<~t:¥ \'-len:. mete fore::~ ~a.'ir.m;tUy a~u.sted thtw.;g1l me a~~ of a ()enued I~ 

nt()Oihmovutg av(:rage t:>ec Kcnkd t989} Ptn:es. w~r.e adjusted U1 real pnees ustng the overall 
po(:e ind~x. !Qr Chma. wnb 1})91 as the base year tStatt StattMt<i.U Bureau of Chma 1994~ 
Estmw~ion was carrted out Vta a systc.ms ftltl(f~:;t which requttt::d me parameters f\Jt the <lquatK 

proouc.u, mo&:l fu .~ c-.i!G\date4 fwm the Engd cond;tw~V> rather than ilircc!ly esumated rhe 

honlo&c:MUY .Md :symmeuy .colidltt!lns.weu: foond not to hold. VIa tlv; bkd1h~"d rauo t~t. ~nd 

wer~ subst:quemly tmpos(t:!, 

t8t 

'Jk~ata quality; for. Jhi) s~u~yls ~ut*rtor tp dlJ!ll!sc.d tn ht<!~t 'l'}ic:YIQ}l~ stadic:~ •. ·~!bg .mQritffly; 
data:Qver· ~ ~tieKLof four )'etltS• Howc:vc:r1 tlle-f~ grt>up$·J~pr~tJt<:Qn~ll)' ~~~$~~~!!®: 
ot:.rormstancc,•tlte-lndivjQ'u.al"-'~~c;l:lblc:S Pt &min!i th,al~tl$¢ Stil'*· Thi~ (<Quti,lif!!lWlt~ upqn~
~l!rncy of d1Cc elasucm~.esUthated. E'unller, .as· ·tfie eb.lliU~Ittes~~ ~ql11W'~;il91~tiof(Om 
equations 01~ t8} and £9r. tt~ir .revet' or si~nUi~an<:e or $tandart1 devflit19rt is.·r~<>' 4irecUy 
avmlable. 

The tegrcssH.m resultsar~pres,eme,Hn>'r.able J. The. vJlluc:s gftfle·,plirlllneJer~:Qr Jhc.WAlP$; 
mode:! .:an bcdruerp~led ·as tl;e chan~~: in thehu:dgelsharc;: all<:ic*d lO";l produer,.r~$\llt!ng:Jl'()m 
euhet a one Yuan·pc:r ·lc.ilo ioc~ase in the pti~~ of ~ pr()duct' or ,a; pile Y~i: Jpl#Q.Sc: inr.the 

e.xpendifilre Vwtable, The t StatiStiCS tl!e~pbl'tcd'fll plir~i:ltbc~~ J:,etow;JtJ~ c{)C!fictclll$~. Tfle.:J{l 
value .for the System of 0<87 JS .reaSOrtabJy high ~d :th¢ spajotity ()( ~ cQI:ft)cic:(l~ ~ 
~ratlsucally stgnUltantarihe[lve per:c¢tlf.tevclAA4eYerlatthem()re· string~nt"nheper cent;li:Vel 
of su;nt11eanc~. In parttcularF all the own price cc:#t1cief!(5 ·ilfC. siglt.Jff¢ant arthc:':·fiv~; pet :e~fi{: 
level. wtth th~ only own price c()!:fficJent nono ~.sig!Uficll.QtatthC. one.¢rcen~ level ~ing: t}t.u. 

for gt(Qn, The ~pc:ndlture coefficients ~e afso Sl$nificant c:,~tcepr in lhC: :CAse: ot gr.Un lilld rr1Jit;. 
For the e:ross price ccx:flicieitts,the most s~gnifkant vruiable.s ~· for·veg~~{>t~s. wJtich·~an t>.e 
exphunedby thewsigmticant rolemtlleChme~d!et. Th:tfis. ln 3dditil)n to g(:ljps. Wgetaples 
fomltbe main component of theChint;se. diet, bc:i{lg used irJ. just abQut all di$1\es whcthet'tl!CY: 
bt! gram. meat or seafood based. 

The tstimnted pnce and expcnduure dasuciti¢S ..ue repoocd ln Table 2. AU the own pri~C: 
dusnc,ues rue tnel~tic. a c::mnmon obsc:r.vntion for fQUUl\. 1l1e majpnty of ~~ QwJt pnee 
dasucmes are negattve. as. expc.-cted: however, there are pQSitiVe QWJ\' priCi: d~liCiU<:i> fot ~rajn 
and aquauc produces The lack of a negauve price dastiqlty m .me 'Case pf .grnn~ as w,:ll ;lS jc:. 

bemg a nc:ct:ssJty, may rc:t1ect th¢ fact that gr:Uriis <! corrunoqity lhilthas expcncncc~ th¢ gr.:arc~t 
!c:vd of llltcrventmo from d1e govemment. Fot mostChinese, consumers. :i£1\J:Utc ptb\,iucts du 
not consutute a 1Jl:lJOr part of thetr diet, but rather .cQnSil!fled op special occ!lstQrts> In :SO!il¢ 

eases., aquaUI.! pr!)duciS may 1:1!: 1J>cd toifllluc:nce; guests and in such e~ the:. pQSit!vC: price 
el:~.~ICtty rtt<lY re!1ect the sl\Qo effect. \t/he:re. even tl!ougb the pnf.!e: or aqulltfC: ~pr(ldu~:ts ha$ 
rt:terl. the mdlv•du:tfs wish to &iYe the mwrc:sston lhatlh~.:.y ca.r still aff9rd it. 111¢ ~muinim; 

pnee dnsuauies .Ut have nc:g:uiv¢ ct~Cftict'enl~. Ttle most elasua responSt::.~ .ntt:,. ibt ftuil~ llnd 
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fll¢:it1ii\d p!.l<lltiy"~hde:gr.iln: and vcg~tab[esJ.remoch JcS$: 5em1uv~: tQ J;nct ~ltJJigcs. rr:l1e<:Uttg 

the:iril¢~itrn.1ture" 

N:taly'$u· c>fthe.cross pnce dasticmes lt\dic~s tfuU~ on average. \he qo~s pnce el:~.~nctuc-s ~ 
5ffi.1}Ier: .~ .tflc:. own. pnce elastidites.r particularly (or !ru1ts. Uowe><·er~ m the c-J.~e: of 

.v~ier•hl~, .;there :are. some very high ne~ativ~ .eros~ priCe elast!Ctll~ mdicaMg. strong 

;t;Q#lpfc:ll'ltent~tr:ny,. Th:U u •. as veg.:w.ble pnce$ fall, .not· only rue moJe veg~'ables .purchascq. but 

~$cnnw~ gt.un.:lTli::at llllU pou:tuy and aquaQe: products we purchased.. For msta.t:~ce, the em.!~~ 
price ~la.Stidty 'for ~ :ltld •pou!lty mdlcates ;I t.wo :lild a quaner percenr.age mcre:i.<Je 111 the 

.qt;i3llllt)l pfrne.<l(:ltid poultry consumed gwen a one pet tent d«rease til the pnee of vegetables. 
Tj)e•rt;as~t:why thc"...e· eross price c1a.sOtlt.ies are so high m:ly reflect: the (act thttt veg<:t!ibles 
~ vp ~uc:h '.l l<At$e Share of the consume~ budget, m wn1eh case '11. f:lll tn vegel11bk pnces 
provides thccollSumcrwith.astgrufi~t mcreas.e m mcome~ R:nher than :spend thi!t incre:ls~d 

tncom;e Ot\·Jhe. base 'diet .of vegetabtes. they prefer to complement the: vegetables through gr".lJn. 
r~·artd poultry and fist\. More specdk.t1ly. gram. meat and pouluy and aquaue products 
.tepres;ent •$tiUiller budget ~hates t.lwl: vegetables and thus .t .! or 3 per cent tm:rease ou thet.r 

eiperidirote ls mu.:h sn'Wier than .a 2 or 3 per tent tncrease (!o vegetable expendmm: The 
rtmaining~tP$S pnee· elasttctties are all much tower. and. m genera!. thc:tr )1gns Me" as ¢1.;fle<:U:d 

F«1n:st:l.riee~meat and.pouley as weft as aq,uatic prcxtucts ~ compl<:m<nts for 11egerubles and 

fruits, whHethey-areoSubsmutes fQreachother. 

'Uleesumated e.Jtpendituredastsctue:s are: posttive for aU fOOds suggestmg th:ll .15 ex~ndxture on 
d,ii:: food: grQup U}vdugated -th. ror.al H'1Cre<'!5es. expendtture on .all tile foods m uus group wtU 

lflCfea.se. TI!c'y .tOOf¢3te wt gtatnt rmd vegetables fl!e w;ty mud!. net:eli~ttl!:S wttlun the group 

FcuiB. ~·and pouJuy .and aquatic productS a!} bavt t'Xpe.tt~Jjrute ela'lueu.tes Above one. 

indiCi!Urtg tha~ .u ex penduwe on the whole group of foods wcreases. a greater percentage wilt 

be &peril' on fnJHl, IDeM .and .pPU}1f1• Md aquab;: products As toW expe.ndtmt;: tnctc:.s..~s. 

~pellditUfC' on '!iegetables.and gt:!ID wttl i!lStl f1SA: but at a much tuwer tate. uuplj'lng th.:~t we 
bQdg~ ~hlJre~offmie. me;u.tu\li p<;uiuy ,;ml$ aqu:Ule pn:i<luc& \lt"fU nse. 'Oi;fltft that of '<eg:etabie~ 

Md V..Uil wJU fall 5y tilt tfic lM~C$t .ex~ndtture da$Utltj' ~tot ttlenf a.'ld poltUcy' tmplymg t!taf 

tbtf U.\Qd ,&r®p is \!QOSCtdeted the ft'IO.St fUXUUOU!\ liDd re;;:etVe$ the $feil!C\t JOCfl!<l$e Ui JCIJlilUU .i5 

meo~'\e .a..'\dexper.dnure ~ 

T~tc: J pte~u. d.tun:.ttcd O'Nn pnce t'f.a.,-.uc:ueSc n:poned hen:: ~ tho~ uf pre .. ·toch st'Udtt~ 

PttOt tu :draw1ng wmpart.)J)tl'i• u t) tmp!')l'tlmt to nOte that tile ~tod1~:s u€ t.eWts .;tfld Andrews. 
f 1'289) :oWl PlitJ. ct at { l~J4b} lUI! ba.~d J)rt 198:£ II) I9K$ .lbd P18Z to i:QOO data S¢{'5_ 

te~1X:C:trv~ly, while t~ r&;lilainim~ sm!Jles UJl:,fl*tlqtt t92QJf~t:L · fuqficn.·ftti;>(i~~~l'!g~,'9~' 

Lewts und Andi'~ws tl989l~dthc:m,~~W~g,C195\4l~e not:tl~~a qnAID$ :m9ifeJg~woH¢.· 
U1e te~1.1fis of FMI ~:t :U tl~blanqJ.cwJ.S~dAJidrew$ et9~~l ~tor~mtal ~torA:tnlr. 
Muse ti11pQJt:l.tUJy. the tindlqgs of thtS'>tUdy wt:Jn*' onJJ'~flCS· t(t J)e base~;on.·.Whqles;l]~:: m~t 
data:md. ap:.t.rt·fromWu•et· al tt99.SJ.- rep~nt:t·muchmoredisaggregate4 d:if~l:lase. 

'fbe nmjo(ity ofc:sttmlitcd owrtprteeefasdcit1esfrom this stiJd)' he within~ ~1·tuJ~e pf'.~su~~$ 

from prevratts.studles. ln thet:;uettfgraitt Chcm,;and.WUJ)g(l9$'4}.aJsoJoun4·'ll,j:IQSitive QWir 

price elastscicy, whl!e tlie.pos'itive#astic!r}'let ~u;u:icp:'oducts ha$ nQ~ ·been·fquqdpreviot.lst}' .. 
The tughet prteeet4$tlciues (otftOJtS and:rt~eal and pot.iltiy · iu this $tu!iy ;;JJe coMlstent w~th·the: 
findtngsofprevtoos .studies as is the morednetasllcJC!fpbnsefot vegetl.lbles. This.conilitue.ii···t9 
supp911 the hypt.)tbe~iS; thaltra.innnd vegetables are :nece$sitic.s. wftile fruits. qie'.it at1d ·potiltry 
IUe®re pric-e respo~ivt .. ff!f~!l11$1hdrJJ}CI!eluxutious nl;ltore witmn thefoo<f: group, 

EstiOliltcd expenditure dastkitiesftir trus'lln~.prev1ous $nidies?¢ foun.djn.T01l:!le4, 1nc: result.S 
of Ol!Btudy <U't C(.lOSlSten~cwiUJ pteV\llU$' finding~. as. tl)e'eStiinateS:for nll the· fQods lie Within 
the rang!= of those ·previously estimated• '!:here are; howcvc:ct., some noteworthy difference$ 
llfl\OOg ·{he VllllO\J$ 5et$ O(.eStimli\eS. The ~pendltUfC, Cl:ISUcity (Or VCgetabfeS ·i,sc ]()WC( ~~f:uln 

three of ·the (our pcevious estimates wttlle the estilllak (()f meat., and poultry is hig~r: than ~ 
but .one oftbe. preVlCJS estimates. O)ven that the current study is based<on t:nuc}J more~~ent 
.data. this ~nlUcatl:S that a tower: p(OpQI'lt()O ofinq,:-3Sl:a \1xpenditUre: is now being aii~Jtcifto 
vegetable$. wh.i!e a largr;r propon.Jon is·being~l()Clltedto meat :arid pc:iultiy. 

VHf. lMPLICI;\'TIQNS 

The findings of thls .study suggesttfult the demandforindividuaUood gro~p{ in China ,appe3.t"S 

m be pnce mcfasuc. which tmpties lfia( ili<:rc:. i$ litile ~oeflt tO' lowering paces. However, the 
firn.!mg tfult Chmese ctinsutrleJs are most responsive to ·p(tce change~ for fruhs. and rne:at .and 
poultry sugg~tS thar the suwhc:rs and mru:ke~rsofthesecornmodirles.nce~ho be· more .flexible 

'¢fl tfie. vr:u:.m:g of dir:se cornmodiues. 

For etpendnure l!lP~ticttsei. the posmve .. :aluc:,s for aU fo~ .indicates that tf1e demand tor all 
ttle...e food~ wtU mc.re;ue :as..ntomc:. jfld thus c:~tpehditure til>e5. Ho\it¢ver. th~ firi(iiogs indlc:ue· 

th:lr the r.l!e ot t..1tpendnure on dl<: different (OQd groups will wuy. Spe~c;(fcaUy. :1 g~ur~ 

,Pfflf)OJlJOll Q( e~penditute WUi be:. 00 fruits. tne:lt U.Od p<)ti}Uy :mtf {lqU:ltiC products.. Thl; 
findm~ supporu ·.ll1<:: earlier iltSCti$SfQo th:lt Chinese .coMurnption haoits :ste c:(.;.ntinuing to 

dtl.lf18,¢ mward the.more uadittcmally non·~tnpl~:t®ds. 
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f:Otther;~hc,te.•ill}ts indl~ti: tha~ lhegrcwth areas ~in Clunese food 'onsumpuorlwlll be m Iron~. 
meat :i.nd ,t)()Uliry :an411sh. ln pUrtlcuras:, the v(ry large experidituce dastJCltJ' found for meaL 
,-jjt(1..:poultry·!mphelHhlll mi:.'lt und pQUltiy will t:.!lpcnence a subst:mnal growth u1 demand as 

Jncomertses hi Chtna. An:ureproducuon or 1mpon levels of meat rutJ poultry wr1L therefore • 
. need: to rise. This may cre:ne PppOtt:Unines for eJtpOnt~ of some o!' r·oese foods to Chm:t. 
A<id!tion:UIY+ it WtU create opportunnies for joim vennne interests in the meat and poultry 
industries. Tilt continued reduction to the government's mte,r:vc:nuon ltlth.:. mat and poultry 

\odusuy islikdy w create even greater opponumw:s. 

Allhougti !he t.naJor go Nth areas in Chinese food markets appear to be tn fruns. meat and 
poultry and flslt. the expendirure .c:la.suciuesfor both gratn$ and vegetables. of 0.85 and 0 7i 

respecuvely,.arestsU reasonably !ugh. Given the·hlgb lc:veh vt .:nosumpuon of these produc~ 
already, a!l.85 or0;71 pen:enUncrease mex~nditure. wnll rer:.pcct w a one per cerll mcrease 
in e.l(peMlture on the whole food group, represent$ a substrumaltrtcrea.~e tn the eonsumpuon uf 

grains or vegetable$. Therefore, tho: ptOducuon or supply of Uie~ cotnmodtues wtll n..: "'<i to 

rise. Howe.ver~ in the c~ of grain there does not appear to ~ muelt capactty for domesur. 

S\lpplier:S to meen.he increasmg demand. as the scope for any further mcreases m producuvtty 

forg~ain appears limited (Garnaot rutd Ma 192. pl05l. whllt nual mdu:.iriahsauon 1s hrruung 

the land,avaittible:for gr.IJn producuon. Funher. !llerr: wt11 be an assoc1ated tncieoc.ed demand 

for feed gr4lnS detwcd from the mcre~d demand for meat and poulLry products Therefore. 

t.ie prospectS forif.crease!'l grain expo~ to China appear prorrusmg There may r~.ho be: smnt.u 
opponuni~es 111 the. t'.tSe of vegetables, however. the heterogeneous nature t.)f the vegetables 
group implies that a rnuc:h more disllggregated ana!ys1s is requued to suggest spectfk tndtvtdual 

export opponunltlc:S. 

On 'the whOle; l.htre appear to be opportumues m a number ur the Chmese food mdusttle$ l1~e 

degree of tficse opponumues for any part1c1pant tn the mdustry or any exporter will sttll depend 
on Chinese govemrru:nt pohc1es penam,mg to that partlct.ltar mdustry and unpon regulattOn~ 
Marlcetforces, ho·.Never, appear tO play an mcreasmgly itgrufteant mle m shaptng t:tunese flmd 

markets. 

IX. CONCIAJDING COMME.~'!TS 

The fii1d1ogs of nus study, n1o.)t bke!y the first ba..o;td on wbofe5ale nwket data. ptu\'H.fe u1ietul 

ISlfonnaUQn on tfie rlemrurtf l}tfUcture of one .of the gmwmg wholesale f<Jod markets of CbtM 
Gnen tl!C ftkely continued growlb and rleve v 1•ment of thc:'\1: m~rket~ furtl1er ~tudil!'> 

mvestigaung the wholesale ,markets across the .· hole of Coma are war~nted to t.e~t tt~e 

~onsistcncy of the results of the current study •. 1r !l"Y dtvergt:n<:~ from them tn uddumn. ii 

1\\0(!! i.hsaggn:gated an:.Uysis !Jf the individilal' vegcw~fe:i'i gruihs, f,uits and: tllc~tS in. J~ 
whotesat~ ifl<lrkets may provide more plaU!iiqle empitjcal !cnPWJedge Oti (®<J ueffi~!l<f 

respotiStvc:ne:~s. · Finally. any studies 1h:n cou!d ~ undertaken acthe t(UULievel wotdd,a!SQ'Jle 

likely to provide sun more robust estimates off~ co115un1et l:iehavio!lrinChioa .. 
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