o
:

A

7

)

L

Clriol

’

MAIN FILE NUMBER-£
DOSSIER PRINCIPAL

MAIN No.

DOSSIER PRINCIPAL

T-D.No.
D.T.

DEPABTMENT OF NATIONAL DEFENCE
MINISTERE DE LA DEFENSE NATIONALE

CONFIDENTIAL
CONFIDENTIEL

TEMPORARY DOCKET
DOSSIER TEMPORAIRE

P.A. Bk
CIRCULATION RANGER RAPPEL

REGISTRY ONLY
DEPOT CENTRAL

REMARKS

: Cancel
REMARQUES Date Init. Date

Annuler

Inspected ‘|Station No.
Inspecté Poste N©

INSTRUCTIONS

Temporary Dockets are to deal WITH ONE CASE ONLY.
Les dossiers temporaires sont créés 3 I'égard d'un SEUL CAS.

. T.D.’s NOT to be placed on main file UNLESS Records Management Office informed by File Control

Form DND 710.

Ne PAS placer un dossier temporaire dans le dossier principal SANS en informer le Bureau de la gestion
des dossiers au moyen de la formule DND 710.

. T.D. No. together with main file number to be quoted on all correspondence originated.

Mentionner le numéro du dossier temporaire et le numéro de référence du dossier principal dans toute
correspondance.

- Action should be taken as soon as possible in order that main file may be kept up to date. If action

cannot be taken within 48 working hrs., B.F. Docket.

Donner suite le plus t&t possible, afin de tenir le dossier principal 3 jour. Si non réalisable dans les 48
heures ouvrables, acheminer et inscrire une date de rappel.

. T.D.'s to be requisitioned, passed, B.F’d. etc., in the same manner as main files by means of Form DND
710.

Utiliser la méthode applicable aux dossiers principaux pour les demandes, acheminements, rappels, etc.,
des dossiers temporaires; employer la formule DND 710.

o

DND 704 (Sep 72

7%530.21.868-4319

000025




~_Document disclosed under the Access to Information Act

Intelligence Comité
Advisory Consultatif de
Committee Renseignements

PCO-BCP 119

a * | COPY NO./EXEMPLAIRE NO.:
Government of Canada Gouvernement du Canada 5 7
\ , :

Document divulgué en vertu de la Loi sur I'accés a l'information
CONFIDENTIAL 5
. ADC Kineys »

CAN/ AUST/NZ/UK/US EYES ONLY

INTELLIGENCE BULLETIN DE
REPORT RENSEIGNEMENTS
NO.: ; DATE:
IR/BR 26 |September 1984

46/84 le 26 septembre 1984

CHINA: Wheat Situation and Trade

*kkk %k

CHINE: récolte et commerce du blé

?
)

=
e
¥
A

CONFIDENTIAL T T R A
CAN/AUST/NZ/UK/US EYES ONLY N 00026



" ADVISORY COMMITTEE.

e B U T O T T T T ——

T e ~-Documen:t:divulgaé .er;v.Véﬁaﬂe—?-'}g{b}i}?i;"f;ﬁ:ci'—é}%--I;ihfa}r_ndtio'rf

THIS RECORD MAY BE SUBJECT TO MANDATORY EXEMPTION
UNDER THE ACCESS TO INFORMATION OR PRIVACY ACTS.
IF A REQUEST FOR ACCESS IS RECEIVED, NO DECISION
TO DISCLOSE SHOULD BE TAKEN WITHOUT PRIOR
CONSULTATION WITH THE SECRETARY, INTELLIGENCE

~

CE DOCUMENT PEUT FAIRE L'OBJET D'UNE EXCEPTION
OBLIGATOIRE EN VERTU DES LOIS SUR L'ACCES A
L'INFORMATION ET SUR LA PROTECTION DES
RENSEIGNEMENTS PERSONNELS. AUCUNE DECISION
RELATIVE A UNE REQUETE DE COMMUNICATION NE POURRA

ETRE’PRISE SANS LA CONSULTATION PREALABLE DU
SECRETAIRE DU COMITE CONSULTATIF DES
RENSEIGNEMENTS.

THIS DOCUMENT IS THE PROPERTY OF THE GOVERNMENT OF
CANADA AND IS PROVIDED ON CONDITION THAT IT IS FOR
USE SOLELY BY THE INTELLIGENCE COMMUNITY OF THE
RECEIVING GOVERNMENT AND THAT IT NOT BE
DECLASSIFIED WITHOUT THE EXPRESS PERMISSION OF THE
GOVERNMENT OF CANADA.

LE PRESENT DOCUMENT EST LA PROPRIETE DU
GOUVERNEMENT DU CANADA. IL EST COMMUNIQUE SOUS
RESERVE DE SON UTILISATION PAR LES SEULS SERVICES
DE RENSEIGNEMENTS DU GOUVERNEMENT DESTINATAIRE ET
A LA CONDITION QUE SA COTE DE SECURITE NE SOIT PAS
SUPPRIMEE SANS L'AUTORISATION EXPRESSE DU
GOUVERNEMENT CANADIEN.
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CHINA: Wheat Situation and Trade

Summary

1. Chinese expectations of record wheat output and
domestic state - procurements - this. year  point. to . a
substantially lower level of wheat dimports from grain
exporting countries, including Canada. Imports of wheat by
China rose by two-thirds in the period 1978-1982, as the
government sought to compensate for an anticipated reduction
in output and in state acquisition of domestic grain. New
farm policies introduced in 1979, however, have led to an
unexpectedly quick rise in wheat output, a development which
is prompting China to reconsider its grain import policy.
Multi-year grain agreements signed in 1981/82 with Canada,
Australia and the USA, China's major suppliers, are about to
expire and there 1is doubt that China will conclude new
agreements of this type in 1985. Freer movement of wheat
from the interior to the eastern seaboard could produce
periodic buildups in some coastal cities causing China to
export small quantities of wheat. (CONFIDENTIAL)

(Version frangaise au verso)
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"SAUF INDICATION QONTRAIRE

RESERVE AUX ETATS SUIVANTS:
CDA, AUST, N-%Z, ROYU, E-U

"CHINE: récolte et commerce du blé

- Résumé : _ : _ ;

1. Les prévisions de la Chine quant a la production
record de blé et aux acquisitions que 1' Etat pourra faire
sur le marché intérieur cette année  laissent présager une
baisse considérable du niveau des importations en provenance
des pays exportateurs de céréales, dont le Canada. Les
importations de blé de la Chine ont augmenté des deux tiers
au cours de la perlode 1978-1982, 1le gouvernement ayant
cherché a compenser une ‘réduction prevue .de. la production et
de l'acquisition par 1' Etat des céréales du pays. Les
nouvelles politiques agrlcoles adoptées en 1979, cependant,
-ont donné lieu inopinément & une augmentatlon rapide de la
production du blé, fait qui incite la Chine d reconsidérer
sa pollthue a' 1mportat10n des céréales. Les accords
céréaliers pluriannuels signés en 1981-1982 avec le Canada,
1'Australie et les Etats-Unis, principaux fournisseurs de la
Chine, sont sur le point d'expirer et il n'est pas sir que
la Chine conclue de. nouveaux accords de ce type en 1985. Un
mouvement plus libre du blé, de l'intérieur vers le llttoral_
" oriental, pourrait provoquer dans certaines villes cdtiéres
des accumulations périodiques qui pousseraient la Chine a’
exporter de petites quantités de blé.

(CONFIDENTIEL)

RESERVE  AUX ETATS SUIVANTS: - -

SAUF INDICATION CONTRAI RE

CONFIDENTIEL
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Background

2. Chinese expectations of record wheat output and
domestic state procurements this year point to " a.
substantially lower ~level of ~wheat imports from grain -
exporting countries, including Canada. Official Chinese
sources have indicated that China's 1984 wheat crop will hit
a new peak of about 85 million metric tons (mt). This is
more than three times the quantity of wheat produced- by
Canada last year (25.8 million mt) and makes China the
largest producer of wheat in the world, ahead of both the
USA and the USSR. The record crop will enable the. state to
purchase about 22 million. mt of wheat from domestic
producers. . Internal procurements this year are up about
five million mt compared with 1983, or by nearly 45 per cent
of China's total wheat imports in calendar year 1983.
(CONFIDENTIAL)

3. Imports of wheat by China rose by two-thirds in
the period 1978—1982 as the government sought to compensate
for an anticipated -reduction 1in state acquisition of
domestic grain. Lower state acquisitions were envisaged in
keeping with the dramatic changes in China's economic and

farm policies introduced in 1979, which involved the return
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of a quasi-private farm system. These policies were
expected to produce changes in c¢crop structure and
uncertainties in grain output. Although significant changes
in crop structure occurred, yields rose substantially with
the result “that -output and domestic purchases increased,
rather than languishing or declining. Thus, state purchases
of domestically produced wheat rose sharply in 1983 to
nearly 17 million mt, and wheat imports declined from their
1982 peak of 13.3 million mt to 11.4 million mt.: As a
result, internai state purchases for the first time since
1979 amounted to well over ong—half of total wheat
procurements. (CONFIDENTIAL)

4, A fall in Chinese demand for overseas dgrain was
indicated as early as the end of last year when orders for
delivery of Canadian wheat in the first six months of 1984
declined. It is likely that a number of factors contributed
to the fall in import demand. China's Commerce Department
probably had a highly favourable wheat inventory as of 31
March, 1984 (the end of China's 1983/84 grain procurement
year), as a result of the 1983 harvest. The 1984 winter
wheat harvest (which accounts for 90 per cent of China's
total annual wheat output), was expected to be good, based
on increased 1983 sown acreages and larger capital inputs

0'0/4
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(primarily machinery and fertilizer). Finally, by the end
of May, authorities would have had good indications of
favourable wheat yield prospects. (CONFIDENTIAL).

5.- - At the end- of July, China's total purchases of
offshore wheat for shipment during the current calendar year
amounted to about 8.0 million mt. While additional .
purchases for shipment prior to 31 December may still be
made, it appears unlikely that shipments will reach the
annual 11-13 million mt range for the period 1980-1983. It
is possible that the final figure may not exceed the 8-9
million mt imported in 1978-1979 when current farm policies
were in process of development and introduction.
(CONFIDENTIAL)

6. China signed three to four-year grain agreements
with Argentina, Australia, Canada, the EEC (France) and the
USA covering calendar and crop years for the period 1981/82
~ 1984/85. The agreement with the EEC expired in 1983 and
was renewed for a three year period ending 30 June, 1986;
those with Argentina, Australia and the USA will expire at
the end of 1984, and that with Canada on 31 July, 1985.
The arrangement with Canada covering its three crop years
1982/83 - 1984/85 calls for total deliveries in the range

.00/5
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of 10.5-12.6 million mt. To date, Canada has sold 9.1
million mt under its agreement, including 1.4 million mt for
each of January-June and July-December 1984, -and 0.5 million
-mt of frost-damaged wheat outside the agreement, If China
is” to meet its minimum commitment to Canada, it would have
to order a final 1.4 million mt for delivery before 31 July,
1985. The total value of minimal deliveries for the life of
the agreement amounts to about Cdn $2.5 billion.
(CONFIDENTIAL)

Prospects

7. China's aim in signing the 1981/82 agreements was
to provide a stable basis for larger wheat imports at a time
when increases in domestic wheat production were uncertain.
The unexpectedly quick rise in wheat output and subsequent
" decline in grain import requiréments is prompting China to
reconsider its grain import policy. Some Western observers
now doubt that China will want to conclude in 1985 new 3-4
vear grain agreements of the type signed 'in 1981/82 with
Canada, Australia and the USA, its major suppliers. If new
multi~-year agreements are requested by the PRC, those
proposed may involve lower minimum quantities than the

levels stipulated in earlier agreements, at least for the
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next few years. (CONFIDENTIAL)

8. China's wheat imports in 1985 and the succeeding
medium term will depend on domestic harvests and
procurements, and- on a possible. increase in the internal
demand for wheat as a result of ‘improved internal
distribution. China's wheat harvests may continue to
increase in the next few years, but probably not by as much
as the average of about 8 million mt in the three year
period 1981-1984. Rising output would increase domestic
state—-controlled procurements and these could move into the
25-30 million mt range, equal to total annual domestic and
foreign wheat purchases during 1982-1984 (see the attached
table). Improving farm skills, as well as more and better
machinery and equipment, fertilizers and seeds will tend to
ehcourage riSing output, but a fixed acreaée, weather and a
seriously falling water table in key, irrigated, winter
wheat areas may restrain yield. (CONFIDENTIAL)

9. _ Under these conditions, we believe that imports
are not likely to exceed 8-9 million mt unless an increase
in internal demand occurs. Although the government has been
energetically promoting rural, inter-urban and inter-

provincial grain trade in recent years, the underdeveloped

.I./7
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condition of China's road and rail system impedeé a quick
and substantial buildup of activity. Gradual improvements
are likely, nevertheless, and it 1is possible that an
increased internal market can be developed which will absorb
greater quantities of grain. - If so, the quantities
available to the. Commerce Department for distribution in
grain deficit areas could ultimately be restricted and

imports encouraged as an alternative source of supply.
(CONFIDENTIAL)

10. Imports of 8-9 million mt of wheat can probably
easily be utilized in heavily populated urban and suburban
areas in the eastern seaboard. Wheat procured by the state
both internally and externally is pooled by the Department
of Commerce and used to supply grain deficit urban and rural
areas. We believe that imported wheat is used largely to
supply the northeastern and possibly southern seaboard,
while internally purchased wheat 1is redistributed within
interior areas and to some central seaboard cities,
including Shanghai. Supply of these areas from abroad has
the advantage. of reducing pressure on the overburdened rail
system connecting seaboard and interior production areas.
Nonetheless, wheat shipments from the interior to the

seaboard could increase this year because, for the first
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time, farmers are permitted to purchase, transport and
market wheat in adjacent c¢ities, counties and provinces
during the officially designated state procurement season.
Freer movement of wheat could produce periodic small
buildups -in some -coastal cities for which no storage could
be found and which the authorities might, therefore, decide
to export. (CONFIDENTIAL)

.I./9
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TABLE

CHINA: Grain Harvests, State Purchases and Imporfs, 1978-1984
) (million metric tons) '

1978 1979 1980 1981 ~ 1982 1983 1984

1. Total Grain Harvest 304.8 332.1 320.6 325.0. 354.6  387.3 400 p

2. Internal State - 51.3 52.88p 49 p 62.55 73 . 80 p- 85 e.
Purchases of All
Grain, including
Rice and Wheat

3; Summer Grain Harvest, 59.4 64.9 57 60 p 74.5 84 88.5
including Wheat,.
Barley and Rye-

4. Wheat Harvest, . - . 53.8 62.7 55.2 59.6 68.4 - 8l.4 85 e
including Spring
and Winter Wheat

5. Internal State - . NA - 12.7-13.7 8.2-8.7p 9.6p 12.03p 1l7e 22 e
Purchases of wheat(D)

.4 10.9 13.6 13.5 15.6 13.1p
-O

6. Total Graih Imports; 9
of which, Wheat 8 8.3 11.8 12.7 - 13.3 11l.4e 8 e
7.  Wheat Imports from 3.3 2.7 - 2.6 3.1 3.5 4.6p 2.8e -
Canada
8. Wheat Imports plus 21.5 20.2 22.3 25.3 28.4 30 e

Internal State
Wheat Purchases
(Row 5 + Row 6)

9. Total State Grain 60.7 63.78 - 62.6 . 76.05 88.5 93.5 NA
Aquisitions - ' ' :
l(Row 2 + Row 6)

* p-preliminary
e-estimate .
n-1979-1982 figures relate to summer gralns whlch were largely wheat but
included some barley and rye .
NA~-not available

CONFIDENTIAL
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