Deutsche Gesellschaft
fir Internationale
Zusammenarbeit (GIZ) GmbH

giz

SAL

Technology and Innovation for
Small Holders in China

Feeding the world’s rapidly
growing urban population

SAl Platform Conference
24-26 April 2017
Beijing

Executive Summary of the
background paper prepared for
the working session
co-organized by GIZ and SAl.

The background paper
introduces sustainability issues
in China’s agri-food sector,

and presents case studies of
how supply chain actors are
promoting innovation for
sustainability among their small
holder suppliers, including
through public-private
partnerships.

Please find the full report at
www.saiplatform.org.

This study was commissioned
by the Deutsche Gesellschaft flr
Internationale Zusammenarbeit
(GIZ) under its “Promoting
sustainable sourcing in the fruit
industry” project. The findings
and opinions shared in this
report are author’s, who was
solely responsible for generating
this research and content to
advise GIZ and SAI (Sustainable
Agriculture Initiative Platform).

Author:

Andreas Wilkes of
Values for Development
(a.wilkes@valuesfd.com)

Contact person for GIZ:
Danny Denolf
(danny.denolf@giz.de)

Contact person for SAl Platform:
Ruth Thomas
(rthomas@saiplatform.org)

Transformations in China’s
agri-food sector

China’s agri-food sector has developed rapidly in
recent decades. The value of agricultural production
accounts for about 25% of the total value of the
sector. Input supply, food and drink manufacture
and wholesale and retail trade are growing rapidly.
With rapid urbanisation and rising incomes,
consumers'’ diets have changed, driving growth of
cash crops (e.g. fruit and vegetables) and livestock
production. Although agricultural production is still
dominated by small holder farmers, agribusinesses
and modern supply chains have emerged. Changes
in farming practices, adoption of new technologies
and improved farming infrastructure have played
important roles in continued agricultural growth.
Government policies, backed by strong fiscal
support, have also promoted growth in productivity
and changes in supply chains.

Sustainability challenges

With a large population but limited land and water
resources, increasing productivity and yields,
increasing the efficiency of resource use, and
reducing environmental impacts of food production
are high priority concerns in China. Widespread
environmental challenges include the need to
maintain productive arable land area, improve soil
fertility, increase water and nutrient use efficiency,
and prevent pollution of soil and water resources.
More intensive production practices, longer
supply chains, increased food trade, transport and
processing have also increased the food safety
risks, and food safety is now a priority concern of
both government and citizens alike. Large-scale
migration to the cities has changed the structure
of the rural labour force, with women and elderly
people playing ever greater roles in agricultural
production. Both technological and institutional
innovation are relevant to addressing China’s
sustainability challenges.

Government policies

Many of these sustainability challenges are
addressed in a recently issued National Plan

for Sustainable Development of Agriculture
(2015-2030). Major reforms of food safety
regulations have also been underway. Government
policies strongly support continued technological
innovation in the agriculture sector, while also
promoting institutional reforms. Two important
policies are the promotion of markets for arable
land use rights, and the promotion of agricultural
cooperatives. Markets for arable land use enable
more efficient producers to engage in production.
Rights to use about 30% of China'’s arable land
have been transferred, about 10% of which has
been to agribusinesses. There are now more than
1 million farmer cooperatives, providing a range of
technical and marketing services to their members.
More recently, government policies have promoted
public-private partnerships to leverage private
investment in the agriculture sector.

Innovation for sustainability in
China’s agriculture sector

This report presents ten case studies of how
agri-businesses are addressing sustainability issues
in their supply chains, and ten case studies of
public-private partnerships to address sustainability
challenges. The examples cover a range of products
and services, and involve international and domestic
agri-businesses, small and medium enterprises

and farmer cooperatives, all of which work source
from farmers. The sustainability dimensions
addressed in the case studies include inclusive
growth (expanding market access for smallholders,
and increasing productivity and profitability);
addressing ecological challenges relating to land,
water, nutrients and resource flows; and improving
product quality and safety. Examples of public-
private partnerships address sustainability through
knowledge exchange and technology innovation;
testing and demonstration of existing technologies;
and the deployment of technologies and
know-how with public goods benefits possessed
by the private sector. Together, the cases exemplify
international and domestic input producers whose
core products have sustainability benefits; agri-food
companies whose business model depends on
enhancing sustainable practices within their own
supply chains; and companies promoting public
goods benefits in partnership with public sector and
in pre-competitive partnerships with other private
firms. The case studies highlight the following key
points:

Innovation for sustainability often depends on
partnerships, whether between public and private
sectors, with input, advisory service or technology
providers, or between suppliers and buyers in the
supply chain.

Innovations have stronger potential for uptake
when there are synergies between environmental
benefits and productivity, quality and profitability.
Improvements in economic outcomes may be
essential for incentivizing adoption of practices
with benefits for the environment and food safety.

In China’s rapidly changing economic context,
appropriate and effective strategies for promoting
sustainability will change over time and vary from
place to place. This suggests that there will be no
single approach that meets diverse and changing
needs.

Recent government PPP policies primarily

frame partnerships as a mechanism to leverage
private investment for public goods provision,

but addressing sustainability challenges is also
knowledge-intensive. Development of
pre-competitive partnerships involving the public
ector and private firms, who may compete in
other respects, may require strategic planning and
patient support.
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