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ABSTRACT

Since 2000 China has started to strengthen its agricultural co-operation with Africa in
trade and other commercial activities. It has also increased its agricultural investment in
Africa. With China’s rapid economic rise, the global economic downturn and its uncertain
recovery, and the challenge of climate change, China’s agricultural investment in Africa has
developed against a backdrop of closer economic ties with the continent.

Although agricultural growth has increased in Africa in recent years, food security
remains a severe challenge. International organisations and programmes, such as
the UN millennium development goals, have called for greater investment in Africa to
reduce poverty and eradicate hunger. Despite international and local concerns, China’s
investment in Africa in infrastructure and agricultural technology and training could facilitate
agricultural growth in Africa. China itself has demonstrated sustainable growth in agriculture,
improvement in the livelihood of small-scale farmers, and success in reducing rural poverty.

The paper analyses the driving factors behind China’s agricultural investment in Africa,
particularly from the perspectives of economic development and market factors, and
concerns about food security. It considers the implications of China’s experiences in terms
of institutions, productivity and technology. Finally, the paper addresses the issues of the
‘Green Revolution” and ‘green technology’ in the context of China’s agricultural investment
in Africa, and suggests policy recommendations for further studies.
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UNDERSTANDING CHINA'S AGRICULTURAL INVESTMENTS IN AFRICA

INTRODUCTION

ince 2000 China has accelerated its investment in Africa significantly. According to
S the 2010 China—Africa Trade and Economic Relationship Annual Report (CATERAR), its
foreign direct investment (FDI) in Africa increased from $220 million in 2000 to $1.44
billion in 2009, reaching $13.04 billion by 2010. For the first half of 2011, China’s non-
financial sector FDI achieved $820 million.> China’s FDI in Africa has increased rapidly
and has diversified its approach to include central government-led, stated-owned and
private investments. China—Africa relations broadly address issues of politics,* trade
relations,” and anthropology and sociology.® China is rapidly becoming an important
aid donor and investor in Africa,” and is using the continent not only as a source of
raw materials and potential new markets, but also to bolster its own position on the
international stage.®

For some observers, China’s agricultural investment in Africa has been a source of
friction in the relationship,” with speculation that China may join the export-oriented
‘land grabs’ by big transnational firms that have occurred since the food crisis in the
developing world began with price spikes in the late 2000s.'° However, China also
has much to offer Africa in terms of lessons learnt from its own success in agricultural
growth, alleviating poverty,'' and achieving the Millennium Development Goal (MDG) 1
in its eradication of extreme poverty and hunger. Indeed, China’s involvement in Africa’s
agricultural sector is already evident with FDI totalling $30 million in 2009.'* China’s
official data shows that agriculture was just 2% of its total FDI in 2009. However, its
investments are expected to increase in Africa’s agro-processing, resource-based agriculture
and agricultural commodities.'®> Chinese projects in Africa involve a wide range of sectors
in agriculture. These include agribusiness,!* investments and development projects.'’

China’s own experience in agriculture is perhaps as impressive as it is relevant to many
countries in Africa. Chinese agriculture has been fundamentally important to its economic
development. Before reform started in 1979, China was an agricultural society, with
more than 80% of its population living in rural areas. The majority of these people were
poor, and hunger and poverty were widespread. China’s economic reform started in the
agricultural sector and led to rapid agricultural growth and poverty reduction, its success
gaining world-wide recognition. China clearly demonstrates that poverty and hunger
can be mitigated significantly by empowering agriculture in its economic development.
Indeed, the World Bank states that China’s agricultural growth was three-and-a-half times
more effective in poverty alleviation when compared with growth in other sectors of its
economy.'® China reduced the number of people living in poverty in rural areas from 85
million in 1990 to 35.97 million by end of 2009, thereby achieving the target of halving
the proportion of people living in poverty addressed by the United Nations Development
Programme (UNDP). Globally, the greatest reduction in poverty occurred in East Asia and
the Pacific, where the poverty rate declined from 78% in 1981 to 17% in 2005 and the
number of people living on less than $1.25 declined by more than 750 million. Much of
this decline was in China, where poverty fell from 84% to 16%, leaving 627 million fewer
people living in poverty.*’

In contrast, agricultural growth in Africa has been slow. Poverty in Africa is
predominantly rural.'® In most of the region’s countries, agriculture employs 60-80% of
the labour force and is home to the vast majority of the poor.'” The last 30 years have
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seen minimal gains, and in some cases marked declines, in agricultural productivity and
food consumption per person. Africa’s solution for eradicating hunger and reaching the
MDG 1 remains its highest challenge. Globally, the number of people living in absolute
poverty has been in decline for around 25 years, yet in Africa this continues to increase.*
Although over 70% of the continent’s poor live in rural areas and depend on agriculture
for their food and livelihood, financial development assistance from international aid
programmes and organisations has decreased over the past two decades.?! In 2004 Africa’s
agricultural sector received just 4% of Official Development Assistance (ODA), compared
with 17% in 1977.% There has been limited investment in rural areas during this period,
including in rural roads, with most small farmers receiving very little aid.?*

Agricultural investment is imperative for targeting the MDG 1, particularly in Africa.
The UN Food and Agricultural Organisation (FAO) estimates that an extra $30 billion per
year needs to be invested in agriculture and safety nets to ensure that the MDG 1 target
of halving the number of hungry is met by 2015. African countries have the highest rate
of malnourished and undernourished people in the world. China’s investment in African
agriculture is particularly timely in light of the recent strengthening of China and Africa’s
economic co-operation. However, existing research lacks evidence on the correlation
between China’s investment and Africa’s agricultural growth and poverty reduction.
Given the paucity of data, it is hard to assess the impact of China’s investment in Africa,
except in an anecdotal sense. It is important to understand why China has accelerated its
agricultural investment in Africa, and the extent to which China’s investment has had an
impact on African agricultural growth.

ANALYSING CHINA'S AGRICULTURAL INVESTMENT IN AFRICA

Under its 10" Five-Year Plan for National Economic and Social Development (2001-05),
China adopted a strategy of international co-operation to strengthen its outward economic
development, referred to as its ‘going out’ (zou chu qu) strategy. The agricultural sector is
an important composition of its ‘going out’ strategy policy and its goal to ensure domestic
food security.** #° China has provided aid to Africa, including its agricultural sector,
since 1956.% The aid programmes in African agriculture were subsumed under China’s
diplomacy and, although limited, helped to pave the way for their current agricultural
co-operation.?’

China has carried out a series of policies encouraging well-established Chinese
enterprises and private companies to undertake agricultural investment and development
projects abroad, including in Africa. Recently Chinese overseas farming has enhanced
partnership programmes through bilateral investment treaties (BITs). By the end of 2005
China ranked second worldwide in terms of the number of BITs concluded, with 117
agreements in total, including 28 with African countries. China’s encouragement and
incentives have promoted FDI outflows, such as foreign exchange polices; special and
general tax incentives; credit and loans; foreign exchange allowance; and favourable
import and export policies, such as quotas and tariffs. China’s policy to encourage
outward investment has encountered two main barriers. These are approval procedures
for investment projects and the transfer abroad of foreign exchange or other assets for
investment use.”® For instance, Chinese local enterprises may need to process their
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approval procedures for FDI projects at provincial level in order to invest or conduct
businesses overseas. However, some banks, fund management and insurance companies
are allowed to use respective channels to gather funds and purchase foreign currencies to
engage in outward FDI. Deregulation of supervision and permission also includes foreign
current accounts. Chinese individuals are allowed to use Chinese yuan (CNY) to exchange
foreign currency at a certain level from banks.

Since the third Ministerial Conference of the Forum on China—Africa Cooperation
(FOCAQ), held in Beijing in November 2006, China has accelerated agricultural
investment in Africa, using old ties to build new partnerships of co-operation. At the
High-level Symposium on China-Africa Cooperative and Investment,” held in Beijing on
September 2011, the minister of the Ministry of Commerce of China (MCC) Chen Deming
stated that there were several important issues that needed to be addressed to assist
African development. He noted that despite Africa’s rich resources in land, hunger issues
had yet to be resolved. The minister stated that China had adjusted its aid policy in Africa
in recent years, changing its priorities from areas such as construction to agricultural
development, health and education — with agriculture and food issues as the top priority.>°

At present, the key actors and stakeholders of China’s investment in Africa’s
agricultural sector include policymakers, academics, state-owned companies, specialised
banks and private enterprises. The structure of China’s government includes national-level
and provincial-level departments, municipalities, as well as autonomous regions.

Box 1: Key actors and stakeholders of China's investment in Africa

China's government (policymakers) in charge of agriculture and commerce, such as China’s
Ministry of Agriculture and Ministry of Commerce.

Provincial municipalities and autonomous regions.

Academics in universities or research institutes, and agro-industries at national or regional
level; relevant co-operative platforms such as China—Africa co-operative forums and
China-Africa development funds.

State-owned agricultural corporations and enterprises, such as the China National
Agricultural Development Group Corporation, China State Farms Agribusiness Corporation,
China Oils and Foodstuffs Corporation, and private entrepreneurs.

State-owned banks, such as the Export-Import Bank of China (China Exim Bank) and
China Development Bank (CDB).

Source: Author’s own

China’s overseas farming investments comprise two key categories of enterprise
management: private enterprises and state-owned enterprises (SOEs). Originally Chinese
SOEs mainly conducted their agricultural business in Africa. Since the mid-1990s
these have been joined by many private agricultural enterprises, most of which have
been small-scale enterprises. Since 2005 a new family of small-scale private enterprises
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have established themselves in Africa. These enterprises are highly flexible and adapt
quickly to local conditions. However, they are less competitive than the SOEs with the
latter’s greater financial and human capital resources which results in track record of
winning state-funded aid projects in African countries. For instance, China State Farms
Agribusiness Corporation (CSFAC) began its investment in Africa as long ago as 1990,
conducting mainly aid projects. In recent years the CSFAC has also adopted different
channels of investment, including FDI in Africa. It continues to invest in aid programmes,
which enables the corporation to obtain loans from China’s government support funds for
financial aid programmes with relative ease. The CSFAC has demonstrated the importance
of capital support for successful agricultural investment projects, such as its investment
in the China—Zambia Friendship Farm.

In recent years China’s banks have also engaged in African agriculture. China Exim
Bank, the CDB, Industrial and Commercial Bank of China and other financial institutions
have extended substantial commercial loans to African countries.”® Supported by the
CDB, Zimbabwe and China signed an agreement worth $585 million aimed at reviving the
southern African country’s agriculture, health and mining sectors.’? Chinese academics
have also been involved in research related to African agriculture. These include the
African Studies of the Chinese Academy of Social Sciences, the China—Africa Research
Centre of Zhejiang Normal (Shi Fan) University, and other institutes at both national and
provincial levels.

Accelerating China's outward investment

For more than two decades now China’s economy has benefited from its market-oriented
reform in line with its opening-up policies. Sustained growth has led to advantages
in economic scale and capital resources, which have enabled China to build sound
foundations on which to launch its ‘going global’ strategy. China’s advances in agricultural
technology, such as hybrid rice breeding, have also helped to accelerate its outward
investment, together with its accumulating capital resources and outward investment
policy.>

Since the 1990s China has carried out its policy of an export-led economic
development strategy which has resulted in rapid growth in FDI inflows. By 2010,
China’s accumulated FDI inflows reached $105.7 billion, according to the MCC. This has
contributed to its current position as the world’s leader in foreign exchange (FX) reserves
with reserves of $3197.5 billion in June 2011. However, in comparison with China’s FDI
inflows, its outflows remain small. The ratio of China’s inflows to outflows is 1:0.09. This
is not only much lower than average level of developed countries’ ratio of 1:1.14 but is
also below the world average of 1:1.11.>* Thus China’s FDI inflows and outflows show a
serious imbalance that is not evident even in developing countries.

China has accelerated its outward FDI across the world since 2004. China’s FDI
outflows have increased by 123% from 2004 to 2005. The annual FDI outflows increase
averaged 46% between 2001 and 2010. FDI outflows reached $68.8 billion in 2010
according to the MCC, and accounted for 5.2% of the world total in 2010.>> In 2009
China’s FDI accounted for 5.1% of the world’s total, ranking it number one among
developing countries and fifth in the world, according to the 2010 World Investment

Report.*®
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China has also increased its FDI in Africa substantially since the third Ministerial
Conference of FOCAC in 2006.

Figure 1: China's FDI outflows ($100 million), 1990-2008
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Source: MCC, 2009 Statistical Bulletin of China’s Outward Foreign Direct Investment. MCC, National
Bureau of Statistics of China & State Administration of Foreign Exchange of China, Beijing, 2010

Figure 2: China's outward FDI stocks in Africa ($10,000), 2003-09
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Source: MCC, 2009 Statistical Bulletin of China’s Outward Foreign Direct Investment. MCC, National
Bureau of Statistics of China & State Administration of Foreign Exchange of China, Beijing, 2010

As reflected in Figure 3 on page 10, China’s outward FDI cumulative stocks in agriculture
are only 3.1%. This is small compared with other sectors in Africa but is expected to
increase, with agricultural co-operation becoming a priority for policy-makers in China
and some African countries. China’s investment in Africa’s agriculture was more than $134
million in 2009, and it established 50 agricultural enterprises and over 100 farms.*” China’s
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investment approaches have also diversified, for instance through development funds
and financial assistance. The China—Africa Development (CAD) Fund was established
on 14 March 2007 and is funded fully by the state-owned CDB, which has been a key
institution in supporting China’s infrastructural development and the promotion of basic
and strategic industries. The CDB has played a pivotal role in funding new development
projects and advancing economic development in areas such as agriculture and public
infrastructure.”®

Figure 3: China's outward cumulative FDI stocks in Africa by industry (%), 2009
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Box 2: China's financial investment in Africa

Chinese companies and the CAD Fund launched a project worth over $20 million for cotton
cultivation and processing in Malawi. In 2009, through its ‘company plus farmers’ approach,
this project involved over 50 000 farming households to grow cotton. They processed

17 000 tonnes of seed cotton and produced 6 800 tonnes of lint.

Source: China, MCC, CATERAR (China—Africa Trade and Economic Relationship Annual Report).
Chinese Academy of International Trade and Economic Cooperation, Beijing, 2010

China is entering its new development era for agricultural investment in Africa under
global economic uncertainty. This pertains particularly to the financial crisis in the US,
as China’s FX reserves are composed mainly of US dollars in the form of US treasury
bonds.*® The Chinese government has been under pressure from Washington and other
trading partners to ease currency policies and other measures, which they claim keep
the CNY undervalued and swell China’s trade surplus.”” Moreover, China has recorded
high levels of inflation, which was 6.2% in August 2011 and far higher than the US rate
of 3.8% at the same time.*! The president of the World Bank, Robert Zoellick,** cited
inflation as China’s most important issue. He suggested that CNY appreciation would help
to ease inflation, because ‘an appreciated currency lowers prices at home of the foreign
goods.” Chief economist at the Bank of Communications, Lian Ping,* said that the CNY
appreciation should not be the only way to curb inflation. These factors might also be
considered as one of the drivers accelerating China’s outward FDI in African agriculture.

Market-driven factors

China has become the world’s largest importer of several agricultural commodities to
feed its ravenous economy. It is the world’s largest importer of oilseeds, and is set to
increase these imports, as well as those of vegetable oil, palm oil, soybean and rapeseed.
The Food and Agriculture Policy Research Institute (FAPRI) has forecasted that China’s
soybean imports will increase from 33.7 million tonnes in 2007/08 to 52 million tonnes
by 2017/18. Following this period China will account for 78% of the world’s growth in
soybean imports, with world soybean trade projected to increase significantly by more
than 27 million tonnes.** China’s palm oil imports are predicted to increase from 5.5
million tonnes in 2007/08 to 10.8 million tonnes in 2017/18. Overall, China’s import
demand for agricultural products is expected to grow at double-digit rates over the next
25 years.”

China’s high demand for agricultural-processing and livestock-feed industries could
place pressure on domestic supplies of corn (maize). The Chinese government does not
encourage production of biofuel through corn. In the long run, China may become a
net corn importer,* and shift from being a net wheat exporter of 2.3 million tonnes in
2007/08 to importing 1.4 million tonnes in 2017/18. It is also expected to increase its
cotton imports from 3 million tonnes to 6.1 million tonnes during the same period.*’

China is also increasing its investment in Africa’s biofuel agricultural products. It is
making efforts to diversify its structure of energy resources in transferring from fossil
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fuel to biofuel production, to mitigate the impact of climate change and to improve
environmental conditions. China’s government has stated that the country will use minor
crops, such as cassava, palm oil and sugarcane, rather than staple food crops to produce
biofuel. The Chinese government still emphasises safeguarding food security as its top
priority. Domestically, China is facing serious challenges of meeting its food consumption
and biofuel production requirements with the current scarcity of land resources.
Accordingly, China’s government has accelerated its imports of agriculture-related raw
materials for biofuel production from Africa.

Box 3: China's investment in biofuel products from Cameroon

In 2006 the state farm of China's Shanxi Province announced its establishment of a
5 000-hectare rice and cassava plantation in Cameroon. The project will be financed by
FOCAC funds through China Exim Bank at a cost of $62 million.

Source: Jansson ], Patterns of Chinese Investment, Aid and Trade in Central Africa (Cameroon, the DRC
and Gabon), Briefing Paper. Stellenbosch: Centre for Chinese Studies, 2009

China is the world’s largest cassava importer and Nigeria is the world’s largest cassava
exporter. Nigeria produces 120 000 tonnes of cassava annually, of which 5 000 tonnes
are exported to China. The country hopes to receive 5 billion Nigerian naira (about
$38 million) from cassava exports every year.* In addition to China, Brazil and India are
also interested in investing in Africa’s biofuel production. For instance, India has recently
pledged $250 million to a West African Biofuels Fund.*

Box 4: China's biofuel investment in Mali

In 2009 Chinese companies invested in a 60-hectare experimental plot to cultivate crops
including wheat, corn and sorghum. Chinese firms have also signed contracts with the
Malian government to establish a joint venture in sugar production. They plan to process
6 000 tonnes of sugar cane daily, and to produce 100 000 tonnes of white sugar and 9.6
million litres of alcohol yearly.

Source: China, MCC, CATERAR, op. cit.

Biofuel production has changed China’s agricultural structure and has contributed to
China’s investment in African agriculture. The rapid growth of the biofuels industry has
contributed to major structural changes in global agricultural production.® In particular,
the profitability of growing crops for biofuel feedstock is an important incentive for private
investment in this activity.”!

Given the sheer size of China’s market, even a relatively small change in China’s food
consumption pattern may have a major influence on the global agricultural commodities
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t.SZ

market.”* China is set to increase its agricultural investment in Africa, with the Chinese

government encouraging companies to invest.”?
Challenges of global food security

Food security is becoming a global concern with the increasing squeeze on water, land and
energy resources, as well as volatility in world food prices and concern about the impact
of climate change on agriculture. Growing competition for these resources, in addition to
the overexploitation of fisheries, is affecting the ability to produce food and exacerbating
the impact of food production on the environment.”* During 2006-08 food shortages
became a global reality, with the escalating prices of commodities beyond the reach of vast
numbers of people. International agencies were unprepared for these shortages, and the
World Food Programme warned that rapidly diminishing food stocks might not be able to
address the crisis.” By 2020 it is estimated that there will be an extra 1.5 billion mouths
to feed.”

In 2008 the world emerged from the food crisis.”” The crisis has forced the international
community to reassess whether, and how, the current global food production system will
be able to meet various challenges, including reaching the MDG 1 target on hunger and
poverty. A recent World Bank study shows that a further 44 million people have been
pushed into poverty due to the price increase of many agricultural commodities by more
than 25% from June 2010 to December 2010.%®

China and Africa will face more serious challenges of food security than other parts
of the world. China is the world’s largest developing country, and Africa is home to the
largest number of developing countries. The combined population of China and Africa
accounts for over one-third of the world’s total. The success of global agriculture has not
been shared equally. In Africa, per person food production has not been able to keep up
with population growth. Poor people are more vulnerable to meet the challenges of rising
food prices and shortages in food supply. Since most food products are tradeable on the
world market, food security depends on the purchasing power of the poor, rather than
on the management of domestic supply.”® The food and hunger problem is most severe in
Africa, and food insecurity is worsening. For instance, in West Africa the Gambia imports
more than 80% of its rice requirement.®

Self-sufficiency in food is below 50% for a number of countries in Africa. Of Africa’s
53 countries, 21 are food-aid recipients. In 2009, 265 million people suffered from hunger
and malnutrition, resulting in the death of 5 million people from starvation and disease.®!
According to the 2009 UN MDG report, in 1990, the baseline year for the MDGs, 57% of
Africa’s population were living in extreme poverty, earning less than $1.25 a day.®* Africa’s
progress in eradicating hunger has been slow, with a slight decrease in the proportion of
undernourished from 32% of its population in 1990-92 to 29% in 2008.%

Global poverty measured at the $1.25-a-day line has been decreasing since the 1980s.
The number of people living in extreme poverty fell from 1.9 billion in 1981 to 1.8 billion
in 1990, and to about 1.4 billion in 2005.°* Although Africa has made progress, this has
been insufficient to put Africa on target to achieve the MDG 1 by 2015.

China’s food security has always been its main concern, given that it has the world’s
largest population and its limited cultivated land per person. China has insisted on a self-
sufficient food policy as a fundamental national policy to address its food security issues.
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Although this policy has worked to date, the country will face serious challenges in the
future. China is also facing other challenges in response to climate change, including
environmental contamination, as well as volatile world food prices in the context of
globalisation.

Currently China successfully feeds 20% of the world’s population by using just over
9% of the world’s total cultivated land and 6% of the world’s fresh water. Over the last two
decades the acceleration of urbanisation and industrialisation has resulted in a decrease of
agricultural land. From 1996 to 2006 China’s arable land areas decreased by 8.71 million
hectares. The Chinese government has announced that it will retain a minimum of 121
million hectares of arable land to guarantee its national food security.%> Between 1997 and
2005 the rapid progress of urbanisation and industrialisation led to 9.63 million farmers
migrating to towns and cities. Urbanisation and industrialisation have also resulted in the
confiscation of collective land areas in rural China. As many as 40-50 million farmers
have lost their cultivated land. This continues to increase by 3 million farmers every year,
and by 2030 the total number is expected to reach 110 million.®®

China’s improving living standards and rising middle classes have resulted in a great
demand for processed consumables of meat, dairy and fish. Without an increase in food
supply, there are serious challenges of feeding an increasingly wealthy population. In
addition, China is developing an aging society, especially in rural areas where young
labourers have migrated to towns or cities in search of work. This has contributed to
a decrease in agricultural productivity. China still has around 200 million people living
below the government’s official poverty line. Currently the Chinese government claims
that the country has 95% of food self-sufficiency, a percentage that some experts suggest
will be very difficult to maintain in the next eight to 10 years.

CHINA'S AGRICULTURAL INVESTMENTS IN AFRICA

Agricultural investment is central to the provision of food and the eradication of poverty
and hunger. Growth in the agricultural sector is a key means of reducing poverty,®” and
agricultural growth and rural development are of fundamental importance to achieving the
MDG 1. Accordingly, China’s government has strongly encouraged agricultural investment
in Africa in an effort to meet and maintain these objectives.

Investment is essential to agricultural growth. China itself has received significant FDI
inflows in agriculture, from $600 million to over $1.2 billion yearly between 1998 and
2008.%® However, the recent decline in agricultural investment in developing countries
has significantly hindered countries and the global community in meeting the MDG
1 targets.®® A UN news centre’® highlighted the importance of greater investment in
agriculture to generate income and support rural livelihoods. Of the developing world’s
1.4 billion extremely poor people, 70% live in rural areas — particularly in Africa. Thus
rural development is the most rapid and most effective way of reducing poverty and
malnutrition.”

China has diversified its agricultural investment in Africa through different approaches.
These include aid projects; and investments by both the Chinese government and Chinese
companies in infrastructure, technology demonstration and training programmes. The
bulk of China’s future efforts in investment development will focus on the rural sector,
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and large investments will be needed to increase agricultural production and build rural
roads. China’s agricultural strategy in Africa has indeed brought a new grand investment
to the agricultural sectors of many nations, and has the potential to change agriculture

significantly on the continent.”

Table 1: China's agricultural investment in Africa

Country Year Farm or investors | Dimension | Type of land use | Market
(ha)
Cameroon 2006 | Sino Cam lko 10 000 Rice, vegetables, Local
Company manioc
Cameroon 2007 | Shanxi Province 5 000 Rice, manioc, Local
Agribusiness Group ostriches
DRC 2009 | ZTE 100 000 Oil palm World
Guinea 1997 | Koba Farm 1 800 Hybrid rice Local
Mali 1961 | Farako 400 Tea Local
Mali 1996 | Sukala Refinery 6 000 Sugar Local
Mali 2008 | Sukala Refinery 10 000 Sugar Local
Mauritania 1967 | M'povurie 1 400 Rice Local
Mozambique | 2005 | Hubei Agribusiness 1 000 Rice, cotton, Local
Group soybean,
vegetables
Senegal 2008 35 000 Sesame China
Sierra Leone 1977 | Magbass Sugar 1280 Sugar Local
Sudan 2010 | ZTE 10 000 Wheat and corn | Local
Tanzania 1969 | Mubarali Rice Farm 6 000 Rice, pigs, cows, Local
poultry
Tanzania 1970 | Ruwu Rice Farm 800 Rice Local
Tanzania 1970 | Morogoro 6 900 Sisall World
Tanzania 2009 | Chongaing Seed 300 Rice Local
Togo 2009 | Complex Sucier 1 200 Sugar cane Local
D’Anie
Uganda 1973 | Tilda (original 700 Rice Local
kibimba)
Uganda 1987 | Doha Rice 800 Rice Local

Source: Chaponniere JR, Gabas J] & Z Qi, ‘China Africa in agriculture: A background paper on trade,
investment and aid in agriculture’. China—-DAC Study Group on Agriculture, Food Security and
Rural Development, Bamako, 27-28 April 2010
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China's agricultural-aided projects in Africa

China has adopted several approaches in its agricultural investment in Africa. Agricultural-
aided projects have been regarded as playing an important role in building economic
and trade relations, particularly in the early days. Primary investments from the 1950s
to the 1980s were Chinese government-aid projects. By 2009 China had completed 884
plant-aided projects, of which 142 were agricultural projects. China started commercial
investments in Africa in the 1980s. The number of investment projects and the amount of
investments were small, owing to the limited capability of the investors themselves. Of the
102 projects China invested in Africa from 1979 to 1990, the average investment was just
$500,000. Compared with other sectors, China’s financing of agricultural-aid programmes
in Africa continues to be small.

Table 2: China's aid projects in agriculture and other sectors, 2009

Total | Agricultural | Industrial | Schools | Hospitals | Stadiums | Conference | Others
projects projects centres

884 142 145 71 54 53 62 357

Source: China, MCC, CATERAR, op. cit.

China has been increasing its agricultural aid in Africa for grain production in particular.”
Agricultural projects aided by China have promoted agricultural development in
recipient countries. Brautigam’ pointed out that the Chinese press routinely praises the
achievements of its foreign aid teams, although scant objective and publicly available
evidence exists on the outcomes of these projects. Lin” also suggested that investment,
rather than aid, is an effective solution for development.

Chind’s investment in rural infrastructure

Africa’s rates of agricultural productivity are normally low due to poor water irrigation
systems and infrastructure. In sub-Saharan Africa, water resources and irrigated
agriculture are not developed to their full potential. Currently less than 4% of renewable
water resources in Africa are used for agriculture. Barriers include the lack of financial
and human resources to build irrigation and related rural infrastructure and to acquire
agricultural technology; and inadequate access to markets. This constrains progress
towards poverty reduction.”®

According to official statistics, China has assisted African countries, such as Zambia
and Nigeria, in building over 500 infrastructure projects.”” Zoellick® stated that China has
been particularly significant as a source of financing infrastructure investment in Africa.
A World Bank report estimates that China’s investment in Africa’s infrastructure from
2001-06 was roughly comparable to that financed by all the Organisation for Economic
Co-operation and Development countries combined over the same period.
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Box 5: China's agricultural infrastructure investment

Currently Chinese companies are working on the design and construction of 12 major
grain storage facilities in Zambia. Covering a total area of some 30 000 square metres,
the completed grain barns will have a storage capacity of 100 000 tonnes, thereby greatly
enhancing the country's storage capacity and food security.

Chinese enterprises have built numerous agricultural infrastructure facilities and irrigation
facilities in Africa. The MCC has reached agreements with 35 African countries in supporting
large-scale infrastructure, of which 70% of investments are in Nigeria, Angola, Sudan and
Ethiopia. There are also other investments in Congo, Mali, Mozambique and Tanzania, such
as contracts for infrastructure in bulk commodities worth $8 billion in Congo.

Source: China, MCC, CATERAR, op. cit.

China's technology demonstration projects and training programmes

Chinese agricultural professionals are helping to establish agricultural demonstration
bases in Africa. China has organised training on issues including the cultivation of rice,
vegetables, meat processing, and the use of agricultural machinery. Mutual learning and
knowledge sharing are important for development and poverty reduction.

Box 6: Technology demonstration centres

In 2009 the construction of Chinese-aided agricultural technology demonstration centres
commenced in Benin, Cameroon, Ethiopiq, Liberia, Mozambique, Sudan, Tanzania and
Uganda. In addition to offering training, production, and administrative and residential
facilities, the centres will help to leverage Chind's strong agricultural expertise by inviting
Chinese experts to share their knowledge with local people in order to boost Africa’s

agricultural development.

In Guinea-Bissau, Chinese experts established 11 rice production demonstration areas
covering a total of 2 000 hectares. Yields per hectare reached 8-9 tonnes. There were 530
tonnes of fine varieties yielded and subsequent expansion of the plantation area amounted
to 3 530 hectares. The yields for many new varieties were over three times higher than

those of varieties currently used.

Source: China, MCC, CATERAR, op. cit.
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Table 3: Chinese-aided agricultural technology demonstration centres in Africa

Country Technology centre's focus

Benin Crop cultivation demonstration and farming technology training

Cameroon Research, technology demonstration and training on agricultural
technology

Ethiopia Horticultural plants cultivation and livestock farming technology
demonstration and training

Liberia Rice and comn cultivation technology transfer, training, development of
plant varieties

Mozambique Soybean and corn cultivation and processing demonstration and
training

Democratic Crop cultivation demonstration and training

Republic of Congo

Rwanda Rice, juncao, mulberry cultivation, and technology and demonstration
training on soil and water conservation

South Africa Research, technology demonstration and training on fresh-water
aquaculture

Sudan Crop cultivation and irrigation technology demonstration and training

Tanzania Crop cultivation demonstration, development of improved plant

varieties, training

Togo Research and training on agricultural technology

Uganda Aquaculture technology demonstration, technology transfer and
training

Zambia Agricultural technology demonstration and training

Zimbabwe Corn cultivation technology demonstration and training

Note: Juncao means fungi (such as mushrooms) and cao means grass in Chinese. Juncao
techniques were invented in China in 1983 by Professor Zhanxi Lin.

Source: China, MCC, CATERAR, op. cit.

With its long agricultural history, China has extensive experience in both traditional and
modern agricultural technology. In particular, it has comparative advantages in agricultural
sectors involving labour-intensive productions and processing, such as fisheries, gardening
and poultry farming. By world standards Chinese agricultural technologies, such as
hybrid rice, are advanced and have contributed significantly to the country’s agricultural
growth. African countries have also benefited from China’s advanced technology. One
such example is Guinea-Bissau, where China State Farm and Agribusiness Corporation
collaborated with the China Hybrid Rice Engineering Research Centre in introducing
high-yielding hybrid rice.
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Box 7: Expertise and training

From 2007-09 China sent 104 senior agricultural technology experts to 33 African countries
to assist in the creation of agricultural development plans. China also organised extensive
training on topics including the cultivation of rice and vegetables, fishery management,
meat processing, and the use of agricultural machinery.

In 2009 China provided training to 568 African agricultural officials and technicians. Subject
areas included rural economic reform and development, food production, soil and water
conservation and dry cultivation techniques, the development of new cotton varieties, the
use of agricultural machinery and continuing education for agricultural teachers.

Source: China, MCC, CATERAR, op. cit.

The anecdotal evidence reflected in Box 7 suggests that China’s investment in agricultural
research and development (R&D) could facilitate African agricultural growth and poverty
reduction. By 2012 China plans to send 50 agricultural technology groups and 2 000
agricultural professionals to Africa.” Exchanging knowledge and ideas is also important
for sustainable development in agriculture.

Given the paucity of data, it is difficult to measure the impact of China’s investment on
reducing poverty and promoting growth in Africa. In general, investment in agricultural
R&D and technology are important to improve agricultural productivity and to help reduce
poverty. Thirtle, Lin and Piesse®® found that investment in agricultural R&D that raises
agricultural value considerably improved rates of return, in both Africa (22%) and Asia
(31%). Thus agricultural R&D pays for itself, as increased productivity results in broad-
based growth, which reduces poverty in general. Fan® also pointed out that government
expenditure on agricultural R&D has the highest return on labour productivity and
poverty reduction, followed closely by investments in feeder roads. Moreover, investment
in agricultural extension® develops systems through which technologies can be extended
to and adopted or adapted by farmers, and several studies have shown the positive
impact of such investments on agricultural productivity and incomes.®* Agricultural
extension creates awareness of technologies and developments, and strengthens the know-
how and skills of producers in using these technologies. It can also raise the ability of
farm households to demand technologies and further advisory services that meet their
specific needs. Therefore, investments in agricultural R&D, extension and technology
demonstrations are important for improving farmers’ skills, agricultural production and
the livelihood of small farming households.

IMPLICATIONS OF CHINA'S DEVELOPMENT EXPERIENCE
FOR AFRICA

China’s experience has proven that high economic growth and rapid poverty reduction are
achievable. Indeed, China’s starting point was even less favourable than Africa’s position in
the early 1980s. Africa stands to benefit considerably from Chinese agricultural experience
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in agricultural and rural growth, evidence-based policy-making, pro-poor policies,
institutional reform and government roles in delivering changes and implementing
innovative programmes.®*

China has achieved the most rapid large-scale poverty reduction in human history.®
Before China’s reform started in 1979, it faced serious food shortages and its agricultural
economy was in crisis. Since the reform China has achieved an average 13% yearly
increase in agricultural gross output value up to 2008.%° Between 1979 and 2004,
500 million people were lifted out of poverty in China. According to Liu,* agricultural
and rural development was pivotal in China’s poverty reduction and development. African
countries have spent decades trying to jump-start agricultural production. In search of
new approaches, many experts are looking for answers in China’s impressive agricultural
achievements. African countries want to learn about China’s development experience,
particularly about overcoming poverty and sustaining economic growth.®

Importantly, China’s experience shows that a successful pattern of private and public
partnership can lead to substantial improvements in farmers’ livelihood, eradicate hunger
and overcome poverty. The average net income of rural residents per head increased
from CNY 134 ($21) in 1978 to CNY 4,761 ($746)% in 2008 per year.”® During this
period China carried out a series of innovative programmes, such as developing its non-
grain sector and small household enterprises, which are critical for increasing farmers’
income and creating employment opportunities. Institutions, technology and productivity
continue to be important factors for China’s successful agricultural development.

Institutional perspectives

Institutional support is important for agricultural growth. Institutions matter in economic
growth,”! and Coase®” and North® highlighted the vital importance of social institutions
in economic transformation. Growth will not occur unless the existing economic
organisation is efficient.”* In a developing economy, a change in emphasis from ‘getting
prices right’ to ‘getting institutions right’ is key to the transition from a planned economy
to a market one.” In developing countries and transitional economies, often markets are
imperfect or non-existent.

Institutional reform contributed largely to China’s agricultural growth during the
transitional economic period from a planned to a market economy.”® Before reform started
in 1979, Chinese institutions were rooted in China’s planned economy. In rural China,
farmers worked in production teams, which resulted in low work incentives. China’s
reforms introduced a Household Responsibility System (HRS), which distributed land to
individual households for contract periods of five years, later extended to 10 and then to
30 years. Land was distributed according to the number of people in each household. The
HRS created incentives for production by giving farmers freedom of land-use rights and
decision-making, linking rewards closely with their performance. Under the new system
farmers became independent producers who took sole responsibility for profit and loss.*”
Reform also brought about changes in Chinese law, with the promulgation of insurance
law in the mid-1990s and the introduction of insurance markets.

China has demonstrated the critical importance for developing or transitional
economies to introduce innovative programmes, especially for individual household
producers, in ill-functioning or non-existent markets. Small households are operated
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typically by poor people, who use a great deal of labour, both from their own household
and from their equally poor or poorer neighbours.”® How local governments are able to
deliver the changes at grass-roots level, particularly where market access is poor, is always
important. In the transitional period from a planned economy to a market one, overcoming
poor institutional conditions and ill-functioning market access were significant challenges
in rural China. The introduction of the HRS enabled small-scale household producers to
act as individual agents in economic activities. The local government played an important
role in co-ordinating the economic activities between small-scale farmers and markets.
By comparison, in Africa most small-scale farmers are facing major obstacles that start
in the field and extend across the entire agricultural value chain. These farmers can neither
access nor afford basic farm inputs.”® Institutional conditions are also major obstacles
for small households’ farming production. Africa lacks institutional arrangements that
enhance indigenous entrepreneurship and wealth creation. This is the most important
contributor to poverty and deprivation in Africa.!® Its absence of efficient organisations
and institutions minimised the positive impact of investments and policies. This absence
accounts for the low rate of return in agricultural investments in Africa, and the poor

performance of the sector.'®!

A significant aspect of this neglect has been the failure to pay
attention to the importance of small-farmer-oriented institutions in Africa. As a result of
this neglect, coupled with general macroeconomic policies with strong anti-agricultural
and anti-peasant bias, the majority of the Southern African Development Community
states have experienced stagnant or declining trends in per person food and agricultural
production.'®

The success of these investment projects depends largely on sustainable institutional
environments. It is also dependent on the ability of local governments to deliver changes
at grass-roots level and to co-ordinate economic activities between small-scale farmers and
supply chains, especially in Africa’s conditions of poor market access.

It is hard to envisage how China’s experiences in institutional reform can be
transferable to African society. Effective implementation of investment projects is also
related to historical, social, policy, political and cultural aspects in Africa. It is important
to understand how ‘China’s phenomenon’ works for Africa in the context of its own
institutional perspectives. As the former president of China, Deng Xiao Ping, told Ghana’s
President, Jerry Rawlings, during a visit in 1985, ‘Please don't try to copy our programme.
If there is any experience on our part, it is to formulate policies in light of one’s own

national conditions.’
Productivity and technology

Improvement of agricultural productivity is critical for agricultural growth and poverty
reduction in Africa. Although Africa has experienced continuous agricultural growth
during the last few years, much of the growth has emanated from area expansion rather
than increases in land productivity.!® Low productivity is one of the major difficulties
that Africa is facing. In most countries, future sustainable agricultural growth will require
greater emphasis on productivity growth as suitable areas for new cultivation declines,
particularly given growth concerns about deforestation and climate change.'®*
Compared with Africa, China has presented a fundamentally different picture. With
a shortage of cultivated land areas and an enormous number of farmers, agricultural
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productivity gains are central to China’s agricultural growth. China’s grain output
reached 400 billion kilograms in 1984, from 100 billion kilograms in 1978. In 1984
the Chinese government announced that the country had solved the subsistence level
of food demand.'® China is a good example of poverty alleviation and improvement in
agricultural output. China’s policymakers are, however, faced with the challenge of how
to sustain economic development with increasing environmental stress. Today, 37% of
China’s total territory suffers from land degradation, and the country’s per person available
land is now 40% of the world’s average.'*® Degradation includes soil erosion, deforestation,
salinity, reduced fertility and sand storms. It affects 3.56 million square kilometres and
poses a direct threat to China’s future economic prosperity.1%’

China also needs to consider protecting its natural resources, such as water and
soil conservation. The agricultural ‘Green Revolution’ aims to implement sustainable
development in the context of environmental concerns that are recognised by international
society. Green agriculture involves the use of ‘green technology’ to develop agricultural
production, thereby achieving harmony among the environment, economy and people.
Agricultural production minimises the waste of natural resources, and its continued
development should thus be considered in the attainment of environmental sustainability.

In Africa, the concentration of the poor in rural areas and the rise in their poverty
is attributed to low agricultural yields that are due largely to the failure to adopt food
production methods of the Green Revolution.!® Green Revolution technology includes
the use of pesticides, irrigation projects, synthetic nitrogen fertiliser and improved
crop varieties developed through conventional science-based methods. These skills
and technology need to be adopted in Africa to help offset the worsening effect of
environmental degradation in agriculture. Crucially, whether the Green Revolution or any
other strategy to boost food production will alleviate hunger depends on the economic,
political and cultural rules that people make.'” When the new African Agricultural
Revolution is eventually implemented, it is likely to be built on Africa’s own indigenous
technology and knowledge requirements, and on the nutrition and food security needs
of its people.'!® This is challenging, because the adaption of different types of technology
needs to consider Africa’s different conditions, ecology zones and crops.

There is also concern that China’s investment in agricultural-resourced projects may
pose challenges of maintaining sustainable environments in Africa. For this reason, any
promotion of investments and policy support for driving agricultural productivity for

African farmers needs to consider environmental sustainability.

CONCLUSION

China has accelerated its investment in Africa’s agricultural sector, both in the volume
of investment and in the diversification of investment means. Anecdotal evidence shows
that China’s investment could contribute to agricultural growth and poverty reduction in
Africa. China’s own successful experience in agricultural growth and poverty reduction
could provide valuable lessons for Africa.

However, Africa’s agricultural growth and poverty reduction largely depends on the
policies that meet its countries’ conditions in the context of social, economic, political
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and environmental perspectives. Indigenous institutions and culture will also affect the
outcomes of China’s investment in agriculture.

As the largest food consumer in the world, China needs to source agricultural products
and commodities from Africa to help meet the needs of its giant domestic market.
China’s market demand could also result in profit and business opportunities for African
farmers. Africa is dependent on receiving financial assistance to improve its agricultural
infrastructure, such as water irrigation. Agricultural productivity can be increased by the
exchange of knowledge on technology and production.

Further studies are needed on conceptual framework and methodology to measure and
monitor the impacts of China’s agricultural investment on African agricultural growth,
poverty reduction, and its achieving the MDG 1. The extent to which the investment
serves the interest of both the donor and the recipient — and the extent to which China’s
increased investment has actually improved livelihoods and reduced poverty in Africa —
are also areas for further studies.

Food security is linked directly to national stability and national security. Agriculture
has played an important role in China’s diplomacy, especially in its South-South
co-operation. Therefore, China’s agricultural investment in Africa is related to its overall
bilateral relations in the context of social, economic and political dimensions. Further
studies also need to look at the role of agricultural co-operation between China and Africa
in their own national strategies.
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