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SECTOR ASSESSMENT (SUMMARY): AGRICULTURE, NATURAL RESOURCES, AND 
RURAL DEVELOPMENT1 

 

A. Sector Road Map 
 

1. Sector Performance, Problems, and Opportunities 
 

1. Since the start of economic reforms at the end of the 1970s, the total gross domestic 
product (GDP) of the People’s Republic of China (PRC) has increased from CNY364.52 billion 
to CNY51.894 trillion, with a real annual growth rate of 10.0%. During the same period, 
agricultural output increased from CNY102.8 billion to CNY5,237.4 billion, a real annual growth 
rate of 6.6%. Although its share in the economy declined in 2012, the primary sector accounted 
for 10.1% of GDP and provided employment for 32.7% of the total labor force. 
 

2. Agriculture has traditionally been an important part of Henan Province’s economy. The 
sector contributed 12.7% of the provincial gross domestic product and provided employment for 
41.8% of the total labor force in 2012. Henan Province is also known for its significant 
contribution to national food security, with the PRC’s highest output of wheat, second-highest 
output of rice, and second-highest livestock production in value in 2012, gaining the reputation 
as the breadbasket of the PRC. During 1983–2012, the province’s livestock sector had an 
average annual growth rate of over 10%. In 2012, the total production value of the sector in 
Henan Province was CNY225.6 billion, ranking it first in the PRC. 
 

3. Livestock production has consistently moved towards large-scale operations and 
intensification in Henan Province. In 2011, pig farms with over 50 heads accounted for 9.5% of 
the total pig production, compared with 0.9% in 2002, and more than double the national 
average of 4.6%.2 Pig farms with over 500 heads increased from 0.03% in 2002 to 2.16% in 
2011. There were 26 pig farms with over 5,000 heads in 2012, but none of this size in 2002. For 
cattle, the number of farms with fewer than 10 heads halved during 2003 to 2011, while those 
with over 50 heads increased from 0.10% in 2002 to 0.47% in 2011. 
 

4. The PRC’s significant economic growth has been fueled by industrialization and 
urbanization, which have impacted the resources available to the agriculture sector. Major 
changes include a long-term loss of arable land, reduction in the active rural labor force, and 
decline in water resources. Those changes have caused the Government of the PRC to seek to 
transform the sector by promoting standardized, higher output agricultural production with 
sustainable resource use. 
 

5. The PRC’s agricultural transformation is driven by changes on both the supply and 
demand sides. As a result of economic growth and increased household income, domestic 
consumption of meat products is significantly higher than it was 3 decades ago. From 1978 to 
2012, the per capita meat consumption doubled—from 18 kilograms (kg) to 36 kg—in urban 
areas, and more than tripled (from 6 kg to 21 kg) in rural areas. Including consumption outside 
of homes, in 2012 the average meat consumption of urban residents exceeded 40 kg.3 
 

6. Development of the livestock sector is strongly linked to increased farmers’ incomes and 
rural poverty alleviation. In 2012, the livestock sector accounted for 33.8% of Henan Province’s 
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agriculture sector production value. There were 54 counties where livestock production 
accounted for over 40% of the total value of agricultural production, and 15 counties where it 
exceeded 50%. In 2013, the total rural population of Henan Province was 60.7 million; its rural 
labor force was 52.12 million, of which 26.11 million were engaged in agricultural production. 
The livestock sector provides employment for a large number of households, as well as links to 
related activities, and has a strong capacity to absorb the rural labor force. 
 

7. With improving incomes, there are many opportunities for the development of the 
livestock sector. The demand for meat, eggs, and milk will continue to increase, and animal 
product safety requirements will become more stringent. In the future, the consumption of 
livestock products in Henan Province and the PRC as a whole is expected to continuously rise, 
and will drive strong livestock sector production expansion. 
 

8. Food safety is a major area of concern. The existing monitoring system in Henan 
Province is unable to properly assess the presence and level of chemical residues and address 
other food safety issues. The county and municipal animal health bureaus are not equipped to 
carry out the necessary testing, while provincial-level facilities are used at less than full capacity. 
There is a key need for a functioning and effective provincial food safety testing and monitoring 
system to ensure safe food for the population and to enable access to international markets. 
 

9. Development of the livestock sector has triggered increasingly severe environmental 
impacts. The first national water pollution source survey in 2007 revealed that the discharge of 
major pollutants, such as animal wastes, and nitrogen and phosphorus from agricultural 
production far exceeds that discharged by industrial and domestic sources. Pollution caused by 
livestock production has become the primary factor affecting the PRC’s water resources. In 
2010, only 36.5% of large-scale livestock farms in Henan Province met the waste discharge and 
control standards.4 Livestock manure is now one of the major nonpoint source pollutants in the 
rural areas of Henan Province. A lack of effective control will lead to further deterioration of the 
rural environment, threaten the safety of agricultural products, and damage public health. 
Increased livestock production will also have climate change impacts through increased 
greenhouse gas emissions, primarily from feed crop production; enteric fermentation in cattle; 
and increased energy demand for production, processing, and transportation. 
 

10. Animal diseases and biosecurity pose another serious challenge to the livestock sector. 
It is estimated that the direct economic losses caused by the death of diseased animals in the 
PRC exceeds CNY40 billion per year; the indirect loss in terms of waste of fodder, labor, and 
drugs is above CNY100 billion.5 Animal disease epidemics also constitute a threat to public 
health. Given its large livestock populations, central location, and linkages to transport networks 
that provide a conduit for epidemics, Henan Province needs to address the issue of animal 
health consequent to potential risks to rural incomes and livelihoods. 
 

B. Government’s Sector Strategy 
 

11. Recent government policy documents place considerable emphasis on improving and 
protecting the environment (footnote 3). The national government’s sector-specific strategy is 
set out in the national and provincial Eleventh and Twelfth Five-Year Plans for the livestock 
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sector.6 The strategy focuses on the following key areas: (i) the establishment and improvement 
of logistics and the cold chain covering collection, processing, transportation, and marketing of 
agricultural products; (ii) the establishment and improvement of monitoring and early warning 
mechanisms for important agricultural product markets; and (iii) strengthening the service 
system for agricultural goods. Public services to support agricultural production will be 
strengthened. Henan Province has also taken steps to establish a meat reserve system of live 
animals, encourage a modern market system, and provide training to market operators. 
 

12. Other steps to promote improvements in livestock production include a subsidy policy for 
agricultural machinery that aims to increase mechanization of livestock production.7 In addition, 
there is support for projects that transform livestock farms to operation-standardized sizes. 
Between 2007 and 2010, the national government provided funds to support the transformation 
of 3,857 pig farms and 105 dairy farms to standardized operations.8 Henan Province has also 
strengthened the registration of larger-scale animal production farms, and the number of farms 
registered reached 86,600 in 2012. Finally, policies provide financial support to counties that 
have advantages for production of livestock and poultry.9 
 

13. The national government has a range of policies related to the financing and insurance 
of livestock at subsidized premiums,10 and uses discounted interest rates and subsidies to guide 
various financial institutions in increasing loans and credit for livestock production, processing, 
and marketing. It also encourages localities with appropriate conditions to establish loan 
guarantee funds for livestock production and processing enterprises. Innovation in finance 
guarantee mechanisms is encouraged to provide credit guarantee services to livestock farmers. 
Creating an enabling environment for the development of the livestock sector aims to encourage 
the entry of private capital to the sector. 
 

14. Policies relevant to safeguards for livestock product quality and safety include the (i) 
promotion of improved livestock and poultry breeds; (ii) subsidies to encourage the adoption of 
improved breeds; (iii) animal disease control policies, such as subsidies for compulsory 
vaccination against important animal diseases, culling diseased livestock and poultry, and the 
safe disposal of dead animals; (iv) establishment and improvement of tracking systems for 
agricultural food safety under the 2009 China Food Safety Law; (v) improvement of grassroots 
food safety working systems; and (vi) enhancement of management and monitoring capacity in 
supervisory agencies. 
 

15. Government policies on environmental issues in the livestock sector focus on the 
formulation of standards and subsidy provision for the use of animal wastes and promotion of 
non-polluting production methods. The national government has promulgated a series of laws 
and regulations governing farm site selection and the storage, treatment, and discharge of 
wastes. Subsidies are also provided for using wastes as fertilizer on fields, for biogas and 
organic fertilizer production, and for the production of regenerated feedstuffs. 
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C. ADB Sector Experience and Assistance Program 
 

16. The Asian Development Bank’s (ADB) country partnership strategy, 2011–2015 for the 
PRC focuses on innovative projects where ADB can play a catalytic role in addressing poverty, 
decreasing income inequality and regional disparities, and promoting an environmentally 
sustainable and less carbon-intensive economy.11 The strategy is closely aligned with priorities 
of the PRC’s Twelfth Five-Year Plan for 2011–2015 and the Decision of the Third Plenum, 
particularly with efforts to move the country to a greener and more inclusive development path 
(footnote 6). A key challenge is making natural resource conservation financially viable so that 
institutional arrangements can be sustained in the long term. In line with the plan’s goals and 
objectives, ADB continues to assist the national government in identifying and applying 
sustainable natural resource management models to improve rural livelihoods and enhance 
environmental sustainability. Projects are being designed to provide low-income households 
with higher incomes through market-driven opportunities, resource-friendly management 
systems, support for rural finance, and effective institutional arrangements. Technical 
assistance and knowledge products and services complement lending to promote sector policy 
reforms, food safety, value chain development, capacity development, and knowledge sharing 
among executing and implementing agencies. 
 

17. Rural pollution control is receiving increasing emphasis. ADB is committed to supporting 
green growth and climate change mitigation measures, and supports government efforts to 
reduce pollution of water sources, manage agricultural wastes, and develop decentralized 
regional environmental protection systems. ADB also provides advisory and capacity 
development support to the Ministry of Environmental Protection and its regional offices to 
strengthen their capacity in monitoring and managing pollution control. 
 

18. ADB is currently implementing a number of projects relevant to the present project, 
including the Integrated Renewable Biomass Energy Development Project in Henan and three 
other provinces. 12  Other projects with activities in Henan Province include the Henan 
Sustainable Agriculture and Productivity Improvement Project, 13  and the Comprehensive 
Agricultural Development Project. 14  ADB also supports the ongoing Ningxia Integrated 
Ecosystem and Agricultural Development Project that promotes various approaches to 
environmental sustainability in the rural sector.15 
 

19. While promoting the expansion of livestock production, the national government places 
emphasis on measures to protect the environment through sustainable on-farm management 
and to improve the safety and quality of livestock-based food products. Activities under the 
proposed project will address both of these key aspects of livestock production. 
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Problem Tree for Agriculture, Natural Resources, and Rural Development 

 

  gov’t = government. 
  Source: Asian Development Bank. 
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Sector Results Framework (Agriculture and Natural Resources, 2011–2015) 

Country Sector Outcome Country Sector Outputs ADB Sector Operations 

Outcomes 
with ADB 
Contributions 

Indicators with 
Targets and 
Baselines 

Outputs with 
ADB 

Contributions 
Indicators with 

Incremental Targets 
Planned and Ongoing ADB 

Interventions 
Main Outputs Expected from ADB 

Interventions 

Increased 
agricultural 
productivity, 
and improved 
quantity and 
quality of 
natural 
resources  

Grain 
production 
increased to 
550 million tons 
in 2020 from 
531 million tons 
in 2009. 

Irrigation 
efficiency 
improved to 
53% in 2015 
from 50% in 
2010. 

Pollution in 
freshwater 
bodies reduced 
by 8% in 2015 
from 12.7 billion 
chemical 
oxygen demand 
units in 2010. 

Forest coverage 
increased to 
21.7% in 2015 
from 20.4% in 
2008. 

Agricultural and 
natural 
resource- 
related 
infrastructure 
and systems 
expanded, 
improved, and 
well managed  

Area with efficient 
irrigation increased by 
3.3 million ha 

2,721 large- and 
medium-sized 
reservoirs strengthened 
and more than 46,000 
small-scale reservoirs 
that are in danger 
improved 

Access to safe drinking 
water increased for 102 
million rural residents 

10 million ha of low- and 
medium-yield farmland 
improved and 26.7 
million ha of new high-
standard farmland 
developed 

Wastewater treatment 
pipes and sewage 
network increased by 
160,000 km 

Daily wastewater 
treatment capacity 
increased by 420 million 
tons  

Afforestation area 
increased by 30 million 
ha  

Planned key activity areas:  

Water resources management and 
flood protection (62% of lending) 

Land, forestry, and biodiversity 
(10% of lending) 

Rural infrastructure, agriculture, and 
biomass (28% of lending)  

Planned projects (2012–2015) 
(total $1.05 billion):  

Water resources management and 
flood protection: four projects ($600 
million) 

Land, forestry, and biodiversity: one 
project ($100 million) 

Rural infrastructure, agriculture, and 
biomass: two projects ($270 million) 

Value chain and product safety: one 
project ($80 million) 

Ongoing projects:  

Water resources management and 
flood protection: six projects 
($584.8 million) 

Land, forestry, and biodiversity: five 
projects ($231.9 million) 

Rural infrastructure, agriculture, and 
biomass: four projects ($315.78 
million)  

Planned projects (2012–2015):  

Area with efficient irrigation increased by 
197,700 ha 

Access to safe drinking water increased  

Productivity of 16,000 ha of agricultural 
land improved  

About 850 km of wastewater treatment 
pipes constructed  

Capacity to collect and treat about 
700,000 tons/day of wastewater  

Afforestation of 2,000 ha  

Ongoing projects: 

Area of irrigated land increased by 
32,718 ha  

2 large-, 10 medium-, and 33 small-
scale reservoirs rehabilitated 

Household access to drinking water 
increased, benefiting 240,000 people  

Productivity of 31,283 ha of farmland 
improved  

Production capacity of 120,000 ha of 
farmland improved  

100 km of wastewater treatment pipes 
and sewage network constructed  

29,460 tons/day of wastewater collected 
and treated  

111,800 ha afforested  

ADB = Asian Development Bank, ha = hectare, km = kilometer. 
Source: ADB. 2012. Country Partnership Strategy: People’s Republic of China, 2011–2015. Manila. 


