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The IFAD Hubei project was implemented in 7 counties (towns, districts) under the jurisdiction of Shiyan city. The project
was financed USD 43.80 million by IFAD, with an implementation period of 5 years, starting in March 2014 and being
completed in March 2019.
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By developing the characteristic agricultural industries in Qin-Ba
mountain area, the project is to -cultivate farmer cooperative
organizations, enlarge the leading companies in agro-product
processing industry, improve farmers’ ability in organization,
marketization and informatization, realize a steady increase in rural
income, and ultimately achieve targeted poverty alleviation.
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To achieve the above goals, IFAD specially put forward an innovative PG A e FE AR A BT ) i H X HE ]
idea of carrying out pro-poor public-private partnership (PPPP) The map of IFAD project area in Shiyan, Hubei

business models in Hubei China, which has made a great success.
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The core of PPPP business models: Finance public and semi-public goods to connect operators and small farmers to form
their business chains, achieving an inclusive and fair distribution of benefits; at the same time, assist operators in
extending their value chains to markets and consumers to make extra money.
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Although rural areas of our province have taken great changes since the reform and opening-up, we were still facing
difficulties and challenges when implementing IFAD project: First, the agricultural land in Hubei province Is highly intensive.
Second, small farmers, especially those in poverty, are scattered and can hardly join the value chain. They have great
limitation in income. Third, the products of small farmers, especially those in poverty, have no access to market and thus
cannot bring any profit and are vulnerable to risks.
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To solve the above problems, considering the value chain theory, the extension of value chains and the characteristics of
value chains, as well as deep cooperation, interest integration, interdependence and leading enterprises, etc., we put
forward the idea of building pro-poor public-private partnership (PPPP) business models to improve farmers’ motivation
and try to achieve economic growth in a pro-poor way. We hope farmers my get their benefits from this
interests binding mechanism.
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There are two types of PPPP business models in the project. One is cooperative—oriented PPPP business
model, and the other is enterprise-oriented PPPP business model.
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Financing of PPPP business models will focus more on the investment in semi-public goods that are relevant to PPPP business
plan. Compared with PPP models, PPPP models has more participants. Based upon the benefit brought by PPP models, PPPP

models possess superiority in pro-poor growth. To achieve pro-poor growth, the current task that we have to do is to reach a
high rate of economic growth in a sustainable way.
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To build up a virtuous cycle mechanism is the key to pro-poor growth. And it is how farmers can participate in the economic
growth, if they are capable enough, and what benefit those farmers can get, that determines the establishment of this virtuous

cycle mechanism. To achieve pro-poor growth and establish a sustainable virtuous cycle mechanism need both the government’s
efforts and the participation of cooperatives and farmers.
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We combined the value chain theory with our practice in a scientific way, focusing on the influential and vigorous leading
industries and using the vulnerability assessment method in a flexible way. Our business models stick to the principle of fair
competition, and selections were made based on the results of open competition. Cooperatives and enterprises selected are
mainly engaged in six leading industries, namely tea, Chinese herbal medicines, horse-headed sheep, vegetables, aquatic
products and broiler chicken.
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For example, the selected cooperatives have directly mobilized at least 30 poverty-stricken households; the selected enterprises
have directly mobilized at least 200 poverty-stricken households; women were required to participate in the project. Altogether,
there were 285 cooperatives and 82 leading enterprises of agricultural industrialization were selected, covering 25,000
households. According to IFAD’s category of A, B, C, 12,700 households belong to category B, and 12,300 households belong to
category C.
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Under the guidance of IFAD, our province has used USD 12.96 million IFAD loan in supporting enterprises and cooperatives to
develop agriculture characteristic industries and improve their driving capability. After five years’ support, great development
can be seen in those cooperatives and enterprises.
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(1) Procedure for cooperatives and enterprises to participate in IFAD project
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01 Recommended by village and town.

The recommended one must meet the above indexes
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Approved by county project leading group.
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The enterprise or cooperative draws up the
business plan
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Reviewed and approved by

business planning committee
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Reviewed and approved by provincial PMO.
Provincial PMO releases the schedule.
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(1) Operation models of PPPP business models

FEAPTI H it i1, FATRIE SIEAL AR . SRR S, Wit 7 AR, — M SR ali i) S E A K,

— M2 S E#E AR

Considering the geography, situation and advantages of those cooperatives and enterprises, we designed two models for
the PPPP project: one is cooperative model, and the other is enterprise-and-cooperative model:
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1. Cooperative Operation Model — “ Cooperation + Base + Poverty-stricken Household + Market”
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In this model, small farmers, especially poverty-stricken households, may benefit in following three aspects: first, land rent —
RMB 600-800 yuan per mu in mountain area; second, wages earned by working on the land rented by the cooperative; third,
dividends from the cooperation’s profit. The contract guarantees the amount and sustainability of Farmers’ income. Those
poverty-stricken families who do rent their land may enjoy preferential policies concerning credit and loan, agricultural
materials, technology, orders, subsidy, etc. The provincial PMO has released Project Follow-up Management Measures to
guarantee farmers’ benefits.
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(1) Operation models of PPPP business models
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Hengda Broom Professional Cooperative in Yunxi county is a typical example to show how farmers,
especially poverty-stricken families, and women benefit from it.

Zi— Ml & Unified land lease
G—RRER Unified financing credit
NG—" K G—YBT LR Unified material supply
Suﬁ{ﬁﬁg E—) G —HEARRS Unified technology service
El;i:""j:;’; o g — W % s Unified purchase subsidy
G —mE R Unified brand packaging
e—) Gi—i] A= Unified make-to-order
e  pa g AR Unified profit dividend
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Mr. Chen Xiwen, then member of the standing
committee of the CPPCC national committee and
deputy director of Economic Committee, is visiting
Hengda Broom Cooperative for inspecting and
instructing the processing production.

AR T I T
Indigofera bungeana processing site
of the cooperative




Cooperative members assisted by the prc:)
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(D Wang Chuanming: The annual income as a (2 Yuan Guanyu: has an annual income of RMB 8,000 yuan.
worker is more than RMB 8,000 yuan.
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2. Enterprise Operation Model — “Base + Farmer Household + Cooperatives + Market”
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Depending on the industrialized joint development model of “Base + Farmer Household + Cooperatives + Market”, the operation
model of the leading enterprises that participate in PPPP business models enables farmers to buy shares by land and cash, and obtain
profit distribution at the end of the year, which is a new and innovative mechanism for poverty alleviation and helps farmers get rid
of poverty.
This model not only enables enterprises to take full advantage of their capital, technology and market, but also promotes the
development of characteristic industries, helping cooperatives to expand their business scale and enhance their economic strength.
What’s more, farmers may benefit more from this model.
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This model has not only solved the problems that farmers, especially poverty-stricken farmer households, are hard to join the value
chain and have very limited benefit, but also resolved the difficulty that the products of smaller farmers, especially poverty-stricken
farmer households, have no access to market and are vulnerable to risks. In this model, business scale is expanded; economic
strength is enhanced; competitiveness is improved, product quality is guaranteed, industry development is promoted; and a virtuous
cycle is established.
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In Yunyang district, the Potato Professional Cooperative and Hubei-Shandong Starch Company are
encouraged to adopt the production model of “cooperative + company + base + farmer household +
market” . To solve financial, technological and information problem of poor farmers, the management model
of “six unified and one scattered” is adopted, namely, unified ordering, unified fine breed of potato, unified
seedling supply, unified technical guidance, unified potato purchase, unified product sale, and scattered
planting. As a result, women left behind home in 346 natural villages were mobilized. 480 million seedlings of
high-quality potato were provided for free. And planting technology for high yield and high quality were
provided.
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1. How does it influence the sales and orders?
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An increasing number of farmers agree that with the help of
cooperatives, the sales and orders of agricultural products
have obviously increased.
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2. What did the cooperatives provide to farmer households?
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Cooperatives provide farmers with guidance and support ir\I

market, information, transportation and storage, processing,
extending new varieties, and planting.

ARG EARAL S R B PIIIAE RS P I K

The proportion of supported farmers is on steady rise.

Figure 14. Sales and order change by cooperative
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Figure 15. Support recieved through cooperatives
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PPPP business models raised by IFAD is an innovative practice for IFAD Hubei project. The following principles should be
followed during the design and implementation of the project:
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1. Focus on industry development. We always uphold the principle of “focusing on the development of local characteristic
industries, making new business entities the leading forces, and motivating farmers to get rid of poverty and achieve
prosperity”. Depending on government’s support and the participation of farmers, we adopt the development strategy
raised by President Xi Jinping “Lucid waters and lush mountains are invaluable assets”, and make great effort to develop
our promising and advantageous industries into big business.
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2. Adopt a standardized selection procedure. The selection of cooperatives and emprises plays a crucial role in farmers’
benefit and industry development. Therefore, when implementing the sub-components of PPPP business models, we
combined the value chain theory with our practice in a scientific way. Focusing on the influential and vigorous new
business entities in rural areas, the selection of enterprises and cooperatives was made based on the opinions of
assessment expert and the result of open competition, so farmers had strong willingness to participate in it.



3. B FEHWSIREL . BREAOb e Mis g, —FIURM IS FAS, WA MANE. XERE
SR kAT S R, THEH=ZKIE T —5, OV A BRI %, O ahR Rk
AHEW TN B—TICHBEAEE ARG EHER, MEaE 2RT 8, WIRIMHS KRG, R AREEZEH.

3. Taking new business entities as the leading forces. Stick to agricultural supply-side reform. On one hand, make the new
business entities the leading forces and motivate farmers to get rid of poverty and achieve prosperity. These professional
farmer cooperatives and leading enterprises, with their great advantages in capital, technology and marketing, have
become the leading forces of industry development and are able to lead farmers to their prosperity. On the other hand,
improve the institutional structure of those new business entities and standardize their behavior, so that farmers can
continue to benefit even after the closing of project.
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4. Ensure women participation. Scale operation makes land concentrate in the hand of large planters, professional
cooperatives and leading enterprises, thus, farmers possess less land. It is normal that male farmers go outside for work,
and women are left behind at home. IFAD aims at cultivating capable women farmers in planting and breeding and
enabling them to participate in the project, which we also takes as one of the standards to select new business entities.



1. w2 AR A% (PPPP)

KRR KEETEPABEES . X —EUAs T AT TR R, BRAHMEAILT P, LEARET I ERENTES S
S AT MRS, MRS THUH XELNANESS ARE, AT SEILE1E & 0718 2 EL ITEA 5 84T 3 BE A MR FE 46 2R

1. Innovation of PPPP business models

The PPPP business models are an innovative practice raised by IFAD, which fully mobilized both the public and the private resources, built
public and semi-public assets, and encouraged the non-public sectors to put their resources into public goods and services to serve the poor
and vulnerable population in project area, thus, realizing a more effective poverty alleviation through cooperation.
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2. Extension of PPPP business models
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(DIFAD Hubei PPPP business models contains two models: one is cooperative model, and the other is enterprise model. The innovative points
of the models are: first, more financial capital is leveraged, realizing social financing. Small farmers, especially the poverty-stricken farmer
households, have shared the profits of cooperatives and enterprises; second, relying on the advantages of cooperatives and enterprises in
technical support, market and market survey, product development and certification, product quantity has been increased, product quality has
been improved, industry value chain has achieved its value add, farmers have benefited from it, poverty-stricken families were motivated to get
rid of poverty and achieve prosperity. At present, these models have been duplicated in several industries of the places like Xianning, Jingzhou,
Jingmen, Xiangyang, etc. And they are widely used for targeted poverty alleviation.
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(20ur province is now preparing the feasibility report and project design for Hubei Safe, Sustainable, Smart Agriculture Project financed by the
World Bank. If these models are introduced to the WB financed project, they will make it different.
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We appreciate for IFAD’s support and guidance to Hubei poverty-stricken area.
Thank you very much for taking our project as the innovation demonstration
pilot project, from which we has accumulated precious experience in
agricultural and rural development.

Thank youl!
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