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Nestle Stimulates New Era
or Chinese Farmers
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Christian Schmid, EVP
Technical at Nestlé
Greater China Region,
talks to The Bridge
about China’s changing
agribusiness landscape
and Nestlé’s current
projects.
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A range of R&D facilities are available for Nestlé's partners at the NDFI.
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industrial dairy farming, or, if I may say so, modern dairy farming. This
means that there are now increasing numbers of large farms, by which
I mean farms with more than 100 animals, and some mega-farms which
have 10,000 or more animals. The government is encouraging this tran-
sition, and at Nestlé we agreed with them that we would put together
this dairy institute as a demonstration of Nestlé’s creating shared value
commitment, as well as to help the community to move forward. It is
aimed at the whole dairy community, not just Nestlé suppliers. The vi-
sion and mission of the DFI is to be recognised as China’s leading centre
of competence for dairy farming.

We inaugurated the DFI in October of last year,
and it has a few different aspects, as it is both an edu-
cational facility and an R&D centre. On the educa-
tion side, we have classrooms and two demonstration
farms that are part of the institute. We run courses
for professionals in the dairy industry, ranging from
three-day courses for farm workers up to month-long

don't run these courses by ourselves; we have a num-
ber of expert partners who help us. On the academic
side we are partnered with the University of Wiscon-
sin-Madison, and also the North East Agricultural

of leading industry partner companies who specialise
in particular aspects of dairy farming, feeding, health
management, genetics and so on, so that overall we
cover the end-to-end process. So far, those who have
attended the courses seem to have found them very useful, and we are
developing ways of testing them at the end of their programmes so that
we can ensure they return to their farms with tangible and practical new
knowledge.

As well as the educational side of the project, there are R&D facilities
at the institute, where our partners do a lot of research (we ourselves
tend to focus more on the development side). Again, the research cov-
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ers anything related to dairy farming,
and recently our partners have been
looking at developing more efficient
feed mixes. This is essential for cost-
effective milk production, but can
also have an effect on the cattle’s
methane production, a particular
concern for the dairy industry at pre-
sent. Then, on top of that, we have
partners doing interesting work in
genetics and vaccinations, so we are
exploring many different areas, but
all with the overall goal of helping
the industry to move forward.

How are the farmers responding  1pe Nestié Dairy Farming Institute has a range of educational facilities for attendees.
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to this transformation in their
working practices?

By and large, the farmers participating in the transformation are
seeing it as a positive development. Those who are working with the
institute get guidance, and they have a partner they can appreach and
get their questions answered, which is very important at this phase of
transition. On top of this, they have access to a network of the other
farmers working with the institute and our partner organisations.
Obviously, there are some small farmers who don't believe that they
have the capabilities to grow and move away from looking after only
ten cows, but many seem excited by the prospect. Overall, I think
dairy farmers in China are approaching a junction: either they go one
way and move to professional farming, or go the other and get out of
farming altogether. In between, there is not much left.

The government is encouraging this transition primarily because
they believe that with bigger and professionally managed farms,
food safety will be better controlled and better managed than it is at
present, given the number of backyard farms in China. This makes
sense, but food safety is primarily driven by the knowledge level of the
farmers. If they don't have enough knowledge about how to manage
a farm, and you give them a bigger farm, they will have the same
problems, only on a bigger scale — and that is where the Nestlé Dairy
Farming Institute comes in.

What is your view of this transition, from the perspective of
Nestlé?

We welcome the increased focus on quality, and we want to reassure
the consumer that local ingredients can be of high quality and meet
worldwide standards. Also, it is important for us, as better safety
standards upstream in the process can help reduce wastage. We have
stringent regulations in terms of food safety, and so if we get raw
materials from a farmer that don’t meet regulatory norms, then a lot of
effort, resources and water will have been wasted.

Because of this, we ourselves have invested a lot of effort in ensuring
the safety of food — not just the final products, but also the raw
materials we use. We are making progress in increasing our upstream
traceability, so that if we find we have a problem with some milk, we
are able to trace it back to the farm, and even potentially to the level of
the individual cow. We do not only do this for dairy products, and we
are setting up similar systems for peanuts and grain so that we know
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which mill the wheat flour comes from, as well as which farmer and
field. This enables us to train up our farmers so that the grains with
which they supply us are the right grains to meet all the regulations
and standards.

What are some of the other projects that Nestlé are working on,
away from dairy?

Another area in which we have been investing heavily is in our work
with coffee growers in Yunnan's Pu’er region. Before we started
activities there, there was hardly any coffee at all in China, but now
Yunnan has become quite a reference point for arabica coffee. We
procure about 13,000 tonnes a year of this coffee. Starting from this
season, all the beans we buy in Yunnan are certified for the highest
industry 4C (Common Code for the Coffee Community) criteria.
Before we came to Pu'er, the farmers were
growing a range of different things — corn,
rubber, tea — but now they see coffee also as
a good source of income. We have supported
this transition in a number of ways, and we
have been both supplying the farmers with
seedlings and arranging training courses for
them. The goal is to build the capabilities

Food safety Is
driven by the
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of our suppliers by teaching them how to knOW\edge le\/e‘ RMESMREY, AEX, ARk,

maximise their quality and yields — what
they need to do to ensure that their trees are
successful and healthy, and how to make sure
that the beans are picked at the right time. To

of the farmers
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in Xishuangbanna, and we also do some R&D
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centre in Tours, with the goal of maximising
the quality of the coffee that we produce.
Now, of all the coffee that we procure in Pu'er,
between 8o and go per cent is used in Nestlé’s
activities elsewhere in the world, so its quality is certainly being
recognised.

As well as coffee, we are also now looking into peanuts, chickens
and eggs. You would think chickens and eggs would come together,
but actually the two are quite separate industries. In these sectors, we
are at a much earlier stage of development: at the moment, we have no
plans to set up a chicken-farming institute, but what we are doing is
trying to understand the various upstream processes better. At present
we just buy these goods as commodities, but we need to have a better
understanding of the whole supply chain in China — where and how
they grow, and what are the risks in the growing areas. Once we have
done this, we will be able to work with everyone in the supply chain,
from the farmers through to the traders and the warehouse operators,
to improve quality and also to minimise the risk of safety problems.

We don’t do everything, but we try to get involved where we can
have the biggest impact and deal with our biggest supply risks. Food
safety is non-negotiable for us, but by working with the suppliers we
hope to create a scenario in which everyone wins. Higher-quality raw
materials are good for us, as when we receive them, the fewer products
we have to throw away, the better. At the same time, this is also good
for consumers, as the less we throw away, the lower their costs are —
and it is good for the farmers themselves, as they get a better and more
reliable source of income. ©
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