
 

AGRI3 Early Disclosure 

China smallholder chilli production 

The following information will be published on the AGRI3 website 30 days prior to the final Investment 
Committee approval of a project (IC2) and prior to final signature of the contract.  

 

Transaction name China smallholder chilli production  

Sector Chilli pepper production   

Country and region Chongqing, China  

Deal overview  

The company, a Chinese State Owned Enterprise (“SOE“), trades and distributes 
agricultural materials both for export to large international companies as well as 
to local farmers. 
 
In collaboration with village authorities, the company has developed a project 
which aims to provide seedlings, inputs (e.g. fertiliser and herbicides), technical 
advice and training to smallholder farmers to grow and harvest chilli pepper, 
which they will then purchase. This is expected to significantly improve farmer 
incomes, raise the productivity and volume of chilli’s that the client can process 
(dry) and support their sale into the provincial market.   
 
The company has requested a working capital loan of 70 million RMB from the 
Partnerbank to source the farm inputs and to invest in baking plants, equipment 
and warehouse facilities, then sell - in-kind or on pre-finance basis - the inputs to 
the local cooperatives (on behalf of the farmers) and purchase the final product. 
Along with the inputs the company will also provide advisory services to farmers 
– including training on fertilizer application, soil fertility management and water 
management.   

The project will build on a pilot that was undertaken by the company over the last 
year, targeted at the Shi Zhu county. The loan requested will help the company to 
expand the project to other national counties in Chongqing city of China. 

Description of the 
activities  

The project will focus on the following activities: 

• Farmer engagement – the company works together with local 
cooperatives and village collectives to gather small households together 
to join the initiative 

• Inputs – the company pre-finances and provides the required inputs 
(including seeds, fertilizer, pesticides, planting technology and advice) to 
farmers that are part of cooperatives 

• Training – the company conducts training in various counties/villages, and 
provides technical support and trainings to the farmers on production 

• Purchasing and financing – the company purchases the products from 
farmers at guaranteed market prices providing a bonus to the local 



 

cooperatives/engaged farmers when there is extra margin during good 
market condition.  

• Production – develop a cold storage, drying and processing facility to 
process the chilis prior to sale to the market  

Expected impact 

Sustainable agriculture 

• Ha under sustainable management (i.e. meeting agreed definition of 
sustainable ag)  

• Additional tons per year per unit area, disaggregated by commodity and 
borrower type, sustainably produced by funded projects (t crop)  

 
Rural livelihoods 

• Number of individuals trained in sustainable chilli cultivation methods 
(Agri 3 to review the training plan scope and contents)  

• Increase in incomes per farmer   

• No of female farmers contracted to the project  

• % of women employed in the project and at what levels  

E&S risks  

For this project there are several potential E&S risks, that will need to be 
investigated further in due diligence. These include: 

• Over use of fertiliser, typical of region 

• Pollution control, energy and water use – agricultural operations often 
generate adverse effects to ecosystems 

• Health and safety hazards in agricultural production related to the use of 
toxic agrochemicals and hazards in the drying unit and transportation 
operations 

• Stakeholder engagement and grievance management; relations with the 
cooperatives are critical to project’s success 

Contact details of 
fund manager 

Parties can express their views on the proposed transaction to the Fund Manager 
by contacting info@agri3.com within 30 days of the publication date of the notice 
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