
 

CIRCULAR FOOD SYSTEMS
SMEs Role in Circular Food Production | POLICY BRIEF

ANNUAL
CONFERENCE

2021



SMES ROLE IN CIRCULAR FOOD PRODUCTION ●  2

Envforum 2021 POLICY BRIEF

 

The Asia-Europe Environment Forum (ENVforum) Annual 
Conference 2021 focused on Circular Food Systems as 
possible solutions to reverse climate change. Co-organised 
by Hanns-Seidel Foundation (HSF), one of the workstreams 
of the conference discussed the Role of SMEs in Circular 
Food Production. This thematic stream aimed to bring 
together policymakers, trade associations, experts, civil 
society, and the food industry to discuss and showcase the 
role of SMEs in transitioning our food system towards circu-
larity. 

The agri-food sector has negatively impacted climate 
change through GHG emissions and land use. Currently, it is 
responsible for approx. 25% of the global GHG emissions,

while actions to reverse increasing emissions from the 
sector remain limited. One of the solutions is the transition 
towards circular food system that will result in emission 
reduction, sustainable natural resource use, increased food 
security, job creation, and well-being. Since over 90% of all 
companies (producers and distributors) in the food sector 
are SMEs, their role in creating circular food systems will be 
crucial.   

In Europe, there are 25 million small and medium-sized 
enterprises (SMEs), with around 100 million people 
employed and delivering half of Europe's GDP. In 2017, 
there were 22 000 agricultural producers and 289 000 food 
and drink companies in Europe, 90 per cent of which were 
SMEs. As a result SMEs have an essential role in ensuring 
the circular transformation of the food sector by innovating, 
using sustainable production practices, contributing to the 
creation of circular food supply chains, and delivering 
solutions for sustainable food consumption. The European 
approach towards creating a sustainable, healthy, and fair 
food system is framed under the Green New Deal, specifical-
ly by the Farm to Fork strategy.

Conceptual approach of the EU Farm to Fork Strategy

Source: https://ec.europa.eu/food/horizontal-topics/-
farm-fork-strategy_en

The panel discussion included experts and SME representa-
tives in the food industry from Asia and Europe. During the 
session, panellists discussed the role of SMEs in the Circular 
Food Systems and how the uptake of bioeconomy approach-
es can underpin circular processes. Several options for 
valorising food waste in the circular economy and practices 
to foster eco-entrepreneurship and business model cases 
and food upcycling were also presented. Panellists suggest-
ed that a circular food system should be built on three 
pillars: regenerative agriculture and ecosystem-based 
approaches, efficient use of resources (closing loops, reduc-
ing post-harvest losses), and food waste valorisation.   The 
panel discussion then set the scene for a subsequent 
interactive discussion to identify solutions to enable and 
incentivise food SMEs to adopt circular practices and take a 
more active role in transforming the food system across the 
different value chain stages.

The agri-food sector 
has negatively 

impacted climate 
change through GHG 

emissions and land 
use.

KEY MESSAGES:

SMEs have a role in innovating in the food sector. They 
are well placed to pioneer sustainable production 
practices, create circular food supply chains, and 
deliver solutions for sustainable food consumption 
(e.g. by solutions for reducing food waste).

Circular transformation in the food sector will need to 
be supported by public bodies, with improved legisla-
tion, better availability and access to finance, technolo-
gies, markets and supply chains. 

The economic viability of circular solutions should also 
be further studied and emphasised. More importantly, 
there is a need to increase consumer awareness on 
circular food production approaches.

Increasing political will is crucial to enable the circular 
transformation to happen.

The economic recovery schemes following the 
pandemic offer an opportunity for SMEs. Government 
funding via green financing and green recovery can 
offer long-term, sustainable solutions. 
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Supporting this vision, the Circular Economy Action Plan of 
the EU set out to transform the operations of major econom-
ic sectors into circular models. The strategy recognises the 
food system's considerable resource and environmental 
pressure and stresses the importance of circular approach-
es throughout the food value chain. Circularity considera-
tions are also being integrated into national and local 
policies. Regarding the role of SMEs in this transformation, 
the recently adopted SME Strategy for a sustainable and 
digital Europe outlines that SMEs in various sectors, includ-
ing those in agro-food, will need to consider the impact of 
their operations on climate and environmental risks, and 
they need to have increased capacity to manage these risks.   
While there are several good practices of European SMEs 
focusing on reducing production losses, improving transpor-
tation or distribution practices, producing food near or in 
urban cities, addressing food waste, there is a need for 
further efforts to upscale these good practices. SMEs need 
better access to quality raw materials, finance, technical 
assistance and capacity building.

The role of SMEs in creating circular food systems and 
contributing to food security is also crucial in Asia since the 
SME sector constitutes most businesses in the Asia-Pacific 
region. Besides contributing to sustainability, resource 
efficiency and job creation, the application of circular econo-
my approaches among SMEs can also have an essential role 
in improving human health by decreasing direct exposures 
to environmental pollution.

Aiming to promote circular economy approaches, the ASEAN 
adopted a Framework for Circular Economy for the ASEAN 
Economic Community. The framework highlights the impor-
tance of fostering eco-innovation and supporting innovators 
in the SME sector, the role of SMEs in creating circular value 
chains and the need for creating enabling mechanisms to 
support SMEs in the adoption of circular practices.  Concern-
ing the agriculture and food sector, the ASEAN cooperation 
is taking forward an agenda on sustainable food systems in 
the context of globalisation, rapid economic growth, and 
climate change. The Strategic Plan of ASEAN Cooperation in 
Food, Agriculture and Forestry 2016-2025 aims to ensure 
equitable, sustainable, and inclusive growth; alleviate pover-
ty and eradicate hunger while promoting regional integra-
tion; enhancing access to global markets and increasing 
resilience, while contributing to mitigation and adaptation of 
climate change. Additionally, programmes such as the 
SWITCH-Asia have supported SCP implementation in 24 
Asian countries since 2007, with several projects focused 
on implementing circular approaches in the agri-food sector.  
At the same time, further work is needed in both regions to 
raise awareness, create enabling policies and involve SMEs 
in the adoption of circular approaches.

SMEs in the food system have a lot of opportunities to 
contribute to sustainable food production, address post-har-
vest losses and reduce packaging waste. However, several 
challenges can potentially harm the uptake and upscale of

circular food production practices in the SME sector. Partici-
pants of the session identified three main problem areas:

Bringing the SMEs to the policy-making process: While Circu-
larRoad maps are being developed on a national level in 
many countries, panellists suggested that there is also a risk 
of not integrating the SMEs' perspective into these 
roadmaps. There's often a disconnect between policymak-
ers and entrepreneurs that needs to be addressed.  

Promoting the uptake of circular procurement approaches:  
The role of governments is crucial in promoting green 
procurement. Moreover, financial incentives for SMEs to 
adopt these circular approaches are still needed to ensure 
that they can afford to implement these practices.

Avoid silos approach in policymaking: The systematic imple-
mentation of circular approaches require a coordinated 
effort towards developing sustainable policies. 

Aim for a practical model of standardization: Food is a very 
complex product, and compliance with food production and 
food safety standards are crucial for the viability of the SME 
sector. Policies, therefore, need to identify practical stand-
ards of food production to enable SMEs compliance. 

CREATING COHERENT AND COMPREHENSIVE 
POLICIES FOR CIRCULAR FOOD SYSTEMS 

1.

4
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CHALLENGES FOR INVOLVING SMES IN CIRCULAR 
FOOD SYSTEMS

SOLUTIONS FOR INVOLVING SMES IN CIRCULAR 
FOOD SYSTEMS

lack of or insufficient policies to promote circular food 
system approaches;

limited access for financing SMEs to innovate/upscale 
circular solutions; 

lack of awareness among consumers and businesses 
and limited political will to support the transition.

-

-

-

SUFFICIENT AND EFFICIENT FINANCING:2.

Creating financial incentives specifically for SMEs: Despite 
various sources of funding for SMEs, there is still a general 
lack of incentives supporting circular economy development 
of SMEs in Asia. These can be in the form of green procure-
ment and tax incentives, besides direct funding.  Internation-
al collaborations and improved cooperation for funding are 
also crucial in this quest.

Making access to financing easier: Even if funding is availa-
ble, many SMEs still face challenges accessing it. They often 
don't have the know-how to apply for funding and then have 
difficulties complying with accounting and reporting require-
ments. It is therefore important to create an easy-to-follow 
application, accounting and reporting standards.
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Designing efficient subsidies, which support circular food 
production approaches: Identifying what kind of subsidies is 
needed and the best delivery approach can trigger transfor-
mation and create a snowball effect in making food systems 
circular. 

Increase further consumer acceptance towards circular/bio-
economy approaches: Working towards improved consumer 
awareness and consumer acceptance of the circular food 
systems is critical because consumer demand for circularity 
can drive policy change and create an enabling framework. 

Connect producers with conscious consumers: There is a 
challenge to connect conscious consumers to existing 
produces, so solutions such as IT platforms and technolo-
gies should be utilised to link existing supply to demand. 
SMEs need to work together to build up momentum. Howev-
er, they also need to collaborate with large-scale food 
producers because the whole system must transform, and 
all stakeholders have a role to play in the transformation.

AWARENESS-RAISING:3.
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