View metadata, citation and similar papers at core.ac.uk

SCHWERPUNKT

beyond the ken of scientists to ensure that the
bounty of that production system is translated
into food for the most needy and the most vul-
nerable of the human family.

Science, technology, and innovation have
been responsible for all the advances that have
benefited humanity. It is time that we turn that
ingenuity and creativity to address the severe ec-
ological challenges ahead, and to ensure that all
people have that most basic of human rights, the
right to food security. The science is largely there
and many of the technologies are on the verge of
becoming deployable. All of that is indeed within
reach in a very short time. It is possible to trans-
form how we produce and distribute the bounty
of this earth. It is possible to use our resources
in a sustainable fashion. It is possible to abolish
hunger in our lifetime.
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Development Assistance and
Investment in Agriculture:
Promises and Facts

by Shenggen Fan and Clemens Breisinger,
International Food Policy Research Institute,
Washington, DC, USA'

Growing development challenges have re-
newed attention to the critical role that ag-
riculture plays in the broad development
process. The impact of agriculture extends
beyond economic growth and poverty reduc-
tion to include improving health and nutrition
and building resilience to climate change and
conflict. While global and national promises
have been made to advance agricultural de-
velopment and food security, important gaps
in implementation remain. To sustainably
reduce poverty and improve food security,
investments in agriculture — both foreign de-
velopment assistance and national public ex-
penditures — must be scaled up and adapted
to exploit these new opportunities and to
build resilience to future development chal-
lenges. To this end, the role of new actors, in-
cluding emerging economies and the private
sector, must be fully harnessed. The efficien-
cy of public agricultural spending by national
governments must also be improved.

1 Introduction

The role of agriculture in promoting overall de-
velopment has been established as important for
economic growth and poverty reduction (Diao
et al. 2007), and investment in agriculture is one
of the most effective instruments for achiev-
ing these goals (Fan et al. 2009a and Fan et al.
2009b). Yet, agriculture has suffered from many
years of policy neglect. Increasing global devel-
opment challenges, including high and volatile
food prices, persistently high levels of malnu-
trition, biofuel expansion, and climate change
have renewed attention to the role of agriculture.
Moreover, the role of agriculture is increasingly
seen in a broader context, particularly as it relates
to improving the nutrition and health of poor
people, providing new economic opportunities,
and building resilience to conflict, land and envi-
ronmental degradation, and climate change risks.
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While global and national promises have
been made to advance agricultural development
and enhance food security, important gaps in
implementation remain. Many countries in the
developing world continue to underinvest in
agriculture and official development assistance
(ODA) to agriculture has not recovered from de-
cades of substantial declines. Given the new op-
portunities and challenges for agricultural devel-
opment, scaling-up and prioritizing investments
in agriculture will have to take into account these
new and emerging trends.

The objective of this paper is to discuss the
role of agriculture in a broader and dynamic con-
text, and to recommend how development assis-
tance and national government expenditures can
adapt to the evolving role of agriculture.

2 Emerging Role of Agriculture for
Development

Agriculture is bound to remain a key sector for
growth and poverty reduction in the foreseeable
future. The sector employs 65 percent of the la-
bor force in developing countries. It is a source
of livelihood for an estimated 86 percent of the
developing world’s 3 billion rural people and
is often the main economic activity of the ma-
jority of the poor (World Bank 2007). Three of
every four poor people in developing countries
continue to live in rural areas. In addition to the
well known roles of agriculture for development
such as securing food supply, creating farm and
non-farm employment opportunities, and pover-
ty reduction, fresh evidence suggests the emerg-
ing roles of agriculture in linking to nutrition and
health, and strengthening resilience to conflicts
and climate change.

Agricultural growth is good for improving
nutrition and health and these positive effects
should be further strengthened by complemen-
tary health and nutrition interventions (Ecker et
al. 2011). Joint agriculture and nutrition inter-
ventions such as micronutrient supplementation
and fortification programs have high economic
returns; the benefit-cost ratios range between five
and far above 100 overall (Behrman et al. 2006).
Public investments in specific crop breeding tech-
nologies such as bio-fortification — a technology
that can increase the bio-available micronutrient
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content in staples — and drought-, flood-, or pest-
resistant crop breeding have high potential to sub-
stantially reduce hunger and malnutrition.
Agriculture, rural development, and food
security, more broadly, may also play an impor-
tant role in preventing and increasing resilience
to conflicts. Several of the most commonly cited
reasons for why conflicts arise are directly or in-
directly related to agricultural development such
as poverty, underemployment of young men (Col-
lier, Hoeffler 1998), and inequalities in land, wa-
ter, and natural resources (Collier et al. 2003). The
recent uprisings in the Arab region are examples
of how food insecurity and high unemployment,
among other things, can spark social unrest and
civil war (Breisinger et al. 2011). In addition, the
agricultural sector seems to be disproportionally
affected by conflicts and faces important difficul-
ties in recovering from such disruptive events.
While the nature of conflicts varies, many longer
lasting civil wars take place in rural areas, and
lead to the destruction of agricultural assets and
infrastructure (Deininger, Castagnini 2006). Fi-
nally, the export-oriented agricultural sector often
suffers heavily from warfare as the sector tends
to be overtaxed in conflict times (Collier 2009).
Climate change will have fundamental im-
pacts on agriculture and food security through
higher and more variable temperatures, changes
in precipitation patterns, and increased occur-
rences of extreme events such as droughts and
floods. In 2050, for example, global production
of wheat and rice is projected to be 27 and 14
percent lower than in 2000 due to climate change
(Nelson et al. 2009). Moreover, global food
prices and child malnutrition across all regions
are projected to be higher in 2050 due to climate
change. Many developing countries will be hit
hardest and will likely face bigger declines in
crop yields and production than industrialized
countries. The negative effects of climate change
will be especially pronounced in the Middle
East, South Asia, and Sub-Saharan Africa. It is
important to invest in climate change adaptation
and mitigation, using the full potential of agri-
culture. In the area of adaptation, interventions
include investments in improved land manage-
ment, the adjustment of planting dates, and the
introduction of new crop varieties, while in the
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area of mitigation, they include improved energy
efficiency and crop yields, and land management
techniques to increase carbon storage. The costs
of agricultural adaptation and the barriers to miti-
gation are high, but IFPRI’s climate change re-
search consistently shows that the right mix of
investments and policies that emphasize both
adaptation and mitigation would pay off enor-
mously by helping subsistence and smallholder
farmer’s improve their livelihoods — even in the
face of climate change. At least US$7 billion
additional investments in agriculture would be
needed per year in order to improve agricultural
productivity and prevent the adverse effects of
climate change on children’s malnourishment
alone (Nelson et al. 2009).

3 Trends in Development Assistance and
Public Expenditure

Until recently, agriculture has been characterized
by underinvestment, both in terms of ODA and
public expenditures. A number of reasons have
been suggested as contributing to the past decline
in agriculture ODA, including (Dresriisse 1995):
i) changing paradigms of development assis-
tance; ii) falling international commodity prices
which made agriculture less profitable; iii) grow-

ing competition for development assistance; and
iv) economic recession and tight public budgets.
The type and degree of changes in the level of
development assistance to agriculture as well as
the effectiveness of agricultural assistance re-
main topics of much debate (DFID 2004).

Renewed attention to the importance of ag-
riculture, in addition to the persistent challenge
of high global poverty and hunger, has led to a
change in priorities and spurred increases in de-
velopment assistance to agriculture in the last de-
cade. ODA to agriculture, both in absolute terms
and as a share of total ODA, is gradually picking
up after years of significant decline (Figure 1).
The level of ODA commitments® to agriculture
declined significantly, on average, from its peak
of about $23 billion (2009 constant US$) in the
mid-1980s to approximately $5 billion in the
mid-2000s, before climbing back up to almost
$10 billion in 2009. Similarly, the share of agri-
culture in total ODA declined from 18 percent to
4 percent between the mid-1980s and mid-2000s,
but grew to 6 percent in 2009.

Government expenditure on agriculture — as
a proportion of total expenditure — has stagnat-
ed or declined in many regions of the world due
to massive underinvestment during the past de-

Fig. 1:  Official development assistance to agriculture
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Note:  Agriculture refers to agriculture, forestry, and fishing. ODA to agriculture refers to official bilateral
commitments or gross disbursements to developing countries.

Source: OECD 2011
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Table 1:

Public expenditure on agriculture

SCHWERPUNKT

1980 1990 2000 2007
% of total expenditure
East Asia and the Pacific 10.0 8.8 6.4 6.1
Europe and Central Asia - - 3.0 2.8
Latin America and the Caribbean 5.4 2.2 2.7 3.1
Middle East and North Africa 3.9 4.0 3.7 2.7
South Asia 6.6 6.9 4.8 49
Sub-Saharan Africa 5.6 5.8 4.3 5.3
% of agricultural GDP
East Asia and the Pacific 9.1 7.6 8.8 11.6
Europe and Central Asia - - 8.8 14.4
Latin America and the Caribbean 14.9 6.7 10.1 13.1
Middle East and North Africa 10.4 6.3 7.5 7.5
South Asia 2.8 4.5 3.6 44
Sub-Saharan Africa 3.9 2.5 2.4 33

Note:  All countries are classified using the World Bank’s regional classification.

Source: IFPRI 2010

cades (Table 1). Structural adjustment programs
induced national budget cuts and had a negative
impact on agricultural spending across all regions
(Fan et al. 2008). Similar to the latest trends in
development assistance, new attention to agricul-
ture has stimulated increased public investment in
recent years, but the lack of up-to-date data deters
a more complete assessment of trends. Nonethe-
less, evidence shows that the absolute levels of
public agricultural expenditure in most regions
have increased significantly since 2000 (IFPRI
2010). With the exception of the Middle East and
North Africa region, where public agricultural
spending grew by only 2 percent per annum from
2000 to 2007, annual growth in spending in all
other regions ranged from 7 to 9 percent in the
same period. However, in terms of agricultural
spending as a share of total government spending,
all regions have seen declines since 1980.
Agricultural expenditure as a share of agri-
cultural gross domestic product (GDP) is an even
more appropriate measure of a government’s
support for agriculture, as it measures public ag-
ricultural expenditure relative to the size and im-
portance of the sector. Government expenditure
on agriculture as a share of agricultural GDP in
South Asia and Sub-Saharan Africa — the regions
with the largest number of undernourished peo-
ple in the world — continues to lag behind that of
other regions (Table 1). In Sub-Saharan Africa,
in particular, agricultural expenditure is only 3.3
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percent of agricultural GDP, about one third of
agriculture’s share in East Asia and the Pacific
and Latin America and the Caribbean.

Recognizing the important role of agriculture
for development, governments in Africa adopted
the promising Africa-owned and Africa-led devel-
opment initiative “Comprehensive Africa Agricul-
ture Development Programme” (CAADP). African
governments pledged to increase public agricul-
tural investments by at least 10 percent of national
budgets within five years in order to raise agricul-
tural output by a minimum of six percent annually
(AU 2003). 25 countries have already signed their
CAADP compacts (Benin et al. 2010), which align
national agricultural sector policies, strategies, and
investment programs with CAADP principles, pil-
lars, and targets. But only a few countries have met
the 10 percent budget allocation target.

Low investments in agricultural research
and development (R&D) over the past several de-
cades have contributed to stagnating crop yields
in many regions around the world, especially in
Sub-Saharan Africa. In addition, many countries
have lost important knowledge and capacities in
national agricultural research institutes (Beinte-
ma, Stads 2011). Evidence on the impact of pub-
lic agricultural resource allocation across specific
functions, such as R&D, rural infrastructure, and
extension, can help governments to target scarce
public resources better and set future investment
priorities (Fan et al. 2008).
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4 Repositioning Agriculture for Achieving
Development Goals

The era of cheap food may be over and global
challenges are emerging. Population growth, in-
creasing food demand induced by higher incomes,
changes in the quality, diversity, and composition
of the food demanded, alongside land and envi-
ronmental degradation will put extra demands on
global food and agricultural systems. Expanding
biofuel production and climate change are also
expected to add pressure and drive up food pric-
es. Given the complexity of global development
challenges, a comprehensive approach is crucial,
one that includes smart policies and investments
to promote sustainable agricultural growth and
food security. This approach needs to exploit the
positive impact of agricultural investments on a
broad spectrum of development challenges and
outcomes, including good nutrition and health,
sustainable use of natural resources, and stronger
resilience to climate change (Fan et al. 2011).

41 Setting the Right Priorities for Public
Investments in Agriculture

Maximizing the role of agriculture to shape de-
velopment outcomes and overcome global chal-
lenges depends heavily on improved targeting of
investments. Public investments have high op-
portunity costs, that is, public resources are gen-
erally scarce and there is strong competition for
the use of these resources — so national govern-
ments must use their resources more efficiently.
Reliable information on the marginal effects of
various types of public expenditures is crucial for
governments to be able to make sound investment
decisions. IFPRI case studies offer some impor-
tant lessons discussed below (Fan et al. 2009a).
Agricultural research, education, and rural
infrastructure are the three most effective types of
public spending for promoting agricultural growth
and reducing poverty. Limited evidence from Chi-
na and Uganda indicates that it is often the low-
cost types of infrastructure, such as rural feeder
roads, that have highest payoffs in terms of growth
and poverty reduction per unit of investment. Re-
gional analysis conducted in China, India, Thai-
land, and Vietnam suggests that more investments
in many less-developed areas not only offer the
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largest poverty reduction impact per unit of spend-
ing, but also lead to the highest economic returns.
In Africa, however, such regional trends are not as
prevalent, with most regions having comparably
high returns in terms of poverty reduction regard-
less of development status. This implies an overall
underinvestment of public resources in Africa.

The case studies also indicate that different
spending priorities are needed during different
stages of development; “one-size-fits-all” strate-
gies do not work. During the first phase, strate-
gies should focus on reducing widespread poverty
and malnutrition through broad-based economic
growth that reaches rural areas. In subsequent
phases, more direct attention should be focused on
lagging sectors and regions, as well as on poverty
and malnutrition at the community and household
levels, in order to reduce the poverty and income
inequalities that arise and persist despite reform.
Most Sub-Saharan African countries are still in the
first phase of development. In these countries, gov-
ernments have the central responsibility to forge a
well-sequenced and coherent growth strategy and
determine what public investments are required.
Public investments in infrastructure and agricul-
ture need special attention. Countries such as Chi-
na, India, Vietnam, and Thailand have successfully
completed the first phase of poverty reduction and
now need to begin to address regional inequities
and poverty and nutrition issues at the household
level. China has traditionally favored a sectoral
and regional targeting approach (such as employ-
ment programs) to deal with rising inequalities,
but has recently expanded to more household- and
community-targeted programs. India, in contrast,
has concentrated on targeting specific sections
of the population and has also recently expanded
employment programs. India’s experience shows
that the use of a variety of targeted programs that
are directed towards specific sections of the poor
— including children, women, or the elderly — can
help improve targeting compared with the broader
income- or area-based approaches.

Given the potential of agricultural investments
to advance broad development goals and overcome
development challenges, it is vital that the chosen
investments maximize this multi-dimensional and
dynamic impact of agricultural development ef-
forts. For example, agricultural investments should
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focus on developing and increasing the productiv-
ity of more nutritious varieties of the staple food
crops that are frequently consumed by poor. Along
the same lines, special attention should also be
given to improving yields, developing crops with
more resistance to natural resource degradation
and scarcity, and raising the efficiency of land and
water use for food production. In terms of climate
change, “win-win-win” agricultural strategies and
investments are needed that provide benefits for
climate change mitigation and adaptation, as well
as agricultural productivity. The key is therefore
not only to increase investments in agricultural de-
velopment but to prioritize investments and find the
appropriate mix that has the largest impact across a
broad range of development outcomes. Given the
potential of agriculture to affect a broad spectrum
of development outcomes — ranging from nutrition
and health to climate change and conflicts — it is
crucial that mechanisms are established to create a
cross-cutting dialogue across sectors.

4.2 From Commitments to Implementation

Acknowledging the critical role to be played by
agriculture in overcoming development challeng-
es is not enough; it needs to be followed by the
implementation of commitments and the timely
disbursement of the pledged resources within a
framework of strong institutions and governance.
Decision-makers at all levels have made substan-
tial financial commitments to enhance food secu-
rity, especially through agriculture, but they have
often failed to meet those commitments. In 2005,
global donors made commitments to increase
development assistance substantially at the Gle-
neagles Group of Eight and the Millennium+5
summits. However, the latest projections show
a shortfall of US$18 billion in 2010, which will
mainly affect Africa (OECD 2010).

The G-8 countries in their L’Aquila Joint
Statement on Global Food Security in 2009 com-
mitted US$22 billion within 3 years for improv-
ing global food security. As a follow-up to these
pledges, a new multidonor trust fund — the Global
Agriculture and Food Security Program — was
launched in April 2010 with the aim of making
commitments operational as quickly as possible.
Another new scheme is the United States govern-

Technikfolgenabschatzung — Theorie und Praxis 20. Jg., Heft 2, Juli 2011

SCHWERPUNKT

ment’s global hunger and food security initiative
“Feed the Future”. This initiative, which builds on
the “Paris Declaration on Aid Effectiveness and
the Accra Agenda for Action”, aims to renew the
US commitment to invest in sustainably reduc-
ing hunger and poverty (US government 2010).
However, to date, there is a large gap between the
commitments and actual disbursement — only 22
percent of the pledges made have been disbursed
(The French Presidency of the G8 2011).
Commitments of resources to agriculture
and their timely implementation can lead to effec-
tive policies and positive development outcomes
if supported by strong institutions and gover-
nance at the global, regional, and national levels.
Timely and transparent monitoring of implemen-
tation adds accountability to the moral obliga-
tion of governments and donors to follow up on
promises made. The recently developed “Region-
al Strategic Analysis and Knowledge Support
Systems” (ReSAKSS), a collaboration between
the “Consultative Group on International Agri-
cultural Research” (CGIAR) and leading regional
economic communities in Africa, is perform-
ing this accountability function for the CAADP
targets. At the global level, the “United Nations
High-Level Task Force on the Global Food Se-
curity Crisis” helps international organizations to
support national governments in combating food
insecurity. The task force has coordinated donor
efforts in more than 60 countries, with intensified
coordination in 33 (United Nations 2009).

4.3 The Growing Role of New Players

Given the increasing complexity and challenges
facing the agricultural sector and overall devel-
opment efforts, new actors — including the pri-
vate sector and emerging economy donors —have
the potential to strengthen agriculture’s roles in
tackling these challenges while also promoting
development and food security. But the opportu-
nities presented by these new actors have not yet
been fully harnessed.

The private sector can — given the right in-
centives — provide effective and sustainable invest-
ments and innovation to boost agricultural produc-
tivity and enhance food security. Past initiatives
from the private sector have included the develop-
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ment of more affordable and nutritious products to
reduce hunger, and public-private partnerships to
better integrate smallholders into high-value mar-
kets. In order for the private sector to maximize the
development impact of agricultural development,
governments in developing countries need to pro-
vide an enabling and business-friendly environ-
ment that helps companies advance their core ac-
tivities while promoting agricultural development
and food security. Due to the diversity of private
initiatives and the environment in which they are
implemented, there is no “one-size-fits-all” solu-
tion on how to better engage the private sector and
both public- and private-sector perceptions need
to change. National governments should develop
their own strategies for collaboration with the
private sector and factor in private enterprises in
the design of development strategies. The private
sector should also be engaged in international dia-
logues for advancing agricultural development and
food security. Public and private actors need to in-
vest in the sound monitoring and evaluation of the
impact of private initiatives on the poor and the en-
vironment. The role of public-private partnerships
in agricultural research, including with CGIAR
centers, will be crucial.

Emerging economy donors are not only play-
ing an increasing role in providing development
assistance but can maximize the increasing poten-
tial of agriculture to have a positive impact on a
broad set of development outcomes and to over-
come the challenges facing development. 10 coun-
tries that are not members of the OECD Develop-
ment Assistance Committee — Brazil, China, India,
Kuwait, Saudi Arabia, South Africa, Republic of
Korea, Turkey, United Arab Emirates, and Venezu-
ela — each provide more than US$100 million of
development aid a year (ECOSOC 2008). Incorpo-
rating emerging donors is not just driven by a need
for more resources. In fact, most of the develop-
ment assistance goes beyond traditional aid and is
better described as part of mutually beneficial eco-
nomic and political partnerships. This assistance is
closely linked with trade promotion, investment,
and provision of technical assistance, including for
agriculture. Many of the emerging countries have
recently or are currently dealing with similar chal-
lenges to development and food security, and thus
have a wealth of relevant knowledge that can ben-
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efit other developing countries. It is important that
South-South cooperation is seen as a complement
to, and not a substitute for, relations between de-
veloping countries and “more established” donor
partners (Fan, Brzeska 2010). The objective is not
to absorb aid from emerging countries into exist-
ing aid mechanisms, but to improve coordination
between emerging economies and other donors.

5 Conclusion

Rising food prices threaten global food security
and years of progress in poverty reduction, sug-
gesting a radical rethinking of the role of agricul-
ture. Agriculture’s potential to shape development
outcomes beyond economic growth and poverty
reduction is evident. Based on the findings of this
paper and evidence from the literature it is clear
that fully exploiting this potential will require a
better understanding of how agriculture interlinks
with nutrition, health, new businesses opportuni-
ties, conflicts, land and environmental degrada-
tion, and climate change. Important tasks include
learning more about how different patterns of ag-
ricultural growth affect nutrition and health. How
private sector-led development of global and local
food supply chains can best serve the poor and hun-
gry? How and through which channels conflicts
affect agriculture and how rural development, es-
pecially agricultural interventions, contributes to
mitigating risks and improving resilience of poor
households and communities? How and through
which channels climate change continues to inter-
act with agriculture? How agriculture can be made
environmentally friendly and bring land degrada-
tion under control? Finding answers to these ques-
tions is likely to make agricultural development
and investments even more effective for improv-
ing the lives of the poor people and the productive
capacity of their agro-ecosystems.

Exploiting the increasingly broad impact of
agriculture on development outcomes and agri-
culture’s potential to address emerging challenges
has significant implications for future agricultural
investments (ODA and national public expendi-
tures). The role of new players in financing ag-
riculture for development must be strengthened,
and donors must change their way of doing busi-
ness to reflect and support the emerging role of

Technikfolgenabschatzung — Theorie und Praxis 20. Jg., Heft 2, Juli 2011



agriculture more effectively. Improved coordina-
tion, for example, between traditional donors and
emerging economy donors will be important. Na-
tional governments, particularly in Africa, need
to scale up their expenditure on agriculture and
rural development and improve the efficiency of
resource allocation. To more effectively and ef-
ficiently tackle complex development challenges,
international partners and national governments
must improve cross-sector collaboration. Work-
ing together, public and private actors can fully
exploit agriculture’s huge potential for reducing
poverty, food insecurity, malnutrition and a host
of other development challenges on a large scale.

Notes

1) Shenggen Fan is the corresponding author of this
essay. He is Director General of the International
Food Policy Research Institute (Washington, DC).
Coauthor Clemens Breisinger is research fellow at
the same institute.

2) The ODA data on commitments focuses on flows
from Development Assistance Committee member
countries and the European Union Institutions, but
also includes flows from only some multilateral agen-
cies since reporting by multilaterals is voluntary to
the Development Assistance Committee secretariat.
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Detrimental Land Grabbing or

Growth Poles?

Determinants and Potential Develop-
ment Effects of Foreign Direct Land
Investments

by Michael Briintrup, German Development
Institute, Bonn

Large-scale Land Acquisition has become a
source of concern in the last few years. The
article argues that they will also remain an
important issue for food security in the future
since there are several forces driving up the
interests for these kinds of investments. The
stakes for poor countries are high: many ad-
vantages such as access to specific markets,
technology, management, capital, and fi-
nance which can create a considerable num-
ber of jobs and a push for local development
are opposed by important threats for local po-
pulations but also for the environment. Early
assessments point to predominantly critical
situations. Given these trends, Large-scale
Land Acquisition should not be left to market
forces alone. National governments, regio-
nal bodies, and the international community
have a responsibility to protect the interests
of the poor and shape large-scale land acqui-
sitions in a development-friendly way.

1 Relevance, Location, and Shape of
Foreign Land Acquisitions

Large-scale Land Acquisition (LSLA), i.e., land
acquisition or long term lease of, say, more than
100 up to several million ha — or “land grabbing”
for those who pronounce the negative aspect of
these investments — have become a source of con-
cern and international discussion in the last few
years. Some observers, including the head of the
Food and Agriculture Organisation (FAO), talk
of “neo-colonialism” (Borger 2008; Robertson,
Pinstrup-Anderson 2010). This, however, only
touches the foreign investors (mainly from Chi-
na, states of the Middle East and North Africa,
Russia, the UK, and the US), while in reality most
of the land acquisitions are carried out by national
investors even in countries where one would not
expect much local capital, and thus remain below
the radar screen of international attention. For in-
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