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Financing for Development 
 
In a few months, heads of state, ministers of finance, business leaders and heads of non-governmental 
organizations will meet in Addis Ababa to launch a new global Financing for Development Framework. 
Among other things, this Framework will be critical to the successful implementation of the post-2015 
sustainable development agenda. Since inclusive and sustainable rural transformation is a precondition for 
sustainable development, financing this transformation will need to be a central concern of the decision-
makers at the Addis conference.  
 
Why rural transformation? 
 
The rural areas of developing countries are home to an estimated 3 billion people, but too often they are 
places of deprivation rather than opportunity. Three-quarters of the world’s poorest people live in rural 
areas, as do most of the world’s hungriest children, women and men. In much of the developing world, 
rural communities are physically cut off from markets and services because paved roads, electricity and 
telecommunications do no reach far enough. In sub-Saharan Africa, for example, poorly maintained roads 
have resulted in an estimated one-third of the rural population living five hours from the nearest market 
town of 5,000 people. Rural areas also often lack the electricity, running water, schools and health 
services that would allow enterprises and populations to thrive.  
 
To implement the post-2015 agenda, we must invest in agriculture to achieve food security and nutrition 
for all, and we must transform the rural areas of the developing world so that they offer a range of jobs 
and economic opportunities as well as decent living conditions, making it possible for 3 billion rural 
people to fulfil their potential.  
 
When there is a more even distribution of employment, services, opportunities and wealth between rural 
and urban areas, nations can have inclusive, balanced and robust growth. Moreover, growing cities need 
healthy rural areas to grow food for the world’s rapidly increasing population and to maintain the 
ecosystems that contribute to clean water and air.  
 
Development efforts that empower people who live in remote rural areas to build prosperous and 
sustainable livelihoods are important, therefore, not just for successfully meeting the post-2015 
development agenda, but also for creating a better world for all. 
 
The alternative, of continued neglect and migration from the farm and village to cities and abroad, will 
only result in swollen urban areas and larger slums.  

 



 

 
Rural transformation will require a significant increase in productivity – and in access to markets and 
services in the rural sector. It will also require finding ways to boost investment in rural areas to bridge 
the gaps that still hold back many rural economies, such as in infrastructure, knowledge, technology, 
market development, climate adaptation and more. Much of this will require investment in public or semi-
public goods, an area where greater mobilization and better use of domestic and international public 
resources will continue to be critical for many years to come. 
 
In addition, investments – both public and private - in sustainable food systems are essential to reduce 
hunger, protect and preserve key natural resources and biodiversity, and provide decent incomes and 
working conditions for the rural women and men who depend on smallholder agriculture. 
 
Unfortunately, many countries face numerous obstacles to achieving this reality. Many economies are 
disrupted by recurrent conflicts. Inadequate or unfair tenure systems deprive smallholders of secure 
access to and control over land. Lack of decent employment opportunities for young people is a 
widespread problem, and a major source of rural-to-urban migration. Gender inequality remains pervasive 
in many countries; women continue to have significantly less (or less secure) access to assets and services 
that could boost their productivity, improve their welfare, and decrease their workload. Investment flows 
in the rural sector are hampered by (real and perceived) high risks that deter investors and financial 
institutions from mobilizing the needed funds to improve rural productivity, services, markets, and 
infrastructure. In addition, existing investment flows can have a negative impact on the lives of poor rural 
people when they fail to meet normative standards for responsible and sustainable investment, such as 
those recently developed under the Committee on World Food Security.  
 
Exploring new avenues and approaches to financing 
 
Rural transformation requires more and better quality investment from a range of public and private 
sources. Today, there are new sources of development financing. These include higher domestic revenues 
and foreign investment flows, in the case of many, though far from all developing countries. These must 
be leveraged and aligned to achieve positive impact on the rural sector. And there are also new players in 
development. The driving forces of global growth now include emerging economies, philanthropic 
organizations and foundations, and the private sector. These too, need to find a clear role in the context of 
a new Financing for Development Framework. 
 
Besides new actors, new approaches are also needed. To begin with, we need innovative approaches to 
mitigating and managing risk related to investment in the rural sector and in agriculture. This requires 
holistic approaches and bringing on board a variety of stakeholders, including but not limited to financing 
institutions. Services by brokers such as the IFAD-hosted Platform for Agricultural Development have a 
role to play here.  
 
Addressing risks from a different angle, IFAD’s Adaptation for Smallholder Agriculture Programme 
(ASAP) is an innovative financing mechanism that channels climate finance directly to smallholder 
famers.  It allows IFAD to scale-up proven climate change adaptation methods – such as mixed crop and 
livestock production – increasing agricultural productivity while diversifying risks.  And it allows IFAD 
to build new investments into programming that were missing in the past, such as early warning systems 
for pests and disease. 
 
Where will new funds come from? 
 
While there will continue to be a role for foreign donors to help finance development in the years ahead, 
the concept of country ownership requires that countries invest in their own development. To do this 
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successfully, countries will need to improve their fiscal management, strengthen and enforce regulations, 
and ensure that domestic and foreign companies alike pay their fair share of taxes. In Africa, for example, 
illicit outflows cost the continent an estimated $50 billion, according to the Africa Progress Report. This 
is money that should be building the future of Africa. 
 
One promising avenue for financing for development is remittances. Migrants around the world are 
outstanding at supporting their home communities. Every year, their direct investment in agriculture back 
home corresponds to roughly four times global ODA to agriculture. 
 
 Over the next five years, more than US$2.5 trillion in remittances will be sent to developing countries. 
Almost 40 per cent is destined for rural areas. This money has the potential to create jobs and stimulate 
local economies. It could foster stability in fragile states and post-conflict countries. And it also offers the 
potential for innovative partnership and public-private financing.  
 
IFAD works to help realise the enormous potential of these funds.  We administer the multi-donor 
Financing Facility for Remittances, which has initiated nearly 50 projects in more than 40 developing 
countries. And through this facility we have formed partnerships with leading institutions. These include 
the US Department of State, with whom we launched the Diaspora Investment Agriculture initiative. 
 
South-South Cooperation is also gaining momentum as an effective mechanism for brokering expertise 
and investments amongst like-minded developing countries.  We have seen this happen successfully 
among the BRICS (Brazil, Russia, India, China and South Africa), and are now starting to also see it 
among the MINTS (Mexico, Indonesia, Nigeria and Turkey). 
 
The power of partnership  
 
Financing for rural transformation must also focus on transparent and inclusive partnerships with the 
biggest on-farm investors in developing country agriculture: the smallholder farmers themselves. The 
traditional 3P public private partnerships have tended to overlook the producers and they have often done 
little to mitigate risks and transaction costs. This is why IFAD now works toward the 4Ps.  
 
These partnerships bring together the interests of all parties in ways that are mutually beneficial, equitable 
and transparent. Government has an essential role to play in providing the public spending to improve 
rural infrastructure, education, energy services and agricultural research and development, as well as the 
improvements in governance needed to drive rural transformation. 
 
In partnership, government can create favourable policy environments so that rural businesses can thrive. 
In partnership, government can also support the development of inclusive financial systems that serve 
everybody. Financial services rarely reach into remote areas, leaving many rural people without efficient 
payment systems, safe savings and credit institutions, and facing high transaction costs for financial 
services. Less than 10 per cent of poor rural households have access to even the most basic of financial 
services, making it difficult for rural people to save money or invest in their businesses.  
 
In partnerships we can build relationships between organized small-scale producers and private 
companies, negotiating and supporting inclusive and sustainable collaboration. After all, farming at any 
scale is a business.  
 
These partnerships benefit farmers by providing links to secure markets as well as access to technology, 
services, innovation and knowledge. And the private sector gains by having access to reliable supply, and 
spreading risk across a large number of small farms. But it is necessary to ensure that smallholders, 
especially women, are not excluded, exploited or otherwise marginalised from business opportunities.  
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For companies, this may mean working with farmers’ organizations.  These organizations can act as a 
single point of contact, simplifying operations and paperwork for companies, while offering a degree of 
protection for individual farmers. 
 
We know from experience that these partnerships work. For example, in Egypt the Agrofood Group 
collaborates with farmers’ associations to provide smallholder family farmers with training and high 
quality seeds so they can meet strict European Union standards for potatoes. The farmers benefit from 
links to strong markets and the company is able to spread its risk and meet supermarket demand by 
having a good supply chain.  
 
Ultimately, it is the investments of million of rural micro, small and medium enterprises that will 
primarily drive the transformation we want to see in rural areas across the world. By using domestic and 
international public funds in innovative ways to leverage these investments, we can achieve a large scale 
and lasting impact on poverty and hunger reduction, and in the process create a world where more 
families live in dignity, and young people realize their aspirations for a better life in their own rural 
communities.  
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