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The International Fund for Agricultural
Development: IFAD

AIFAD has granted and lent about $ 9 billion (over $ 4 billion in Sub-
Saharan Africa) for agriculture and rural development programs in
developing countries.

AProject size varies from $ 200,000 grants to $ 50 million loans
A Half of new commitments are to Sub-Saharan Africa

AThird largest multilateral source of development assistance for
agriculture in developing countries

ATargets the poorest rural populations

A Special focus on women and indigenous people

A Currently helping about 300 million poor rural people

A Supporter of community designed and managed rural development
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ISSUE #1: Aid to agriculture has declined.
So too has public investment in agriculture by
developing country governments.

Was this decline justified?

Year |Africa |Asia |Latin Agriculture spending
to total spending by

America developing country
governments
1980 [6.4% [15% |8% (World Bank,

World Development
Report draft, 2007)

2002 [45% |5.6% |2.5%
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Agriculture received 18% of total ODA in 1979;
3.5% in 2004.

A Total aid for African agriculture fell from $ 1.9
billion in 1981 to $ 1 billion in 2001 (in 2001
dollars) (source: World Bank)

A World Bank is biggest source of funds for African
agriculture, declined to low of $ 200 million by
2001, increasing only in 2005/06 to $ 685 million
(source: World Bank)

Al FADO6s funding for Afric
Increased steadily: from $ 150 million in 2002/03
to $ 234 million in 2006/07.




The decline occurred because:

ANew donor priorities (social protection, health and education, AlDs,
development policy lending, anti-corruption, public administration)

ABig agriculture projects fell out of favor (large scale irrigation,
Integrated rural development, agriculture credit, parastatal
enterprises).

ANew style agriculture projects require less money: (CDD, irrigation
rehab, micro-credit, agriculture research and knowledge, soil
rehabilitation, land management, land titling)

AAgriculture not the priority of Ministers of Finance

AQuality problems with agriculture projects, combined with high cost
of preparation

AUrban poverty expanding more rapidly than rural.

Enabling the rural poor to overcome poverty

IFAD



IS THE DECLINE JUSTIFIED?

Fact #1: Most of the poor are rural

(70% on average in developing countries, more in Africa)

(World Development Indicators)
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Fact # 2. because agriculture is the leading sector in low
Income countries, including most African countries

(World Development Indicators, 2002)
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Fact # 3: Agriculture has high economic pay-off

AA 1% p.a. increase in agriculture growth, on average leads to a
2.7% increase in income of the lowest 3 income deciles in

developing countries (wbr 2007)

AAgriculture is 2.5 to 3 times more effective in increasing income
of the poor than is non-agriculture investment (wor 2007).

AiAgriculture growth, as opposed
fond to be the primary source of poverty reduction (ireri, 2007).

AAgricultural growth the pre-cursor to overall economic growth:
Europe and North America (in the early part of the 20t century),
In Japan a little later, and more recently in China and India.
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Fact #4. Donor projects in agriculture perform as well as non-
agriculture in recent years

AOutcomes for World Bank projects in the 1970s and 1980s
relatively poor (60 to 70% success rate in terms of economic

return).

AWorld Bank has improved through new approaches, to 80-
90% success rates recently

AIFAD projects rate satisfactory in nearly 80% of cases

AHowever, agriculture projects in Africa perform less well (65%
success rate for World Bank, and about the same for IFAD).
AfDB report high level of problems among agriculture projects
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CONCLUSION: Need more funding for
African agriculture

1. The decline in investment and aid to
African agriculture not fully justified

A Because the payoff to agriculture
iInvestment is high

A But the special problems of African
agriculture, and the more modest donor

success needs to be dealt with
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Issue # 2. Can better results of agriculture
iInvestment be obtained in Africa?

A Public perception of African agriculture:
basket case; aid ineffective; green
revolution di d not coc

A Because agriculture project results less
good In Africa than elsewhere in the past,
assumption that present and future results

will also be poor

erty
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Reasons for green revolution of Asia and
Latin America not coming to Africa?

A Less government taxation of agriculture in Asia and Latin
America than in Africa where effective taxation up to 40% of
agriculture GDP

A More government resources allocated to agriculture in Asia
and Latin America

A Better local governance in Asia, reflected in better
performing projects

A Green revolution technology focussed more on cereal
monocultures, especially those suitable for irrigation; an
Asian advantage

A Accompanying investment climate, infrastructure more
poorly developed in Africa

A Civil strife more common in Africa
A In some African countries more difficult natural constraints
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What has changed in Africa to improve
Its agriculture chances?

A

o To  Io Do o

More effective government policies: agriculture taxation fallen to
about 10% of agriculture value from 40% and public expenditure to
agriculture increasing

Commodity price increases makes agriculture more profitable

More effective local African management of projects and more
Intense African civil society attention

More effective donor projects and harmonization under African
leadership

Remittances to African rural areas by African migrants and up-tick in
private investment in some countries

African countries cooperating with one another (CAADP and NEPAD
are examples)
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Agricultural Growth in Sub-Saharan Africa already reflecting

changed situation: now better than in rest of World
(FAO Summary of World Food and Agriculture Statistics, 2005)

Agricultural GDP |1983-1993 1993-2003
growth (% p.a.) (% p.a.)
World 2.2 1.7
Developing 3.1 2.5
countries
Sub-Saharan 2.9 3.9
Africa
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African Agricultural Exports growing fast, but

fI‘Om IOW base (source: FAO 2005 Summary of World Food and Agriculture

Statistics)
Aaqgriculture Export growth rate Value of Agriculture Exports
Percent per annum $ Billion (2003)
1980- | 1990- | 2000- World 523

90 00 03

Developing |[153
14132 6.9 countries

Sub-Saharan |12
Africa
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But serious under-nutrition, food security
problems, and low crop productivity remain

(source: FAO, 2005)

Calories of

food per
person

1969-71

2000-02

World

2410

2790

Industrial
country

3050

3450

SSA

2100

2210

Crop productivity in

1999/01 $ per ha

$/ha

% of
population
under-
nourished
World 14
Developing |17
country
SSA 33

World

599

Developing

721

SSA

359
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Issue # 3. If more resources were available for
Africa, what are the productive uses to which
they could be put? What agriculture strategy
for Africa would be possible?
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1. WATER RESOURCE DEVELOPMENT

A Ramfed agrlculture domlntes (95%of land) In Afrlca
Agriculture technology focus needs to be on rainfed.
A But, Africa has potential to irrigate 20% of its arable land

A Only 3.6% is irrigated (mostly Sudan and Madagascar);
compared to 26% Iin developing countries overall

A Small-scale irrigation systems are cost-effective in Africa

A Focus on high potential for irrigation; in Ethiopia, S an, aII
Sahel, South Africa, Malawi, Botswana, Zimbabwe &

A IFAD invests in African irrigation SHd"Tiral Waters




W Japan

{4 Zimbabwe 1,586
e s South Africa,402
@ ?=% Brazil

#2: Roadls

R <ilometers of paved roads per

million people in selected countries

i Km
£ UsA 20987
i~ France 12,673

9,102

- 1,064
_ = Inda 1,004
* China 803

Km
Guinea 637
Ghana 494
Nigeria 230
Mozambiquit1
Tanzania 114
Uganda 94

Ethiopia 66
Congo, DR __59

IFAD



# 3. Fertilizer use in Africa is pitifully low

(FAO)
Fertilizer use in |1980-81 2002-2003
Kg/ha of
nutrients
Industrial countries |131 116
Developing 56 115
countries
Of which SSA 8 9
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Invest in Smallholder Input Retailer
Systems to handle farm inputs thru:

! AT
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A
B |

ABusiness development
assistance

AFarmer groups and coops
Acredit

ATechnical advisory services | &
AContract service providers
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% PublicPrivate Partnerships

" Important in input supply
Example: Smallholder
Seed Sector

Germplasm X Foundation -~ 4
Develpc))pme Seed Distribution

= Production gaproduction g
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