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With the adoption of the new 2030 Agenda for Sustainable Development and its Sustainable 

Development Goals (SDGs), countries have renewed their commitment to fight poverty, hunger and 

malnutrition, recognizing that equitable and sustainable growth and inclusive structural transformation are 

key in achieving sustainable development and lifting people out of poverty. 

 

The SDGs give us an opportunity to focus public and private investments in reaching the poorest of the 

poor, particularly in rural areas of the developing world. This task will not be simple and will require 

changing the way we think and act in relation to fostering development. 

  

Innovation and creativity are the way of the future if the expected development results by 2030 are to be 

achieved. Innovative development financing (IDF) aims to narrow the gap between the resources needed 

to achieve the SDGs and the resources actually available.  

 

This reality has stimulated multiple efforts by development partners—and by developing countries 

themselves—to find ‘innovative’ ways to raise additional and/or alternative sources of development 

finance to support the SDGs, reason why over the last 15 years, the concept ”Innovative Development 

Finance (IDF)” has become increasingly relevant in the development landscape.  

 

Innovative financing is about making global capital flows work better for all people so they can share 

equitably the world’s wealth for their food, health, education, nutrition and other developmental needs. It 

enables everyone to participate in global development, no matter where they live or who they are. 

 

With almost 870 million chronically undernourished people, the number of hungry people in the world 

remains unacceptably high. Given the current trends in world population growth, particularly in 

developing countries, the global demand for food is expected to increase by 60 percent by 2050. An 

analysis of the need for innovating financing dedicated to the agricultural, food security and nutrition 

sector and critical review of existing and new mechanisms and the identification of feasible avenues for 

the development of such mechanisms becomes urgent and paramount. 

 

To achieve food security, all four dimensions embraced in the World Food Summit of 1996 definition 

(availability, access, use and stability of supply of food) must be applied simultaneously. Food insecurity 

is not only an agricultural production problem, but concerns food access and poverty alleviation. 

Strategies to eliminate food insecurity have to combine efforts across other sectors. 

 

Global food supply will have to increase dramatically in order to meet the world demand. By 2050 the 

world’s population will reach 9.1 billion, 34 percent higher than today, in particular in developing 

countries. This population growth, combined with increasing per capita meat consumption, will require a 

60 percent increase in global food and feed production. 

 

Most of the growth in food demand will come from developing countries, and this is also where the 

greatest production capacity potential lies. This will in particular require large-scale improvements in 

agriculture and rural areas of developing countries. This must be guided by projections that show that 90 



percent of the necessary production increases (80 percent in developing countries) will need to come from 

increases in yields and cropping intensity and only 10 percent (20 percent in developing countries) from 

expansion of arable land. 

 

Meeting this challenge and allowing developing countries to ensure food security and nutrition imply an 

important investment in the agricultural sector (i.e. 50 percent more than the current level is estimated to 

be needed) and in the realm of nutrition, additional annual investment of USD 11.8 billion is being 

estimated. These investments need to be as well combined with efforts across crosscutting sectors such as 

economic empowerment (especially women and young people), education, health, water sanitation and 

hygiene, etc.  

 

Although they are progressing, budgets for food security, including agriculture and nutrition components, 

in developing countries are severely constrained. It is unlikely that the international community will be 

able to levy the needed funds out of traditional resources, which tend to be restricted and more 

unpredictable in times of crisis to reach the SDGs. Additional and complementary sources, such as 

innovative financing mechanisms, as complement of traditional ODA, are urgently needed for meet this 

challenge. Innovative financing (including innovative complementary resources to ODA and national 

budgets, as well as innovative mechanisms to catalyze private investment) are essential to achieve food 

security and nutrition objectives. 

 

In addition to public funding to address the public good dimension of food security, food systems 

development requires high levels of private investments, as most actors in the sector are private parties. 

Investors and banks show little interest for a sector associated with high climatic, price and counterpart 

risks, and market failures. 

 

Private investment is key to agricultural development, but severely constrained. Unlike other sectors like 

education or health, which deal essentially with public goods, the actors involved in the agricultural sector 

(farmers, agribusinesses, and service providers to agriculture) are mainly private parties. Though public 

investment is necessary to build up a favorable environment and required infrastructure, private actors 

should make a large proportion of the required total investment.  

 

There are good indications that private sector investment in food systems in developing countries (and 

particularly in food production), still lays way behind its potential and what is required to meet the food 

security and nutrition objectives. This is mainly due to a number of tight constraints: entrepreneurs and 

banks are reluctant to invest in this sector, which is perceived as associated with high risks: climatic risk, 

which affects particularly some African countries, and which will become higher and less predictable in 

the future, due to climate change; price risk, due to the increasing volatility of world food price, the 

variability of local food production and the lack of effective buffer storage mechanisms; counterpart risks, 

due to the difficulty or having collaterals for credit in the traditional credit mechanisms. There are also a 

number of market failures, which impede private investors to receive the right market signals, due in 

particular to lack of information, market rigidity, and high cost of entry. 

 

New tools have been experimented to address those constraints (insurance schemes, innovating credit 

mechanisms, and innovative contract arrangements between producers or groups of producers and market 

operators, innovating incentives for private service providers) and will have to be fine-tuned and 

developed at a large scale. 

 

The time has come to build upon the wealth of experiences of existing innovative financing mechanisms 

and to expand their role in the global aid architecture in general and their developmental impact on the 

ground. 

 


