Food security and the
financial crisis

Implications for
livelihoods and
food security
The global financial and economic crisis
has pushed an additional 100 million
people into hunger in 2009, bringing the
overall number of undernourished people
in the world to over one billion. The crisis
has threatened livelihoods and access
to food for those who have lost jobs and
incomes including from remittances, as
well as for other family members who must
now provide support.
Developing countries have seen their export
markets contract, and investments and
other capital inflows, including development
aid, are also at risk. In the agricultural sector
prices for seeds and fertilizers (and other
inputs) have more than doubled since
2006. Poor farmers with limited access
to agricultural credit and markets could
not take advantage of higher commodity
prices, and found it difficult to deal with the
situation without support.
This drastic development has aggravated
global food insecurity and threatens
the achievement of the Millennium
Development Goals (MDGs), in particular
the MDG1 target of reducing the prevalence
of hunger by half by 2015. The proportion
of hungry people in developing countries fell
from 18 percent in 1995-97 to 16 percent
in 2004-06, but has risen to 19 percent in
2009. This increase underlines the urgency

of tackling the root causes of hunger swiftly
and effectively.
The current global economic slowdown –
following the soaring food price episode
of 2007–2008 – lies at the core of the
sharp increase in world hunger. It has
reduced incomes and employment
opportunities of the poor and significantly
lowered their access to food. With lower
incomes, the poor are less able to acquire
food, especially as prices are still high by
historical standards. While international
food prices have retreated from their mid2008 peak levels, prices on local markets
have not fallen to the same extent in
many developing countries. In September
2009, domestic staple foods in developing
countries cost on average 20 percent more
in real terms than two years earlier.
Apart from humanitarian concerns, hunger
directly threatens development. Faced
with food insecurity, households try to
maintain income by adopting negative
coping strategies, such as selling of
productive assets, becoming trapped in
debt, withdrawing children from school,
engaging in illegal activities and child
labor, forced migration and, at worst,
permanent destitution and fuelling of
conflict. Furthermore, when food prices
rise or incomes decline, people tend to
reduce expenditures on basic health care
and protein- and nutrient-rich foods such
as meat, dairy products, or fruits and
vegetables.

crisis response
It is widely recognized that significant
additional investment in agriculture is
required to eliminate poverty and achieve
food security in developing countries. FAO
estimates that gross investments averaging
USD 209 billion per year are required
in primary agriculture and downstream
services (such as storage and marketing
facilities) to meet food demand in 2050,
i.e. an increase of almost 50 percent
over current levels. Additional public
investments are required in agricultural
research, infrastructure and safety nets.
Even if the aggregate amount needed
is forthcoming, however, it will still be
necessary to address in a timely and
appropriate manner another very important
issue that is often overlooked: the specific
needs of smallholder farmers. The structural
solution to combat hunger and poverty lies
in increasing production and productivity in
developing countries, particularly by small
farmers.
Well established early warning systems
and emergency funding mechanisms exist
for humanitarian crises; the UN Central
Emergency Response Fund (CERF) has
proven effective in this regard. Humanitarian
funding mechanisms, however, are not
designed to avert and mitigate agricultural
impacts of crises caused by economic
shocks and do not provide sufficiently
for “building back better”, while existing
sources and mechanisms for investment in
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humanitarian action. It was established
in 2005 to upgrade the prior Central
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In December 2007, FAO launched the
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in an effort to help the most affected
countries deal with the situation. ISPF’s
main objective is to facilitate access of
farmers to inputs (seeds, fertilizers, animal
feed, etc.) primarily in low-income food-
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In 2008 the European Union (EU)
established an EUR 1 billion Food Facility
whose objective is to finance measures
aimed at supporting a rapid and direct
response to volatile food prices in
developing countries, addressing primarily
the period between emergency aid and
medium- to long-term development
cooperation. The Facility focuses on
programmes that will have a quick, but
lasting impact on food security. Through
an innovative coordinating mechanism, UN
agencies and the World Bank cooperated
to assess country needs and identify areas
of comparative organizational strength.
From 2008 until 2011, activities under the
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