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Food systems are facing critical challenges

Food security and Livelihoods poverty and Climate change and
health inequality environment

N U

Cost of malnutrition 30% of the world’s >30% GHG emission
~US$5.3 trillion/year population cannot are from agrifood
(5% of global GDP) afford a healthy diet sector

mm The hidden cost of food is ~12 trillion US$/year
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The basic story
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Public financing must be catalytic

Public resources must be repurposed
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Rural Development _




Background documents

THESTATEOF'

0 .
) NUTRITION |
THE WORLD.

FINANCING TO END HUNGER,
CURITY.AND MALNUTRITION
IN ALL'ITS FORMS

Upcoming

Global Donor
Platform for
Rural Development

Financing food systems
transformation and rural
revitalization: Opportunities and
challenges

DRAFT:This is a draft document prepared for the 2024 Annual General
Assembly (AGA) of the Global Donor Platform for Rural Development (GDPRD).
The paper is currently in unedited draft form and will be finalized as a GDPRD
publication after inputs from the AGA. The paper is to inform and stimulate
discussions during the AGA and its contents do not necessarily reflect the
positions or views of GDPRD members.

Authors
Jim Woodhill, Mandokini D. Surie and Kristal jones
19 November 2024

Financing food systems transformation and rural development

Global Donor
Platform for
Rural Development

- SUMMARY REPORT

Unleashing the
catalytic power of
donor financing
TO ACHIEVE
SUSTAINABLE
DEVELOPMENT
GOAL 2

Oshani Perera; Carin Smaller,
Kamal El Harty and Lysiane Lefebvre

Transforming

Food Systems

Directions for Enhancing the
Catalytic Role of Donors

A WHITE PAPER BY THE GLOBAL DONOR PLATFORM
FOR RURAL DEVELOPMENT

April 2022

Sieen
for Rural Development

GDPRD 2025 White Paper on Financing Agri-Food Systems




Costs of transformation

The hidden cost of food:
~US$12 trillion/year3

Cost of transforming
food systems:
~US$400 billion/year

(0.4% of global GDP)' Total globa| GDP
US$106 trillions

Cost of malnutrition:
~US$5.3 trillion
(5% of global GDP)*

Cost of achieving SDG2:
~US$33 billion additional/year
(0.03% of global GDP)?



Investing in transformation

Potential investment sources

Current investments

US$1.57 Impact investing
trillion'®

Investment by informal producers
and SMEsin L&MICs: —
US$412 billion®

Climate finance to
agrifood sector: ®

US$28 billion (<5%)” Global agrifood sector Climate finance
US$12.7 trillion'4

ODA to agriculture,

forestry and fisheries: ___—
US$14 billion annually?®
(5-6% of ODA,

US$905 :
0.012% of global GDP) /’ i Remittances
Private capital leveraged

by blended finance:

~ - illi 9 US$842 .
US$240-500 million/year bill?onﬁ‘ Agncultural support



Innovative financing

Innovative
—  and blended
financing
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Emerging ecosystem of innovative finance for food systems

MARKET DEMANDS FINANCING STRUCTURES ENABLING
FOR RESPONSIBLE S OURCES OF FINANGING ENVIRONMENT
INVESTMENT Y

Consumer demand
for sustainable and
socially responsible

National
government policies

products and
services

Sustainability
principles

Corporate social
responsibility

Reputational risk

Transparency and
reporting

ASSEMBLING FINANCE

Loans Equity Insurance

Funds and blended finance mechanisms

\

BROKERING ACCESS TO FINANCE

SMALL-SCALE PRODUCERS AND SMES

International
financial architecture

Food systems finance

networks monitoring
and learning




In a nutshell

a Shift the narrative
e Mitigate risk
e Coordinate, coordinate, coordinate
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References for costs of transforming food systems

1 There are substantial variations in estimated costs of transforming food systems for improved nutrition, livelihoods, sustainability and climate adaptation. These range from US$24 billion for climate adaption to nearly US$1 trillion
for the costs associated with enabling all people to afford a healthy diet. Based on these estimates, US$400 billion/year is a mid-range value that would presumably enable substation progress on food systems transformation.

2. Laborde, D., Parent, M., & Smaller, C. 2020. Ending Hunger, Increasing Incomes, and Protecting the Climate: What would it cost donors? Ceres2030. International Institute for Sustainable Development (1ISD) and International Food Policy
Research Institute (IFPRI). https://ceres2030.iisd.org/wp-content/uploads/2021/03/ceres2030-en-what-would-it-cost.pdf

3. FAO, IFAD, UNICEF, WFP and WHO. 2023. The State of Food Security and Nutrition in the World 2023. Urbanization, agrifood systems transformation and healthy diets across the rural-urban continuum. Rome, FAO.
https://doi.org/10.4060/cc3017en

4. FAO, IFAD, UNICEF, WFP and WHO. 2013. The State of Food Security and Nutrition in the World 2013. Food systems for better nutrition. Rome, FAO. https://www.fao.org/4/i3300e/i3300e.pdf
(There are a range of studies assessing the cost of malnutrition in all its forms to overall GDP at national and global levels. The 2013 assessment by FAO (State of Food and Agriculture) of 5% of Global GDP is used here and adjusted
to 2023 Global GDP of US$106 trillion.)

5. World Bank national accounts data, and OECD National Accounts data files. https://data.worldbank.org/indicator/NY.GDP.MKTP.CD?most_recent_value_desc=true&year_high_desc=true

6. FAO, IFAD, UNICEF, WFP and WHO. 2024. The State of Food Security and Nutrition in the World 2024 - Financing to end hunger, food insecurity and malnutrition in all its forms. Chapter 4.1. Rome.
https://openknowledge.fao.org/server/api/core/bitstreams/39dbc6d1-58eb-4aac-bd8a-47a8a2c07c67/content/state-food-security-and-nutrition-2024/tracking-financing-food-security.html#gsc.tab=0

7. Chiriac, D., Vishnumolakala, H. & Rosane, P. 2023. Landscape of Climate Finance for Agrifood Systems. Climate Policy Initiative. https://www.climatepolicyinitiative.org/publication/landscape-of-climate-finance-for-agrifood-systems/

8. Laborde, D., Smaller, C., Eber-Rose, M. & Olivetti, E. 2024. “Donors must change how they measure funding for agriculture and food security and link to climate action.” Shamba Centre for Food & Climate.
https://www.shambacentre.org/donors-must-change-how-they-fund-agriculture-and-food-security#:~:text=In%202021%2C%20more%20than%2080%%200f%20the,for%20agriculture%20and%20food%20security%20in%202021%2C

9. IFC, 2021. Using Blended Concessional Finance to Invest in Challenging Markets: Economic Considerations, Transparency, Governance, and Lessons of Experience. World Bank. https://www.ifc.org/content/dam/ifc/doc/mgrt/ifc-
blendedfinance-fin-092021.pdf. (Accurate data on this figure is difficult to ascertain so this is rough estimate, however, relative to other investments and sources of capital, it currently small.)

10. Hand, D., Ringel, B., Danel, A. 2022. Sizing the Impact Investing Market: 2022. The Global Impact Investing Network (GIIN). New York. h

11. Buchner, B., Naran, B., Padmanabhi, R. et al. 2023. Global Landscape of Climate Finance 2023. Climate Policy Initiative. h
2023.pdf

12. D|I|p Ratha D., Plaza., S & Kim, E.]. 18 Dec 2024. “In 2024 remittance flows to low- and mlddle -income countrles are expected to reach $685 billion, larger than FDI and ODA combined.” World Bank Blogs.
rl ?

13. OECD 6 Nov 2024. ”OECD adwses countries to redirect publlc subsidies and other support for agriculture to innovation.” OECD Press Release. https://www rg/en/ /news/press-rel /2024/11/
| html?

14. FAO. 2023. The State of Food and Agriculture 2023. Revealing the true cost of food to transform agrifood systems. Chapter 2. Rome. https://openknowledge.fao.org/server/api/core/bitstreams/b1c41474-95de-44d3-97b6-
a7321dc46cdd/content/state-of-food-and-agriculture-2023/hidden-costs-global-level.html
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https://ceres2030.iisd.org/wp-content/uploads/2021/03/ceres2030-en-what-would-it-cost.pdf
https://doi.org/10.4060/cc3017en
https://www.fao.org/4/i3300e/i3300e.pdf
https://data.worldbank.org/indicator/NY.GDP.MKTP.CD?most_recent_value_desc=true&year_high_desc=true
https://openknowledge.fao.org/server/api/core/bitstreams/39dbc6d1-58eb-4aac-bd8a-47a8a2c07c67/content/state-food-security-and-nutrition-2024/tracking-financing-food-security.html#gsc.tab=0
https://www.climatepolicyinitiative.org/publication/landscape-of-climate-finance-for-agrifood-systems/
https://www.shambacentre.org/donors-must-change-how-they-fund-agriculture-and-food-security#:~:text=In%202021%2C%20more%20than%2080%%20of%20the,for%20agriculture%20and%20food%20security%20in%202021%2C
https://thegiin.org/publication/research/impact-investing-market-size-2022/
https://www.climatepolicyinitiative.org/wp-content/uploads/2023/11/Global-Landscape-of-Climate-Finance-2023.pdf
https://www.climatepolicyinitiative.org/wp-content/uploads/2023/11/Global-Landscape-of-Climate-Finance-2023.pdf
https://blogs.worldbank.org/en/peoplemove/in-2024--remittance-flows-to-low--and-middle-income-countries-ar
https://www.oecd.org/en/about/news/press-releases/2024/11/oecd-advises-countries-to-redirect-public-subsidies-and-other-support-for-agriculture-to-innovation.html
https://www.oecd.org/en/about/news/press-releases/2024/11/oecd-advises-countries-to-redirect-public-subsidies-and-other-support-for-agriculture-to-innovation.html
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https://www.donorplatform.org/resources/databases/
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