Document Summary

DFID Better Livelihoods for Poor People; the role of agriculture 

Building on its Target Strategy Paper “Halving World Poverty by 2015: economic growth, equity and security” in 2002 DFID produced a first paper focusing on the role of agriculture in this strategy: “Better livelihoods for Poor People; the role of agriculture”.

DFID recognizes that agriculture provides more than food: it contributes to national economic growth, to better livelihoods of people in general and the poor in particular, and to provision of environmental services.

The paper clearly builds on the sustainable livelihood approach. The main line of reasoning is that poor people have limited access to (human, social, financial, natural and physical) assets which determines their poverty situation to a large extent and if economic growth is to benefit to the poor, it must raise the returns to these few current assets and improve their access to assets.

Market oriented and chain development approach 
DFID advocates for a market oriented approach and argues that a more fair distribution of trade and market benefits depends on a pro-poor institutional environment (of policies, institutes and supporting organizations) as well as on market driven provision of services to the poor. The latter include technical assistance, finance, market information, transport, technology knowledge and skills development. DFID recognizes that this may require a drastic change of the government and reconfiguration of public institutions and agricultural service providers.
DFID goes beyond the narrow definition of agriculture which focuses on the production aspects of the sector and thus takes agriculture to be the production, processing and marketing of crops and livestock from primary producer to end consumer. In other words, the paper advocates for a chain approach to agricultural development.

The report refers to a study commissioned by DFID which found that agricultural exports has been the main source for growth in forerunner African counties and is a promising avenue for growth to Sub-Saharan Africa in general. With regard to these agricultural exports, emphasis should be given according to the report on agricultural production and processing technology and on marketing.

Fundamental roles in poverty reduction

According to DFID, agriculture plays four fundamental roles in the reduction of (rural) poverty:

1. through contributing to economic growth in general and to the benefits of that growth accruing to the poor in particular;

2. as the basis for many livelihood strategies of the majority of poor people;
3. as a provider of locally available staple food;

4. as a manager of natural resources and provider of environmental services.

DFID identifies agriculture to be a major part of natural resource based activity (next to forestry, fishery and wildlife).  
Agricultural growth is not a panacea

The report states firmly that countries which have successfully reduced poverty have all featured strong agricultural growth. In fact, it is concluded that the (rural) poor more than proportionally benefit from agricultural growth. On the other hand, it is argued that agricultural growth is not a panacea; the importance of agriculture tends to decline with the growth of an economy. In other words, when the poor can opt more diversified livelihood strategies, agriculture becomes just one of the opportunities. 

Moreover, rural non-farm activities are providing increasing employment, household security and an alternative to migration and urbanization. Therefore, the agricultural development should not stop at the improvement of productivity and food availability, but be seen and treated with a supply chain approach.

Future direction for agriculture

The report concludes that agriculture is pivotal to poverty reduction. This may not be new, but it argues that the trend in agricultural development must be reversed in a number of aspects. DFID advocates for more focus on the market demand and supply chains away from pure productivity thinking. DFID puts strong emphasis on improvement of the functioning of markets and access to crucial assets by the poor to be able to engage in markets.

The functioning of markets can be improved through:

1. creation of an enabling environment of favorable laws, regulations, institutions and supporting organizations to agriculture;

2. effective deregulation of controlled (food) markets;

3. removal of public monopolies;

4. establishment of institutions that empower the poor to realize their rights to land, water, common property resources, markets and services;

5. setting minimum labour standards;

6. establishment of institutions that manage uncertainties such as agricultural insurance or price risk management mechanisms;

7. improved effectiveness of public investment triggering private investment;

8. reducing the urban bias in public investment and policies.

The improvement of market functioning also has implications to international policies such as:

1. international agricultural trade policies limit the opportunities for poor countries through tariff and non-tariff barriers;

2. reduction of agricultural subsidies in rich countries;

3. stabilization of agricultural commodity prices and reduction of price volatility.

DFID’s activities to help reduce poverty through agriculture
At regional and country level:

1. supporting poverty analysis, diagnosis and monitoring;

2. supporting government to build capacity beyond the Ministry of Agriculture;

3. supporting establishment of innovative models for rural and agricultural services;

4. supporting the establishment of an enabling environment for private sector and chain development;

5. building capacity of private sector organizations and civil society;

6. supporting institutions to reduce vulnerability of the poor with regard to agricultural markets;

7. supporting processes to develop integrated natural resource management;

8. supporting governments to integrate HIV/AIDS issues into agricultural strategies.

At central programme level:

1. creating mechanisms for private sector investment in agriculture;

2. creating institutions to improve access of the poor to agricultural assets and markets;

3. investing in generation and dissemination of agricultural technology through CGIAR and other research organizations;

4. engaging with policy setting institutions like FAO, G7, WTO, WSSD, WFS etc.;

5. supporting initiatives to reduce trade barriers;

6. promoting lesson learning;

7. commissioning research on rural – urban issues and poor people’s livelihood strategies.

�  Please see: � HYPERLINK "http://www.livelihoods.org/hot_topics/Agriculture.html" ��http://www.livelihoods.org/hot_topics/Agriculture.html� 





