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Overview

Chapter 1. Introduction
Between 2006 and 2008, international food prices doubled. The effects of the price
surge reverberated globally, though the worst hit were low-income, food-deficit
countries with meagre stocks. In total, about 100 million poor rural and urban
people were pushed into the ranks of the world’s hungry. While international food
prices have declined since mid-2008, they are still substantially higher than prior to
the price surge, and they are likely to remain at 2010 levels or higher for the next
decade. To date, much of the production response to higher prices has come from
rich countries. Looking to the future, however, it is calculated that feeding a global
population of just over 9 billion in 2050 will require a 70 per cent increase in global
food production, while ensuring food security for all will demand that issues of
access and affordability are also addressed. This will require that agriculture –
particularly smallholder agriculture – play a much more effective role in these
countries, and that greater and more effective efforts are made to address the
concerns of poor rural people as food buyers.
For decades, agriculture in developing countries has operated in a context of low
global prices for food products coupled, in many countries, with unfavourable
domestic environments. Low levels of investment in agriculture, inappropriate
policies, thin and uncompetitive markets, weak rural infrastructure, inadequate
production and financial services, and a deteriorating natural resource base have all
contributed to creating an environment in which it has frequently been risky and
unprofitable for smallholders to participate in agricultural markets. Today, higher
prices for agricultural products at the global level are contributing to creating a new
environment within which smallholders must operate, and these may provide new
incentives for them to engage profitably in markets. However, for this to happen, the
domestic environment also needs to improve. In many countries, there remains an
urgent need to develop appropriate policies, adopt or scale up successful approaches,
and invest more and better in agriculture and in rural areas.
An enabling environment for agriculture needs to respond not only to longstanding issues and challenges, but also to newer realities. The natural resources on
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which agriculture is based – land and water above all – are becoming degraded and
there is growing competition for their use. Climate change is already exacerbating
this situation, making agriculture more risky, and it will have an even greater impact
in the future. Domestic food markets are expanding rapidly and becoming more
differentiated in many countries, offering new economic opportunities as well as risks
for smallholders. International trade and market opportunities are also changing,
with growing integration of global agricultural supply chains, and the emergence of
large economies like Brazil, China and India as massive sources of both demand and
supply of agricultural products. In many developing countries, rural and urban areas
are ever more interconnected, and the changing nature of ‘rurality’ offers new
opportunities for rural growth and poverty reduction. Democratization and
decentralization processes have also created new opportunities in many developing
countries, particularly for the emergence of organizations representing poor rural
people, for better governance of rural areas, and for the empowerment of poor rural
individuals and communities. Finally, in all regions the proportion of people of
working age in the population is increasing, and this can create the conditions for
higher economic growth, in rural as well as urban areas.
In recent years, there has been renewed interest in agriculture as a key driver of
development and poverty reduction. And in the aftermath of the food price surge, a
number of global initiatives have emerged that seek to revitalize agriculture in
developing countries. At the same time, growing attention is being given both to
issues of adaptation to climate change in smallholder agriculture, and to ways in
which poor rural people can participate in, and benefit from, market opportunities
linked to environmental services and climate change mitigation. Also, the role of the
state in agriculture and rural poverty reduction is being reassessed, and there is new
interest in thinking through the role that public policies and investment can play in
mitigating market volatility and assuring national food security.
There is broad agreement that growth in agriculture usually generates the greatest
improvements for the poorest people – particularly in poor, agriculture-based economies.
This report recognizes that agriculture, if better suited to meeting new environmental
and market risks and opportunities facing smallholders, can remain a primary engine of
rural growth and poverty reduction. And this is particularly true in the poorest countries.
In all countries, however, creating new opportunities for rural poverty reduction and
economic growth requires a broad approach to rural development, which includes the
rural non-farm economy as well as agriculture. A healthy agricultural sector is often critical
for stimulating diversified rural growth. But there are also new, non-agricultural drivers
of rural growth emerging in many contexts, which can be harnessed.
The basic premise put forth in this report is that the need of poor rural people to
manage the multiple risks they face constrains their ability to take up new
opportunities, in agriculture and the non-farm economy alike. Throughout the report,
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emphasis is placed on the crucial role that policies, investments and good governance
can play in reducing risk and helping poor rural people to better manage them as a
way of opening up opportunities. However, new forms of collaboration between state
and society also need to be cultivated, involving rural people and their organizations,
the business sector and a variety of civil society actors. These are crucial for the
development of effective tools for risk management and mitigation.

Chapter 2. The state of rural poverty today
The population of the developing world is still more rural than urban: some
3.1 billion people, or 55 per cent of the total population, live in rural areas. However
between 2020 and 2025, the total rural population will peak and then start to decline,
and the developing world’s urban population will overtake its rural population. In
Latin America and the Caribbean, and in East and South East Asia, the number of
rural people is already in decline. Elsewhere, the growth of rural populations is
slowing. Numbers will start to decline around 2025 in the Middle East and North
Africa and in South and Central Asia, and around 2045 in sub-Saharan Africa.
Despite massive progress in reducing poverty in some parts of the world over the
past couple of decades – notably in East Asia – there are still about 1.4 billion people
living on less than US$1.25 a day, and close to 1 billion people suffering from hunger.
At least 70 per cent of the world’s very poor people are rural, and a large proportion
of the poor and hungry are children and young people. Neither of these facts is likely
to change in the immediate future, despite widespread urbanization and demographic
changes in all regions. South Asia, with the greatest number of poor rural people,
and sub-Saharan Africa, with the highest incidence of rural poverty, are the regions
worst affected by poverty and hunger. Levels of poverty vary considerably however, not
just across regions and countries, but also within countries.
The livelihoods of poor rural households are diverse across regions and countries,
and within countries. Livelihoods are derived, to varying degrees, from smallholder
farming – including livestock production and artisanal fisheries – agricultural wage
labour, wage or self-employment in the rural non-farm economy and migration.
While some households rely primarily on one type of activity, most seek to diversify
their livelihood base as a way to reduce risk. Agriculture plays a vital role in most
countries – over 80 per cent of rural households farm to some extent, and typically
it is the poorest households that rely most on farming and agricultural labour.
However, non-farm income sources are increasingly important across regions, and
income gains at the household level are generally associated with a shift towards
more non-agricultural wages and self-employment income.
Rural poverty results from lack of assets, limited economic opportunities and poor
education and capabilities, as well as disadvantages rooted in social and political
inequalities. Yet large numbers of households move in and out of poverty repeatedly,

3

4

Rural Poverty Report 2011

sometimes within a matter of years. So while there are rural households that find
themselves in chronic, or persistent, poverty, relatively large proportions of people are
poor only at specific points in time. Households fall into poverty primarily as a result
of shocks such as ill health, poor harvests, social expenses, or conflict and disasters.
Mobility out of poverty is associated with personal initiative and enterprise. It is highly
correlated with household characteristics such as education and ownership of physical
assets, and it is also dependent on good health. Beyond household-level factors,
economic growth, and local availability of opportunities, markets, infrastructure and
enabling institutions – including good governance – are all important. All these
factors tend to be unequally distributed within each country.
Certain groups – particularly rural women, youth, indigenous peoples and ethnic
minorities – are often disproportionately held back by disadvantages rooted in
inequalities. Addressing these disadvantages requires building people’s assets and
strengthening their capabilities – both individual and collective, while creating locally
available opportunities and mitigating or helping them to better manage risks they
face. Until recently, rural people’s capabilities have often been treated separately from
investment in creating opportunities for rural development. However, these issues
need to be tackled together in order to facilitate broad-based mobility out of poverty
and to achieve inclusive, pro-poor rural growth.

Chapter 3. The importance of addressing risk
Avoiding and managing risk is a prerequisite for poor rural households to move out
of poverty, and it is thus central to their livelihood strategies. At the household level,
decisions about how to allocate and use cash, land and labour are a function not only
of available opportunities, but also of the need to minimize the possibility of shocks
that can throw the household into poverty, prevent it from moving out of it, or reduce
its ability to spend on its primary needs. In many cases, however, the need to minimize
these possibilities undermines people’s ability to seize opportunities, which generally
come with a measure of risk. Rural households typically manage risk through
diversification: smallholders may use highly diversified cropping or mixed farming
systems. And many households use non-farm activities to complement and reduce the
risks attached to farming – or vice versa. Asset accumulation – including money, land,
livestock and other assets – is also critical to build a buffer against shocks, and a crucial
component of risk management strategies at the household level.
Shocks are the major factor contributing to impoverishment or remaining in
poverty. Poor rural people have less resilience than less-poor people because they
have fewer assets to fall back on when shocks occur. When they do occur, poor people
may have to resort to coping strategies that involve incurring debt, selling assets, or
foregoing on education opportunities for children and youth – all of which leave
them that much more vulnerable to future shocks.
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The risk environment confronting poor rural people is becoming more difficult in
many parts of the world. Not only do poor rural people face long-standing risks related
to ill health, climate variability, markets, the costs of important social ceremonies and
poor governance – including state fragility – but today they must also cope with many
other factors. These include natural resource degradation and climate change, growing
insecurity of access to land, increasing pressure on common property resources and
related institutions, and greater volatility of food prices. In this environment, new
opportunities for growth in rural areas are likely to be beyond the reach of many poor
rural people. In many cases, innovative policies and investments are needed to address
the new or growing risks, and to enhance responses to long-standing ones.
Putting a proper appreciation of risks and shocks at the centre of a new agenda for
rural growth and poverty reduction requires a multi-pronged approach. On the one
hand, it involves strengthening the capacity of rural people to manage risk by supporting
and scaling up the strategies and tools they use for risk management and for coping, and
helping them to gain skills, knowledge and assets to develop new strategies. On the
other hand, it requires that the conditions they face be made less risky, be it in terms of
markets, health care and other essential services, natural environment, or security from
conflict. Specific areas of focus include strengthening community-level organizations
and assisting them to identify new mechanisms of social solidarity; promoting the
expansion and deepening of a range of financial services to poor rural people; and
supporting social protection programmes that can help poor households to build their
assets, reduce risks and more easily invest in profitable income-generating activities.

Chapter 4. Agricultural markets for increased incomes
Well functioning agricultural markets are essential for rural growth and poverty
reduction. Most rural households are connected with markets, as sellers of produce,
buyers of food, or both. However, the extent to which they are involved varies
considerably. Market participation is often uncertain, risky and conducted on
unfavourable terms. Under such conditions, many households seek to grow their own
food rather than buying it in local markets, while others limit their investments in
market-oriented crops in the absence of reliable produce markets. By contrast, access
to remunerative and reliable produce markets can enable farming households to
commercialize their production systems and increase their farm incomes. The rewards,
costs and risks of doing so are all context- and value chain-specific, and they vary for
different producers. However, it is generally a challenge for poor rural people to seize
rewarding opportunities in produce markets and to cope well with the attached risks.
Agricultural produce markets have undergone profound transformations in the
past two or three decades, in terms of the scale and nature of demand, and the
organization of supply or market governance. In most developing countries, demand
for agricultural products, particularly high-value ones, is increasing rapidly, with the

5

6

Rural Poverty Report 2011

demand driven by the growing numbers and increased incomes of consumers in
urban areas. The rapid emergence of supermarkets is spurring the establishment of
modern value chains, particularly for high-value foodstuffs. These are typically better
organized, coordinated, and have higher standards than traditional markets, though
the latter continue to play an important role in national food supply systems in most
countries. Restructured or modern markets and value chains offer a new environment
for smallholders, with potentially profitable opportunities set against higher entry
costs and risks of marginalization. But traditional markets can offer an important
alternative, and sometimes a fall-back option.
Global and regional agricultural markets are also becoming more integrated and
concentrated in their structure. The map of global trade in agriculture has been
changing, with some fast-rising economies playing a growing role. Many export markets
tend to exclude small-scale suppliers, a process that has intensified with the imposition
of higher product and process standards by northern retailers. But some global value
chains offer important opportunities for smallholder suppliers – and for other rural
people working in agro-processing or in ancillary industries. Smallholders need to be
able to identify the costs and benefits of participating in modern, traditional, domestic
and global markets on a case-by-case basis, and to respond accordingly.
Reducing risk and transaction costs along value chains is important for
determining whether or not smallholders can engage profitably in modern
agricultural markets. Strengthening their capacity to organize is a key requirement to
participating in markets more efficiently and to reducing transaction costs for them
and for those that they do business with. Infrastructure is also important – particularly
transportation, and information and communication technology – for reducing costs
and uncertainty, and improving market information flows. Contracts can help as they
often build trust between smallholders and agribusiness. They also facilitate farmers’
access to input credit and other financial services. The growing importance of a
corporate social responsibility agenda within the global food industry provides an
increasingly positive context for the establishment of such contracts.
Policymakers, civil society organizations, NGOs and donors can play a key role,
working with smallholder farmers and market intermediaries to help them establish
and scale up sustainable market relations. At the same time, there is a need to look
at agricultural value chains not only as a source of opportunities for smallholder
farmers, but also as a means of creating demand for labour and services from other
rural people. And to give policy attention to creating opportunities and reducing risks
for rural people as employees and service providers.

Chapter 5. Sustainable agricultural intensification
For food production in developing countries to double by 2050 it will require, above
all, more intensive land use and higher yields. Over the past 40 years, growth in food
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production has more than kept pace with population growth, with enhanced
agricultural productivity resulting in substantially increased global food supplies and,
until recently, lower food prices. Yet there are concerns as to the environmental
externalities of approaches to agricultural intensification based exclusively on the use
of improved seeds and high levels of agrochemicals. Against a backdrop of a
weakened natural resource base, energy scarcities and climate change, there is today
a growing consensus that a more systemic approach is required. Improved inputs
remain critical for increasing productivity, as do supportive policies and robust
investment in agricultural research and development, and infrastructure development.
However, today’s circumstances require an approach that better preserves or restores
the natural resource base and increases the resilience of farming systems to climatic
variation and change.
An agenda for sustainable agricultural intensification has been emerging for some
time, and a growing number of sustainable intensification practices – some of them
building on traditional techniques – have been taken up by farmers in the past couple
of decades. The emerging agenda is characterized by a more systemic approach to
sustainably managing natural resources. These include using an agroecological
perspective and with more selective recourse to external inputs, striving to maximize
synergies within the farm cycle, and seeking adaptation to climate change. The
practices typically aim at improving soil fertility, structure and water-retaining
capacity using a combination of organic, biological and mineral resources, and at
using water more sparingly and efficiently. All complement, rather than represent an
alternative to external input-driven intensification, and none of them – individually
or collectively – constitutes a blueprint. Indeed, the agenda requires that farmers
develop their own practices, capitalizing on their local knowledge as well as scientific
research to address their specific problems. These three features – a systemic
approach, context adaptation, and linking farmers’ and scientific knowledge – are
key to the emerging agenda.
The agenda has much to offer smallholders. Where market conditions provide an
incentive for doing so, it can enhance productivity, make the most effective use of
local resources, help build resilience to climate stress, and deliver environmental
services – including some linked to climate change mitigation. Because sustainable
agricultural intensification can be adapted to different requirements and levels of
assets that men and women farmers have at their disposal, it can therefore be seen as
a route through which they can broaden their options to better capture market
opportunities while reducing risks, or strengthening their capacity to manage them.
Adequate incentives and risk mitigation measures need to be in place to enable
smallholder farmers to make a shift to sustainable agricultural intensification. This
requires, in particular, more secure land tenure and expanded markets for
environmental services. Smallholder farmers must also develop the skills to combine
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their experience and knowledge with modern science-based approaches, and develop
effective solutions to their problems. This will require strengthening agricultural
education, research and advisory services, and fostering greater collaboration,
innovation and problem-solving among smallholders, researchers and service
providers. It will also require building coalitions, sharing responsibilities and creating
synergies among governments, civil society, the private sector – and above all –
farmers and their organizations.

Chapter 6. Creating opportunities in the rural non-farm economy
Participation in the rural non-farm economy – both wage employment and non-farm
self-employment – is an increasingly important element of the risk management
strategies of large numbers of rural households. It is an important route out of poverty
for growing numbers of rural people, particularly for today’s youth. Although this
sector has been neglected by policymakers in many countries, today there is a new
interest in promoting its development as a source of growth and of employment, in
agricultural-based as well as transforming and urbanized countries.
Agriculture remains a key driver of non-farm economic development, with each
dollar of additional value added in agriculture generating another 30 to 80 cents in
second-round income gains elsewhere in the economy. However, nowadays there are
four other important drivers that play a role in stimulating the growth of the non-farm
economy. First, urbanization, and particularly the growth of small or medium-sized
centres and the growing integration of rural and urban economies. Second, the
processes of liberalization and globalization, which can create new employment and
service opportunities in rural areas. Third, improved communication and information
systems, particularly the diffusion of mobile phone coverage in rural areas. Finally,
increasing investment in decentralized and renewable-based energy systems. These
drivers may be present and combine differently within and across countries, creating
different opportunities for the development of the rural non-farm economy.
If people are to harness these new drivers, there must be better incentives and
fewer risks for everyone involved. This requires investment in rural infrastructure and
services such as energy and transportation, and better governance. Prerequisites for
encouraging private investments include improving the business climate, and
providing business development and financial services suited to the needs of both
men and women small entrepreneurs. For firms, the possibility of acquiring a labour
force with appropriate skills is crucial. For rural workers, an improved environment
is one in which they find decent employment opportunities and their rights and
ability to organize are recognized, and in which efforts are made to address the
prevalence of poorly paid, insecure and unregulated jobs – taken up predominantly
by women – in the informal sector. Rural migrants want their rights to be recognized
and their ability to organize supported, and they want to be able to send home
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remittances easily and at low cost. The role of government actors in creating an
improved environment for the rural non-farm economy is important. However, an
important part of that role may be to facilitate and catalyse initiatives taken by others
such as firms or rural workers’ organizations.
Strengthening the capabilities of rural people to take advantage of opportunities in
the rural non-farm economy is essential. Education and skills are particularly important,
because they enable rural youth and adults to access good employment opportunities,
and enhance their capacity to start and run their own businesses. Technical and
vocational skills development in particular needs to be expanded, strengthened and
better tailored to the current needs of rural people. These include microentrepreneurs,
workers who wish to remain in their areas of origin and those who may seek to migrate.
Strengthening capabilities on all these fronts requires various, often innovative forms
of collaboration, in which governments play effective roles as facilitators, catalysers and
mediators; and the private sector, NGOs and donors are significantly engaged.

Chapter 7. What needs to be done, and how?
Ten years into the new millennium, the challenges of addressing rural poverty, while
also feeding a growing world population in a context of increasing environmental
scarcities and climate change, loom large. Robust action is required now to address
the many factors that perpetuate the marginalization of rural economies. It needs to
enable rural women, men and youth to harness new opportunities to participate in
economic growth, and develop ways for them to better deal with risk. Above all, this
action needs to turn rural areas from backwaters into places where the youth of today
will want to live and will be able to fulfil their aspirations. How can all this be
achieved? There is of course no simple answer. Countries vary profoundly in their
level of economic development, their growth patterns, their breadth and depth of
rural poverty, and the size and structure of their agricultural and rural sectors. Within
countries, different areas can vary greatly, resulting in widely differing levels of
opportunity for growth. As a result, there can be no generic blueprints for rural
development and rural poverty reduction. The areas of focus, the issues to address
and the roles of different actors will all vary in different contexts.
Nevertheless, there is a need to go beyond narrow or rigidly sequential sectoral
approaches to rural growth. Agriculture continues to play a major role in the economic
development of many countries, and to represent a major source of opportunities to
move out of poverty for large numbers of rural women, men and young people –
particularly those who can make it a ‘sound business’. In addition, in all developing
regions smallholder farmers face major – if profoundly different – challenges. A focus
on agriculture, aimed at assisting them to address these challenges, must remain a major
thrust of efforts to reduce poverty and promote economic development alike. In all
circumstances, the ultimate aim must be the development of smallholder farming
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systems that are productive, integrated into dynamic markets (for environmental services
as well as food and agricultural products), and environmentally sustainable and resilient
to risks and shocks. All three elements are essential features of a viable smallholder
agriculture, particularly as a livelihood strategy for tomorrow’s generation. A vibrant
agricultural sector as well as a variety of new factors can also drive the expansion of the
non-farm rural economy, in a wide range of country circumstances. In order to broaden
the opportunities for rural poverty reduction and economic growth, there is need for a
broad approach to rural growth and emphasis on the larger rural non-farm economy.
A focus on these two areas – smallholder agriculture and the rural non-farm economy
– requires particular attention to, and increasing investment in, four issues:
• Improving the overall environment of rural areas to make them places where
people can find greater opportunities and face fewer risks, and where rural youth
can build a future. Greater investment and attention are needed in infrastructure
and utilities: particularly roads, electricity, water supply and renewable energy.
Also important are rural services, including education, health care, financial
services, communication and information and communication technology
services. Good governance too is critical to the success of all efforts to promote
rural growth and reduce poverty, including developing a more sustainable
approach to agricultural intensification.
• Reducing the level of risk that poor rural people face and helping them to
improve their risk management capacity needs to become a central, cross-cutting
element within a pro-poor rural development agenda. It needs to drive support
both to agriculture – and sustainable intensification reflects this concern – and to
the rural non-farm economy. It involves developing or stimulating the market to
provide new risk-reducing technologies and services for smallholders and poor
rural people. It requires an expansion of social protection, and it needs to strengthen
the individual and collective capabilities of rural women, men and youth.
• Advancing individual capabilities needs far more attention in the rural
development agenda. Productivity, dynamism and innovation in the rural
economy depends on there being a skilled, educated population. Rural women,
men, youth and children all need to develop the skills and knowledge to take
advantage of new economic opportunities in agriculture, in the rural non-farm
economy, or in the job market beyond the rural areas. Investment is particularly
needed in post-primary education, in technical and vocational skills development,
and in reoriented higher education institutes for agriculture.
• Strengthening the collective capabilities of rural people can give them the
confidence, security and power to overcome poverty. Membership-based
organizations have a key role to play in helping rural people reduce risk, learn
new techniques and skills, manage individual and collective assets, and market
their produce. They also negotiate the interests of people in their interactions with
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the private sector or government, and can help to hold them accountable. Many
organizations have problems of governance, management or representation, and
yet they usually represent the interests of poor rural people better than any outside
party can. They need strengthening to become more effective, and more space
needs to be made for them to influence policy.
In the aftermath of the food crisis, the international donor community has taken a
number of initiatives to support developing countries’ efforts to promote smallholder
agriculture. It has also signalled a commitment to support developing countries’
efforts to mitigate and adapt to climate change. But investment in agriculture and the
rural non-farm economy remains well below needed levels, and the momentum of
these recent initiatives must be maintained. The proposed agenda in this report
responds to the growing international concerns, while offering up ideas for concrete
initiatives. Increasing investments in the areas highlighted in this report – some of
which have been badly neglected in recent years – can support the piloting of new
approaches and ways of working as a route for learning, promoting policy analysis
and reform, and financing the scaling up of successful small-scale initiatives.
In addition, many developing and recently developed countries have grappled with
the issues addressed in this report. There is, therefore, enormous scope for increased
levels of knowledge-sharing between developing countries.
There are today approximately one billion poor rural people in the world. Yet
there are good reasons for hope that rural poverty can be reduced substantially, if
new opportunities for rural growth are nurtured, and the risk environment
improved. This report identifies an agenda for action around a broad approach to
rural growth, which needs to be appropriated and adapted to different countries’
needs and local contexts. However, the report also makes it clear that implementing
this agenda requires ‘joined-up’ government across different ministries, and a
breaking down of some traditional distinctions between social and economic
policies and programmes. It also requires a collective effort, including new
partnerships and accountabilities, and new ways of working between governments,
the private sector, civil society and rural people’s organizations, with the
international development community playing a supporting or facilitating role as
needed. If all of these stakeholders want it enough, rural poverty can be substantially
reduced. What is at stake is not only improving the present for one billion rural
people and the prospects for food security for all, but also the rural world and the
opportunities within it that tomorrow’s rural generation will inherit.
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Cover
East Coast Region, Madagascar: Farmers Lionie Marceline
(foreground), her husband Jean Doris, and their daughter Zafikalo
Natacha and son Andronic harvest rice. The crop has been grown
using the System of Rice Intensification, a set of practices that can
substantially increase yields, while using less irrigation water and
fewer seeds. First developed in Madagascar in the early 1980s,
the system has been adopted widely and its benefits have been
documented in over 40 countries in Asia, Africa and Latin America.
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