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Agriculture, investments and food security: LAC and Asia 

Cesar Falconi 
Agricultural sector in LAC and Asia facts 

Agricultural share of GDP has been declining over the past decade in both regions, but it still remains high, 
especially in South and East Asia - 18 % and 11 % in 2007, respectively - which reveals the region’s strong 
dependency on the primary sector. Their share in the world’s export of agricultural products are significant (20% 
in the case of Asia and 12% in LAC in 2008), and steadily increasing.  

However, agricultural sector in Asia and LAC faces several constraints that hamper the growth of production. 
These constraints are mainly related to farm structure (land concentration in LAC and fragmentation in Asia), 
availability of natural resources (land and water being less abundant in Asia than in LAC) and lack of 
infrastructure in rural areas. 

Small farming contribution to food security is crucial in both regions (about 87% of the world’s small farms are 
in the Asia and the Pacific region, whereas in Latin America, small-scale/family farms produce most of the 
staple foods (at least 70% in Brazil, for example). Nevertheless, poverty is basically a rural problem in Asia (in 
the major countries, 80 to 90 per cent of poor people live in rural areas) and in LAC (in Brasil, for instance, 67 
per cent of the rural population is poor). 

LAC and Asia with similar challenge: increase agricultural production to guarantee food security in 2050. 

The number of undernourished people in the world was calculated to be over 1 billion people in 2009, according 
to FAO estimations. This figure means we are farther off-track than ever from meeting the Millennium 
Development Goal of halving the number of hungry people by 2015. 

What are the future prospects?  

 The latest UN estimates of population suggest that by 2050 the planet will be populated by 9.1 billion 
persons, up from the current population of 6.8 billion. This represents a 34% increase over the next 41 
years. Nearly all of this growth is forecast to take place in the developing countries. Among the latter 
group, sub-Saharan Africa’s population would grow the fastest (+114 percent) and East and Southeast 
Asia’s the slowest (+13 percent). Urbanization is foreseen to continue at an accelerating pace with 
urban areas to account for 70 percent of world population in 2050 (up from 49 percent at present) and 
rural population, after peaking sometime in the next decade, actually declining. 

 At the same time, per capita incomes in 2050 are projected to be a multiple of today’s levels. There is a 
consensus among analysts that recent trends whereby the economies of developing countries have been 
growing significantly faster that the developed ones is likely to continue in the future. Relative 
inequality in per capita incomes would be reduced considerably by 2050, although absolute differences 
would remain pronounced and could even increase further, given the current huge gaps in absolute per 
capita incomes.  

These trends mean that market demand for food will continue to grow. 

How to feed the world in 2050? 

 The latest FAO estimates indicate that, in order to meet the demand for food, agricultural production 
would need to grow globally by 70% over the same period (by almost 100% in developing countries). 

How can this production increase be achieved? Mainly by arable land and irrigated land expansion and 
increase in the capital stock per worker that would allow to boost productivity. 

 Arable land would expand by some 70 million ha (or less than 5%), the expansion of land in developing 
countries by about 120 million ha (or 12%) being offset by a decline of some 50 million ha (or 8%) in 
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the developed countries. Almost all of the land expansion in developing countries would take place in 
sub-Saharan Africa and Latin America. 

 Land equipped for irrigation would expand by some 32 million ha (11%), while harvested irrigated land 
would expand by 17%. All of this increase would be in the developing countries, but  strongest (in 
absolute terms) in the more land-scarce regions hard-pressed to raise crop production through more 
intensive cultivation practices, such as East Asia (+ 12 million ha), South Asia (+ 8 million ha China 
and India alone account for more than half (56%) of the irrigated area in developing countries.  

 The outlook to 2050 suggests that interregional differences in capital stock per worker are likely to 
become more pronounced, roughly doubling in East Asia, South Asia and the Near East and North 
Africa regions, tripling in Latin America, but stagnating in sub-Saharan Africa. A critical element in 
the divergent developments in labour productivity across regions is largely a reflection of the different 
developments in the agricultural labour force of the various regions. In Latin America, for instance, 
labor force employed in agriculture will be almost halved, while in sub-Saharan will be doubled. 

These predictions of needed additional production are likely to be a low estimate, as they do not take into 
account any increases in agricultural production to meet possible expansion in demand for biofuels and adverse 
effects of climate change over agricultural production, which might be particularly devastating in LAC, South 
and South East Asia. 

What resources are required? 

The investments required to support this expansion in agricultural output in developing countries in 2050 amount 
to a total gross investment of 9.2 $ trillion (US$209 billion of  annual gross investment), of which 60% will be 
have to be used to replace the existing capital stock, and remaining 40% (US$83 billion in 2009 US dollars) will 
be needed in primary agriculture and necessary downstream services such as storage and processing facilities 
(US$20 billion going to crop production, US$13 billion to livestock production, with a further US$50 billion to 
downstream support services such as cold and dry storage, rural and wholesale market facilities, and first-stage 
processing). East and Southern Asia need to make a bigger effort on improving and increasing crop and 
livestock production, whereas Latin America needs to focus the investments more on downstream services to 
production. Of the projected US$83 billion total annual investment needed in agriculture, US$20 billion for 
Latin America and the Caribbean, US$20 billion for South Asia, and US$23 billion for East Asia. 

Where should these resources come from? 

The share of public spending on agriculture has fallen to an average of around 7% in developing countries, and 
the share of Official Development Assistance (ODA) going to agriculture has fallen to as little as 3.8%. 
Commercial bank lending to agriculture in developing countries is also small. Given the limitations of alternative 
sources of investment finance, foreign direct investment (FDI) in developing country agriculture could make a 
significant contribution to bridging the investment gap. Nevertheless, FDI alone cannot cover the all investment 
needs in agriculture, and Governments and donor community have to commit resources to feed the population of 
both regions in the future. 

Asia and LAC and opportunities for mutual learning and cooperation in Agriculture 

Based on the need to increase investment in agriculture and their priority areas of action for each region, the 
most principal areas for cooperation are: 

 Increase FDI in Agriculture  

FDI outflows from developing regions are strongly related to the number of existing South-South Bilateral 
Investment Treaties (BITs) and Double Taxation Treaties (DTTs). Asia is the largest and fastest growing 
outward investors, followed by Latin America. At the same time, data on FDI inflows in agriculture since 2000 
indicate the increasing attractiveness of developing regions, particularly Asia and Latin America. The 
proliferation of BITs and DTTs among these two regions (e.g. Bolivia signing a BIT with China and the 
Republic of Korea, Thailand signing agreements with Argentina and Peru) indicates a  favorable investment 
climate and could be an incentive to increase mutual FDI in agriculture. 



Note prepared for Session 6: Investment and Trade of the Conference”Fostering Growth and Reducing Poverty and Hunger 
in Asia and Latin America: Opportunities for Mutual Learning”, March 22-24, 2010, Peru. 

 

 Enhancement of Agricultural Trade  

How can we promote further commercial integration? There are opportunities for both sides:  
- LAC’s and Asia’s agricultural sector complement each other in terms of production, and changes in diets in 

both developing regions can be an opportunity to increase trade (i.e. higher demand of meat in Asia can be 
supplied by Latin America)  

- LAC’s recent growth performance has increased its demand for manufactured goods, which Asia produces 
competitively (i.e. agricultural machinery) 

- Asia can obtain from LAC necessary commodities and natural resources to continue developing its 
economies. 

- LAC can learn form Asia’s integration of smallholders in export oriented agrifood industries, while Asia 
could learn from LACs experience on food safety regulations and certification. 

 Collaboration in Agricultural R&D 

Investments in public sector R&D have increased in the last years, both in LAC and Asia, but its level of 
investment is still lower than that of developed countries (public agricultural research expenditure as percentage 
of Agricultural GDP in 2000 for LAC 1.15%, Asia 0.41% and Developed countries 2.36%). LAC and Asia are 
diverse and include very divergent situations.  In Asia, for instance China, India and Vietnam, there is a 
prevalence of smallholders, oriented to subsistence or to production for local markets. R&D was therefore more 
directed to their needs and so R&D results benefited them. In LAC technology is driven by commercial farmers, 
which dominate agricultural production, producing mostly for export. Private sector R&D is therefore more 
important, even if the presence of solid public programmes is a requisite for adoption of new technologies. This 
difference of approaches or strategies is an opportunity to understand and exchange experiences on technology 
policies and institutional mechanisms applied.   

A South-South Technological Collaborative Platform would facilitate the collaboration between the regions in 
R&D, in particular to identify and apply technologies. This Platform could promote the exchange of 
technologies, knowledge (training), and joint research projects. The regions have developed significant 
technologies (zero tillage, pest management, biotechnology products) that could easily be transferred between 
the regions and other regions such as Africa thru this platform.  

In addition, LAC has an interesting experience on setting a Regional Fund for Agricultural Technology, called 
FONTAGRO. This Regional Fund with the country members’ financial contributions finances, on competitive 
basis, international public good technological projects (the results of the project must benefit at least two 
countries). This is a institutional funding mechanism that could be easily replicated in Asia.  

 Extension and Technical Assistance 

There are many interesting experiences occurring in extension throughout Latin America and Asia, from which 
the two regions could learn from each other. It is true, especially in Latin America, which extension is remerging 
from decades of neglect with increased national interest and international support.  However, the past decade has 
also seen new, positive experiences which can be compared and shared. For example, the Chinese Agro-
Technical Extension Center system has been encouraged to develop revenue generating mechanisms and to shift 
extension costs to farmers; in LAC there has been an extensive use of competitive funds, to promote agriculture 
innovation, demand-led research, and towards increasing the market and skills for a variety of extension 
providers.  In 2009, a new global organization, GFRAS, the Global Forum for Rural Advisory Services was 
established, to promote rejuvenated, better funded, more technically qualified, and more demand and market-led 
extension services.  The group has support from nation, bi-lateral, international technical agencies (including 
FAO) and donors.  This may provide a forum for linking these Asian and Latin American experiences together. 

 Climate Change mitigation  

Asia is ahead on carbon financing (e.g, China and India account for 70% Certified Emission Reduction), while 
LAC takes the lead on REDD (Reduced Emissions from Deforestation and Forest Degradation in Developing 
Countries) application. These are two potential areas for mutual cooperation. At the same time, Asia can learn 
from  LAC’s experience on and biofuel production and GHG mitigation in agriculture. 


