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Introduction

The world is facing an unprecedented health crisis and widespread economic disruption in the face 
of the Covid-19 virus. The International Monetary Fund (IMF) predicts that the global economy will 
contract 4.9 percent in 2020, with all emerging and developing regions other than China experiencing 
recessions to varying degrees (from -0.8 percent in emerging Asia to -10.5 percent in the European 
Union).1 While the developing world was initially spared by the pandemic, it now faces the brunt of it, 
due to higher population densities, the lack of robust health care systems, greater poverty, and poor 
sanitation. Many public health officials have suggested that the number of cases in these areas may be 
considerably higher than official reports reveal, which could reverse decades of economic gains in the 
developing world.2 

The risks of Covid-19 are further amplified in rural areas. Rural communities in developing countries face 
severe disparities in terms of jobs, poverty levels, access to markets, education quality, and health care 
provisions. According to the IMF, rural poverty comprises 63 percent of poverty worldwide, and as high as 
between 65 and 90 percent of poverty in sub-Saharan Africa.3 In other words, of the 600 million people 
living in extreme poverty, 400 million live in rural areas.4 These communities face significant risks regarding 
climate change, health care, market access, investment opportunities, and policy changes; they are also 
less equipped to address external economic and political shocks. Moreover, an increasing number of young 
people in rural communities are migrating to urban centers because of inadequate economic opportunities 
in rural areas.5 The United Nations 2030 Agenda for Sustainable Development calls on states to not to leave 
anyone behind—if the global community truly wants this goal to become a reality, we need to invest and 
improve the lives and livelihoods of rural communities, as well as equip rural communities with the tools 
and expertise they need to build sustainable paths out of poverty (Figure 1).6  

1. IMF, World Economic Outlook Update, June 2020 (Washington, DC: International Monetary Fund, June 2020), 7, https://www.
imf.org/en/Publications/WEO/Issues/2020/06/24/WEOUpdateJune2020. 

2. Lisa Cornish, Sara Jerving, and Jenny Lei Ravelo, “Data Around COVID-19 Is a Mess and Here’s Why That Matters,” Devex, May 
11, 2020, https://www.devex.com/news/data-around-covid-19-is-a-mess-and-here-s-why-that-matters-97077. 

3. Mahmood Hasan Khan, “Rural Poverty in Developing Countries,” Finance & Development 37, no. 4 (December 2000), https://
www.imf.org/external/pubs/ft/fandd/2000/12/khan.htm. 

4. Homi Kharas, Constaza Di Nucci, Kristofer Hamel, and Baldwin Tong, “To move the needle on ending extreme poverty, focus 
on rural areas,” Brookings Institution, February 21, 2020, https://www.brookings.edu/blog/future-development/2020/02/21/
to-move-the-needle-on-ending-extreme-poverty-focus-on-rural-areas/.

5. “Why Are Rural Youth Leaving Farming?” Office of the Secretary-General’s Envoy on Youth, April 2016, https://www.un.org/
youthenvoy/2016/04/why-are-rural-youth-leaving-farming/. 

6. United Nations Department of Economic and Social Affairs, Transforming our world: the 2030 Agenda for Sustainable Development 
(New York: United Nations, September 25, 2015), https://sustainabledevelopment.un.org/post2015/transformingourworld. 

https://www.imf.org/en/Publications/WEO/Issues/2020/06/24/WEOUpdateJune2020
https://www.imf.org/en/Publications/WEO/Issues/2020/06/24/WEOUpdateJune2020
https://www.devex.com/news/data-around-covid-19-is-a-mess-and-here-s-why-that-matters-97077
https://www.imf.org/external/pubs/ft/fandd/2000/12/khan.htm
https://www.imf.org/external/pubs/ft/fandd/2000/12/khan.htm
about:blank
about:blank
https://www.un.org/youthenvoy/2016/04/why-are-rural-youth-leaving-farming/
https://www.un.org/youthenvoy/2016/04/why-are-rural-youth-leaving-farming/
https://sustainabledevelopment.un.org/post2015/transformingourworld
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As we embark on this great collective journey, we pledge that no 
one will be left behind. Recognizing that the dignity of the human 
person is fundamental, we wish to see the goals and targets met 
for all nations and peoples and for all segments of society. And we 
will endeavor to reach the furthest behind first.

-2030 UN Agenda for Sustainable Development 

Figure 1: United Nations Sustainable Development Targets related to the Rural Economy

Source: “Goal 1: End Poverty in All Its Forms Everywhere – United Nations Sustainable Development,” United Nations, Accessed August 28, 
2020, https://www.un.org/sustainabledevelopment/poverty/; “Goal 2: Zero Hunger – United Nations Sustainable Development,” United 
Nations, Accessed August 28, 2020, https://www.un.org/sustainabledevelopment/hunger/; “Goal #8: Economic Growth – United Nations 
Sustainable Development.” United Nations, Accessed August 28, 2020, https://www.un.org/sustainabledevelopment/economic-growth/. 

The UN World Urbanization Prospects estimates that 68 percent of the world’s population will 
be urban by 2050. The reason for this increase in rural-to-urban migration is that many farmers 
cannot make a living income from agriculture. Despite this rapid urbanization, urban areas are 
not immune from extreme poverty, and rural communities still remain important economic 
drivers in many developing countries.7

In rural areas, most economic activities center on agriculture, fishing, and forestry, which 
command 24 percent of total GDP in low-income economies.8 Rural economies are the starting 
point of the global food supply chain: according to the Food and Agriculture Organization (FAO), 

7. United Nations Department of Economic and Social Affairs, World Urbanization Prospects 2018: Highlights (New York: United 
Nations, 2018), 5, https://population.un.org/wup/Publications/Files/WUP2018-Highlights.pdf. 

8. “Agriculture, Forestry, and Fishing, Value Added (% of GDP) – Low Income,” World Development Indicators, World Bank, 
https://data.worldbank.org/indicator/NV.AGR.TOTL.ZS?locations=XM. 

Target 1.2: By 2030, reduce at least by half of the proportion of men, women, and children of 
all ages living in poverty in all its dimensions according to national definitions.

Target 2.3: By 2030, double the agricultural productivity and the incomes of small-scale food 
producers, particularly women, indigenous peoples, family farmers, pastoralists and fishers, 
including secure and equal access to land, other productive resources and inputs, knowledge, 
financial services, markets, and opportunities for value addition and non-farm employment. 

Target 8.2: Achieve higher levels of productivity of economies though diversification, 
technological upgrading and innovation, including through a focus on high value added 
and labour-intensive sectors. 

https://www.un.org/sustainabledevelopment/poverty/
https://www.un.org/sustainabledevelopment/hunger/
https://www.un.org/sustainabledevelopment/economic-growth/
https://population.un.org/wup/Publications/Files/WUP2018-Highlights.pdf
https://data.worldbank.org/indicator/NV.AGR.TOTL.ZS?locations=XM
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small-scale and family farmers produce 80 percent of the food supply in sub-Saharan Africa and 
Asia.9 Employment in agriculture—though declining—still accounts for 63 percent of jobs in low-
income countries and 40 percent in lower middle-income countries (2018).10 Yet these jobs are 
usually in the informal sector, and productivity remains low, with many agricultural products lacking 
additional value opportunities. To compete against larger companies, small shareholder farmers 
need access to financial markets; better infrastructure, financial instruments, and education; and 
a robust health care system. In connecting to longer value chains, small share farm holders can 
increase agricultural productivity while also creating work opportunities that go beyond farms. 

Food insecurity is on the rise as a result of the Covid-19 crisis. Before the pandemic, the FAO 
reported that hunger impacted approximately 690 million people globally. For 2020, it predicts 
that between 83 million and 132 million additional people may go hungry as a result of the 
pandemic.11 Covid-19 has highlighted the fragile and complex nature of global supply chains. 
On a micro level, rural supply chains are important in providing food both to local communities 
and to global markets. Covid-related restrictions have led to greater food shortages and loss, and 
they have made it difficult for farmers to access input, output, and labor markets.12 While capital-
intensive staple commodities have been less affected, higher-value commodities that are more 
labor-intensive and are produced at food processor plants have suffered the most, due to supply 
chain disruptions.13 Covid-19 has shown the importance of investment in these rural supply 
chains, which are critical to helping countries grow their economies and reduce poverty levels. 

With the world in the midst of a recession and increasing food insecurity, innovative financing 
will be critical to strengthening rural economies in developing countries. In this regard, impact 
investments—that is, investments in assets such as private debt, publicly traded debt, and private 
equity that aim to generate social and environmental impact as well as financial returns—should 
play an increasingly important role in a post-Covid world. Impact investing in the past has 
introduced innovative financing structures and blended funds (an equity mutual fund with a mix 
of growth and value stocks), which may be needed for a post-Covid economic recovery.

According to the Global Impact Investing Network (GIIN), the impact investment market stands 
at $715 billion in global assets. In contrast, development aid in 2019 amounted to $152.8 billion.14 
The current crisis presents opportunities to increase investments in rural economies that could 
create jobs, propel economic development, and contribute to greater food security globally—as 
well as contribute to long-lasting, sustainable changes.  

9. FAO, The State of Food and Agriculture: Leveraging Food Systems for Inclusive Rural Transformation (Rome: Food and Agriculture 
Organization, 2017), xi, http://www.fao.org/3/a-i7658e.pdf. 

10. “Employment in Agriculture (% of Total Employment) (Modeled ILO Estimate),” World Development Indicators, World Bank, 
https://data.worldbank.org/indicator/SL.AGR.EMPL.ZS. 

11. FAO, The State of Food Security and Nutrition in the World 2020: Transforming Food Systems for Affordable Healthy Diets 
(Rome: Food and Agriculture Organization, July 2020), https://reliefweb.int/report/world/state-food-security-and-nutri-
tion-world-2020-transforming-food-systems-affordable. 

12. Maximo Torero Cullen,Covid-19 and the Risk  to Food Supply Chains: How to Respond (Rome: Food and Agriculture Organization 
of the United Nations, March 2020), 1, http://www.fao.org/3/ca8388en/CA8388EN.pdf. 

13. Ibid.

14. Dean Hand et al., Annual Impact Investor Survey 2020 (New York: Global Impact Investing Network, June 2020), 40, https://
thegiin.org/assets/GIIN%20Annual%20Impact%20Investor%20Survey%202020.pdf; “Official Development Assistance,” 
OECD, https://www.oecd.org/dac/financing-sustainable-development/development-finance-standards/official-develop-
ment-assistance.htm. 

http://www.fao.org/3/a-i7658e.pdf
https://data.worldbank.org/indicator/SL.AGR.EMPL.ZS
https://reliefweb.int/report/world/state-food-security-and-nutrition-world-2020-transforming-food-systems-affordable
https://reliefweb.int/report/world/state-food-security-and-nutrition-world-2020-transforming-food-systems-affordable
http://www.fao.org/3/ca8388en/CA8388EN.pdf
https://thegiin.org/assets/GIIN%20Annual%20Impact%20Investor%20Survey%202020.pdf
https://thegiin.org/assets/GIIN%20Annual%20Impact%20Investor%20Survey%202020.pdf
https://www.oecd.org/dac/financing-sustainable-development/development-finance-standards/official-development-assistance.htm
https://www.oecd.org/dac/financing-sustainable-development/development-finance-standards/official-development-assistance.htm
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Main Development Challenges for  
Rural Economies

Two-thirds of the 600 million people living in extreme poverty around the world live in rural areas.15 
The percentage of the population living in rural areas is especially high in sub-Saharan Africa, South 
Asia, and Oceania.16 In Asia and sub-Saharan Africa, smallholder farmers produce up to 80 percent 
of the food supply.17 To lift rural communities out of poverty, countries face a number of challenges, 
particularly weak market access and infrastructure connectivity, lack of access to finance, lack of 
adequate health care, and poor quality education (Figure 2).18 

Figure 2: Challenges for Rural Development 

Source: Analysis by CSIS Project on Prosperity and Development.

15. Kharas et al.,“To Move the Needle on Ending Extreme Poverty.”

16. “Rural Population (% of Total Population),” World Development Indicators, World Bank, https://data.worldbank.org/indica-
tor/SP.RUR.TOTL.ZS. 

17. “Smallholders and Family Farmers,” FAO, Accessed August 17, 2020, http://www.fao.org/fileadmin/templates/nr/sustainabili-
ty_pathways/docs/Factsheet_SMALLHOLDERS.pdf. 

18. World Bank, World Development Report 2016: Digital Dividends (Washington, DC: World Bank, 2016), 1, https://www.world-
bank.org/en/publication/wdr2016; World Bank Transport and ICT Global Practice, Measuring Rural Access: Using New Technol-
ogies (Washington, DC: World Bank, January 2016), http://documents1.worldbank.org/curated/en/367391472117815229/
pdf/107996-REVISED-PUBLIC-MeasuringRuralAccessweb.pdf; “Financial Inclusion,” World Bank, https://www.worldbank.
org/en/topic/financialinclusion/overview#1; Roger Strasser, Sophia M. Kam, and Sophie M. Regalado, “Rural Health Care Ac-
cess and Policy in Developing Countries,” Annual Review of Public Health 37 (2016), 404, https://www.annualreviews.org/doi/
pdf/10.1146/annurev-publhealth-032315-021507; World Bank, World Development Report 2018: Learning to Realize Education’s 
Promise (Washington, DC: World Bank, 2018), 9, https://www.worldbank.org/en/publication/wdr2018. 

Weak Market Access and 
Infrastructure Connectivity

Limited Access to Finance

Lack of Adequate Healthcare

Poor Quality Education

Roads, electricity, and internet connect rural communities 
with global markets. 

Access to bank accounts and credits is a key to growth 
for micro, small, and medium-sized enterprises (MSMEs).

A robust healthcare system is the most important 
ingredient in the global response to Covid-19.

An educated workforce has access to more 
and higher quality jobs to escape poverty. 

https://data.worldbank.org/indicator/SP.RUR.TOTL.ZS
https://data.worldbank.org/indicator/SP.RUR.TOTL.ZS
http://www.fao.org/fileadmin/templates/nr/sustainability_pathways/docs/Factsheet_SMALLHOLDERS.pdf
http://www.fao.org/fileadmin/templates/nr/sustainability_pathways/docs/Factsheet_SMALLHOLDERS.pdf
https://www.worldbank.org/en/publication/wdr2016
https://www.worldbank.org/en/publication/wdr2016
http://documents1.worldbank.org/curated/en/367391472117815229/pdf/107996-REVISED-PUBLIC-MeasuringRuralAccessweb.pdf
http://documents1.worldbank.org/curated/en/367391472117815229/pdf/107996-REVISED-PUBLIC-MeasuringRuralAccessweb.pdf
https://www.annualreviews.org/doi/pdf/10.1146/annurev-publhealth-032315-021507
https://www.annualreviews.org/doi/pdf/10.1146/annurev-publhealth-032315-021507
https://www.worldbank.org/en/publication/wdr2018
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The Covid-19 crisis has exacerbated these underlying challenges. As the world has gone digital in the face 
of the pandemic, people without internet access and electricity are left behind. Mass unemployment and 
business closures have left financial institutions overwhelmed. Covid-19 has hit already stretched health 
care systems, and it has made it even more difficult for children to access education.19

1. Weak Market Access and Infrastructure Connectivity
Physical and digital connectivity are a major stumbling block for rural economies looking to 
connect to markets. Almost a billion people worldwide live more than two kilometers from 
a paved road.20 Waterways, ports, and other transportation networks can complement roads, 
but even with these options, many communities remain out of reach. With greater physical 
connectivity, businesses could engage more easily with suppliers and customers. Road networks 
can connect farmers with better inputs and capital, such as high-yield seeds and machines to 
improve productivity. Roads also connect farmers with larger export markets, where their produce 
can obtain higher prices and bring in greater income for rural families.

Digital connectivity is similarly underdeveloped: nearly 850 million people worldwide do not 
have access to electricity, the vast majority of them in rural areas.21 Some countries have made 
significant progress on improving connectivity—India, for example, electrified all of its villages in 
2018.22 Yet until other developing countries in Asia, Africa, and South America follow suit, many 
of the world’s poor will remain isolated from electrical and transportation networks. Electrification 
does not just keep the lights on in rural areas; it is also a necessity for communities to power 
their appliances, such as refrigerators and cold storage facilities to store food, inputs, products, 
and medicine. Electricity enables farmers to invest in trucks and machinery, which reduces the 
amount of labor required to harvest crops and allows them to devote more time to other income-
generating activities. 

Consistent access to internet is an additional hurdle: in developing countries, around two-thirds 
of people lack access to reliable broadband.23 Even where rural communities can connect to 
internet through their mobile phones, the cost of data is often prohibitive. People in sub-Saharan 
Africa must pay an average of 7.1 percent of their monthly salary for a gigabyte of data; if the 
average U.S. wage earner paid a comparable rate, a gigabyte would cost them $373.24 Even in 
advanced economies like that of the United States, nearly a quarter of the rural population cannot 

19. “COVID-19 Financial Assistance and Debt Service Relief,” International Monetary Fund, 2020, https://www.imf.org/en/Top-
ics/imf-and-covid19/COVID-Lending-Tracker; “World Bank Group: 100 Countries Get Support in Response to COVID-19 
(Coronavirus),” World Bank, May 19, 2020, https://www.worldbank.org/en/news/press-release/2020/05/19/world-bank-
group-100-countries-get-support-in-response-to-covid-19-coronavirus. 

20. World Bank Transport and ICT Global Practice, Measuring Rural Access: Using New Technologies.

21. International Energy Agency, World Energy Outlook 2019 (Paris: International Energy Agency, November 2019), https://www.
iea.org/reports/world-energy-outlook-2019. 

22. Bruce Murphy and Hannah Daly, “Electricity in Every Village,” International Energy Agency, June 1, 2018, https://www.iea.
org/commentaries/electricity-in-every-village-in-india. 

23. “Brief: Connecting for Inclusion, Broadband Access for All,” World Bank, https://www.worldbank.org/en/topic/digitaldevelop-
ment/brief/connecting-for-inclusion-broadband-access-for-all. 

24. Alliance for Affordable Internet, The 2019 Affordability Report: Executive Summary, (Washington, DC: World Wide Web Founda-
tion, 2019), https://a4ai.org/affordability-report/report/2019/. 

https://www.imf.org/en/Topics/imf-and-covid19/COVID-Lending-Tracker
https://www.imf.org/en/Topics/imf-and-covid19/COVID-Lending-Tracker
https://www.worldbank.org/en/news/press-release/2020/05/19/world-bank-group-100-countries-get-support-in-response-to-covid-19-coronavirus
https://www.worldbank.org/en/news/press-release/2020/05/19/world-bank-group-100-countries-get-support-in-response-to-covid-19-coronavirus
https://www.iea.org/reports/world-energy-outlook-2019
https://www.iea.org/reports/world-energy-outlook-2019
https://www.iea.org/commentaries/electricity-in-every-village-in-india
https://www.iea.org/commentaries/electricity-in-every-village-in-india
https://www.worldbank.org/en/topic/digitaldevelopment/brief/connecting-for-inclusion-broadband-access-for-all
https://www.worldbank.org/en/topic/digitaldevelopment/brief/connecting-for-inclusion-broadband-access-for-all
https://a4ai.org/affordability-report/report/2019/
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access high-speed broadband service.25 Better digital infrastructure can empower rural buyers 
and sellers to engage in e-commerce on a local, regional, and global scale, as well as drive down 
transaction costs. 26 

Market access was already a challenge before Covid-19 due to poor connectivity, but now farmers 
are even more removed from their consumers. Due to pandemic-related restrictions, restaurants and 
markets have closed, migration has in some cases been prohibited, transportation costs have risen, and 
intermediaries have stopped coming to rural communities.27 Restrictions have also made it difficult for 
farmers to access input and labor markets, preventing them from buying seeds, fertilizers, and tools, 
as well as from hiring workers.28 In some contexts with resilient input supply chains but poor access to 
output markets, the result has been a glut in commodities. Ghana’s cashew sector, for example—which 
would normally be a major source of export revenue for the country—can no longer send its product 
abroad.29 Prices have slumped by 63 percent between January and late March 2020, causing severe 
revenue shocks to farmers.30 

If development partners can address the short-term shock to market access as well as increase long-
term infrastructure connectivity, people in rural areas can become integrated in agricultural value 
chains. Without digital and physical infrastructure, value chains are underdeveloped; farmers may 
simply engage in subsistence agriculture or sell their produce to neighbors, which limits their income 
growth opportunities. Recent months have shown that those that do have access to infrastructure can 
continue to sell their agricultural products, and often significantly increase sales.

As infrastructure improves, value chains become more sophisticated and diverse. Farmers can source 
their seeds, fertilizers, and machines from increasingly distant locations. They can also use the internet 
and local networks to join formal producer organizations, which aggregate crops from many smallholders 
and ensure consistent quality.31 Farmers that join organizations such as cooperatives can sell not just to 
the local community, but also to intermediaries who will transport their goods to a larger market. The 
economy can expand to include manufacturing and services, as agro-processors, distributors, retailers, 
restaurants, and exporters develop around the agricultural sector. Agricultural value chains raise wages 
and the quality of work for people working on farms and open up new opportunities in other sectors.

2. Limited Access to Finance
Beyond infrastructure, access to finance is necessary to spur rural development. In developed financial 
markets, bank accounts are an avenue for people to store their savings and loans, while lines of credit 

25. FCC, 2020 Broadband Deployment Report (Washington, DC: Federal Communications Commission, 2020), 18, https://www.fcc.
gov/reports-research/reports/broadband-progress-reports/eighth-broadband-progress-report. 

26. World Bank, World Development Report 2016.

27. Jennifer Blanke, “Economic Impact of COVID-19: Protecting Africa’s Food Systems from Farm to Fork,” Brookings Institution, 
June 19, 2020, https://www.brookings.edu/blog/africa-in-focus/2020/06/19/economic-impact-of-covid-19-protecting-af-
ricas-food-systems-from-farm-to-fork/. 

28. Ibid.

29. Joseph Opoku Gakpo, “Covid-19 Virus Spread Prompts Food Insecurity Fears in Africa,” Cornell Alliance for Science, March 26, 
2020, https://allianceforscience.cornell.edu/blog/2020/03/covid-19-virus-spread-prompts-food-insecurity-fears-in-africa/. 

30. Ibid.

31. “How Do Off-Takers and Smallholder Farmers Use Aggregation Models to Grow Their Business?” Grow Africa, October 2015, 
https://www.growafrica.com/resources/how-do-takers-and-smallholder-farmers-use-aggregation-models-grow-their-business. 

https://www.fcc.gov/reports-research/reports/broadband-progress-reports/eighth-broadband-progress-report
https://www.fcc.gov/reports-research/reports/broadband-progress-reports/eighth-broadband-progress-report
https://www.brookings.edu/blog/africa-in-focus/2020/06/19/economic-impact-of-covid-19-protecting-africas-food-systems-from-farm-to-fork/
https://www.brookings.edu/blog/africa-in-focus/2020/06/19/economic-impact-of-covid-19-protecting-africas-food-systems-from-farm-to-fork/
https://allianceforscience.cornell.edu/blog/2020/03/covid-19-virus-spread-prompts-food-insecurity-fears-in-africa/
https://www.growafrica.com/resources/how-do-takers-and-smallholder-farmers-use-aggregation-models-grow-their-business
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allow investments in their farms or businesses and can cover emergency expenses. In rural areas, 
however, formal financial institutions are less prevalent. With limited access to these institutions and 
to the internet, people may simply lack awareness of the tools that are available to them. 

Even in cases where people are aware of the financial tools at their disposal, access to formal financial 
institutions can be incredibly difficult. Poorly enforced property rights can prevent people from using 
their homes or land as collateral; women are especially at a disadvantage, since they comprise only 15 
percent of landholders worldwide.32 Additionally, around one billion people worldwide lack a formal ID, 
making it difficult to prove their identity.33 Even for the small percentage of rural residents in developing 
countries who are aware of available tools, can prove identification, and are able to offer collateral (such 
land or property), traditional banks are often unwilling to engage. For very small deposits and loans, the 
overhead cost may surpass the fees and interest that the banks expects to receive. 34 

In the past, remittances—funds received from relatives or friends working abroad—have partially filled 
the financial gap, but they are likely to decline as unemployment rises in developed economies and 
many migrants return home due to Covid-19.35 Given these many obstacles, poor people in need of 
credit often rely on informal networks of local shop owners, friends, and family members, whose own 
financial position may be only slightly more secure.36 They may also turn toward predatory financial 
institutions that trap borrowers in high-interest loans; in Kenya, for example, one popular mobile 
lender charges monthly interest rates as high as 43.4 percent.37 Because interest rates are above 
market rate at formal institutions, many people in rural areas rely on informal money lenders for 
credit. All of these barriers inhibit economic mobility and are push factors for outmigration to more 
prosperous urban centers.

Rural areas in the developing world can benefit from creative approaches to overcoming these 
challenges. In contexts where broadband is available, digital IDs and mobile apps can enable people’s 
education on the financial options open to them and verify their identity for financial institutions. 
This has proven successful in India: in 2009, the Indian government launched a biometric ID program 
called Aadhaar, and within six years, one billion people had enrolled. 38 In a country where social 
security, pensions, savings accounts, school registration, and bill payment were once unreliable and 

32. Susan Kaaria and Martha Osorio, The Gender Gap in Land Rights (Rome: Food and Agriculture Organization, 2018), http://
www.fao.org/3/I8796EN/i8796en.pdf. 

33. Vyjayanti T. Desai, Anna Diofasi, and Jing Lu, “The global identification challenge: Who are the 1 billion people without proof 
of identity?” World Bank, April 25, 2018, https://blogs.worldbank.org/voices/global-identification-challenge-who-are-1-bil-
lion-people-without-proof-identity. 

34. Stephanie Wykstra, “Microcredit Was a Hugely Hyped Solution to Global Poverty. What Happened?” Vox, January 15, 2019, 
https://www.vox.com/future-perfect/2019/1/15/18182167/microcredit-microfinance-poverty-grameen-bank-yunus. 

35. “World Bank Predicts Sharpest Decline of Remittances in Recent History,” World Bank, April 22, 2020, https://www.world-
bank.org/en/news/press-release/2020/04/22/world-bank-predicts-sharpest-decline-of-remittances-in-recent-history; Ali 
Akram and Andrew Caruana Galizia, “Nepal Faces a Crisis as COVID-19 Stems the Flow of Remittances,” World Economic 
Forum, June 16, 2020, https://www.weforum.org/agenda/2020/06/nepal-faces-a-crisis-as-covid-19-stems-the-flow-of-re-
mittances. 

36. Abhijit V. Banerjee and Esther Duflo, “The Economic Lives of the Poor,” Journal of Economic Perspectives 21, no. 1 (Winter 
2007), 155, https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.21.1.141. 

37. Moses Michara, “Okoa Stima tops list of most expensive mobile lenders,” The Standard (Kenya), September 13, 2019, https://
www.standardmedia.co.ke/business-news/article/2001341746/okoa-stima-tops-list-of-most-expensive-mobile-lenders. 

38. Nandan Nilekani, “Giving People Control over Their Data Can Transform Development,” World Bank, October 11, 2018, 
https://blogs.worldbank.org/voices/giving-people-control-over-their-data-can-transform-development. 
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riddled with fraud, Indian citizens now have a simple way to access financial services. A program 
similar to Aadhaar could take on different iterations in the developing world and has the potential to 
open up markets to swaths of the rural population.

Moreover, microcredit and financial technology (fintech) offer alternatives to traditional banking. In 
Uganda, for example, less than a third of people have a traditional savings account.39 First Access, a 
software platform developed in New York, provides local Ugandan microlenders with a “highly repeatable 
process” to quickly and cheaply appraise prospective borrowers.40 Another example is M-Pesa, a mobile 
payment system developed by the UK Department for International Development and Vodafone in the 
early 2000s, which gained widespread popularity in Kenya and has now spread throughout sub-Saharan 
Africa and to Albania and India.41 It has over 30 million users worldwide.42 With greater financial access, 
people have a reliable safety net in case of emergencies, can further invest in their small business or start 
a new business, and are able to invest for long-term economic prosperity.

3. Lack of Adequate Health Care
Health care disparities are an additional barrier to overcome in rural areas, since oftentimes the 
geographic distance to an adequate hospital or health care provider is greater than in an urban area. 
Generally, there are fewer health care professionals in rural areas and medical facilities are sparse.43 
Inadequate infrastructure, poverty, and poor nutrition compound the problem of limited access. The 
combination of factors has serious health implications for rural communities: globally, maternal 
mortality rates are about 2.5 times higher for rural women than for their urban counterparts.44 Even 
in the United States, those living in rural areas are at greater risk of death from heart disease, cancer, 
unintentional injury, chronic lower respiratory disease, and stroke.45 

While large hospitals may not be economically viable in rural areas, primary care clinics and mobile 
doctors can be innovative solutions to the rural-urban health care gap. Primary care is the main 
entry point to health services for most people in developing regions.46 By emphasizing preventative 
medicine and building personal relationships with patients, primary care providers can build trust, 

39. Sarah Murray, “How Developing Nations Use Tech to Reach the ‘Underbanked’,” Financial Times, April 23, 2019, https://www.
ft.com/content/0c6ddd3c-4b36-11e9-bde6-79eaea5acb64. 

40. Ibid.

41. Amadou N. R. Sy et al., FinTech in Sub-Saharan African Countries: A Game Changer? No. 19/04 (Washington, DC: Interna-
tional Monetary Fund, February 2019), 13, https://www.imf.org/en/Publications/Departmental-Papers-Policy-Papers/
Issues/2019/02/13/FinTech-in-Sub-Saharan-African-Countries-A-Game-Changer-46376#:~:text=FinTech%20is%20a%20
major%20force,industry%20in%20sub%2DSaharan%20Africa.&text=Today%2C%20FinTech%20is%20emerging%20as,-
such%20as%20agriculture%20and%20infrastructure. 

42. Ibid.

43. Strasser, Kam, and Regalado, “Rural Health Care Access and Policy.”

44. Xenia Scheil-Adlung, “Global Evidence on Inequities in Rural Health Protection: New Data on Rural Deficits in Health Cov-
erage for 174 Countries” (ESS Document No. 47, International Labour Office, 2015), 16, https://www.social-protection.org/
gimi/gess/RessourcePDF.action?ressource.ressourceId=51297. 

45. “About Rural Health,” Centers for Disease Control, August 2, 2017, https://www.cdc.gov/ruralhealth/about.html. 

46. Daniel F. Runde, Romina Bandura, and MacKenzie Hammond, The Future of Global Stability: The World of Work in Developing Coun-
tries, Volume 2 (Washington, DC: Center for Strategic and International Studies, October 2018), 26–27, https://csis-website-
prod.s3.amazonaws.com/s3fs-public/publication/181019_WorldofWork_Vol.2.pdf?dBdE7_zltMGp35ztnMA7QVPFX8Gei7nj. 
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lower costs, and ultimately improve health outcomes for rural communities.47 Better health care 
systems would help people directly, giving them the necessary support required for Covid-19 and other 
medical issues. Health investments would also help people indirectly; when people in rural areas have 
affordable access to quality health care, they are able to show up to work consistently, bringing in 
greater income for their families.

The Covid-19 pandemic has further strained health care systems; people in rural areas must wait days for 
their testing kits to be delivered to labs in major cities, if they can even get tested at all.48 In June 2020, 
Nigerian doctors engaged in a nationwide strike after dozens of health care workers were infected with 
the virus due to a shortage of personal protective equipment.49 False statements by elected officials and 
distrust of medical personnel exacerbate the problem, both in developing and developed countries.50

4. Poor Quality Education
Rural communities in the developing world experience greater challenges in educating their children. 
Teachers are frequently absent from classrooms or lack qualifications, students must often skip 
school to help their families or do paid work, transportation to schools is inadequate, and overall the 
quality of education is low.51 Lack of access to quality education harms rural communities’ economic 
prospects and workforce development. Improving and investing in human capital would create more 
opportunities for those living in rural environments to escape poverty. 

Children in rural communities are more likely to drop out of school and have lower schooling than 
children in urban settings. In all but nine of the 95 developing countries that the World Bank analyzed 
in the 2017 World Development Report, more urban students than rural students had received a sixth 
grade education.52 In Ethiopia, Niger, and the Central African Republic, sixth grade completion rates 
were over 40 percent higher in urban areas relative to rural communities.53 Sixty percent of rural 
Chinese students drop out before high school.54 For those who do graduate, enrollment at a top-ranked 
university is all but impossible; one study found that an applicant from Beijing is 41 more times likely 
to gain admission to Peking University than a comparable student from the rural province of Anhui.55

47. Strasser, Kam, and Regalado, “Rural Health Care Access and Policy.”

48. Ruth Maclean, “Coronavirus Accelerates Across Africa,” New York Times, June 29, 2020, https://www.nytimes.
com/2020/06/16/world/africa/coronavirus-africa.html. 

49. Ibid.

50. Ibid.; “Coronavirus: Five Trump Claims Fact-Checked,” BBC News, March 26, 2020, https://www.bbc.com/news/world-us-can-
ada-51818627. 

51. Harry A. Patrinos, “The Hidden Cost of Corruption: Teacher Absenteeism and Loss in Schools,” World Bank, October 1, 2013, 
https://blogs.worldbank.org/education/hidden-cost-corruption-teacher-absenteeism-and-loss-schools; Noora Jussila, 
“World Bank: Education in Crisis—Over 260 Million Children Did Not Go to School,” Finn Church Aid, October 12, 2017, 
https://www.kirkonulkomaanapu.fi/en/latest-news/news/world-bank-education-crisis-260-million-children-not-go-
school/; “The Education Crisis: Being in School Is Not the Same as Learning,” World Bank, January 22, 2019, https://www.
worldbank.org/en/news/immersive-story/2019/01/22/pass-or-fail-how-can-the-world-do-its-homework. 

52. World Bank, World Development Report 2018: Learning to Realize Education’s Promise.

53. Original analysis by CSIS using data from the World Bank, http://bit.do/WDR2018-Fig_O-6; and ibid.

54. “China’s Education Gap – A Surprising Factor in Rural Poverty,” Project Partner, November 29, 2016, https://projectpartner.
org/poverty/chinas-education-gap-a-surprising-factor-in-rural-poverty/. 

55. Helen Gao, “China’s Education Gap,” New York Times, September 4, 2014, https://www.nytimes.com/2014/09/05/opinion/sun-
day/chinas-education-gap.html. 
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Girls are especially at risk of inadequate schooling. In 1960, almost 50 percent of women and 37 
percent of men had no formal schooling. By 2010, the figures had fallen to 20 percent and 10 percent, 
respectively.56 Child marriage, societal views against education for women, and inability to afford 
school fees are among the factors that allow the gap to persist.57

Furthermore, the Covid-19 pandemic is disrupting many children’s education in rural communities, 
erasing schooling gains made in past years. While e-learning has served as a replacement for in-person 
schooling, many teachers and parents are unable to fully adapt their curriculum to a virtual setting. 
In addition, the digital infrastructure needed for e-learning is not widely available in rural areas in 
developing countries due to poor internet access and inadequate school funding. 

56. Pamela Jakiela and Susannah Hares, Mind the Gap: 5 Facts About the Gender Gap in Education, (Washington, DC: Center for 
Global Development, June 2019), https://www.cgdev.org/blog/mind-gap-5-facts-about-gender-gap-education#:~:text=-
Fact%201%3A%20Worldwide%2C%20women%20are,attainment%20was%20just%203.3%20years. 

57. Sharon Wolf, Dana C. McCoy, and Erin B. Godfrey, “Barriers to School Attendance and Gender Inequality: Empirical Evidence 
from a Sample of Ghanaian Schoolchildren,” Research in Comparative and International Education 11, no. 2 (2016): 178, 
https://journals.sagepub.com/doi/full/10.1177/1745499916632424. 
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Impact Investing as an Innovative Tool to 
Support Rural Economies

Impact investing is one tool that could be better purposed to help address the unique challenges that 
rural economies face. Unlike traditional investments, impact investments aim to generate a positive 
social or environmental outcome, in addition to a financial return.58 These impacts can include 
strengthening infrastructure, improving financial access, and building up human capital in the regions 
that need it most.

Individuals, firms, foundations, and non-profit organizations are among the institutions that engage 
in impact investing. After identifying their strategic objectives, the investor provides funds to a 
beneficiary organization. The recipient then plans, implements, and evaluates a project in line with 
their investors’ goals (Figure 3). By working with a beneficiary and a community, investors hope 
to achieve both a social and financial return. According to the GIIN’s 2020 Annual Impact Investor 
Survey, 99 percent of respondents indicated that their return on investment met or exceeded their 
impact expectations, and 88 percent were satisfied with their financial return.59

Figure 3: How Impact Investing Works

Source: CSIS analysis based on “What You Need to Know About Impact Investing,” Global Impact Investing Network (GIIN).

The Global Impact Investing Network (GIIN) estimates in 2020 that over 1,720 organizations manage 
impact investments, overseeing around $715 billion in assets worldwide—up from $502 billion in 

58. “What You Need to Know About Impact Investing,” Global Impact Investing Network, https://thegiin.org/impact-investing/
need-to-know/#what-is-impact-investing. 

59. Hand et al., Annual Impact Investor Survey 2020, 59.
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2019, a year-over-year increase of 42 percent.60 The impact investment market is now over four times 
greater than annual official development assistance.61 The bulk of assets under management go toward 
the United States, Canada, and Europe (Figure 4).62 While impact investing is already a sizeable global 
market, it continues to rise: 69 percent of impact investors described the market as “growing steadily” in 
2020, with 30 percent of survey respondents believing that it was “in its infancy” or “about to take off.”63

Figure 4: Geographical Distribution of Assets under Management

Source: GIIN 2020 Annual Impact Investor Survey. MENA indicates the Middle East and North Africa, while WNS Europe indicates West-
ern, Northern, and Southern Europe.

Asset allocations in the impact investing space are spread out among diverse sectors. Currently, 20 
percent of assets under management go toward financial services, including microfinance. However, 
this figure also captures assets that are spent on agricultural or energy interventions, for example, 
that happen to run through the financial sector. 16 percent of assets are invested in energy, while 10 
percent are invested in forestry. The food and agriculture, housing, and health care sectors are among 
the other major beneficiaries (Figure 5).64 

Although impact investing is a promising and growing field, it faces obstacles including the need 
for better reporting of results and new metrics, since environmental and social returns are hard 
to evaluate and monitor. Although new metrics have been proposed, such as the social return on 

60. Ibid., 45; Abhilash Mudaliar and Hannah Dithrich, Sizing the Impact Investing Market (New York: Global Impact Investing 
Network, April 2019), https://thegiin.org/research/publication/impinv-market-size.  

61. OECD, “OECD and Donor Countries Working to Focus Development Efforts on Covid-19 Crisis, Building on a Rise in Official 
Aid in 2019,” news release, April 16, 2020, https://www.oecd.org/development/oecd-and-donor-countries-working-to-focus-
development-efforts-on-covid-19-crisis-building-on-a-rise-in-official-aid-in-2019.htm.  

62. Hand et al., Annual Impact Investor Survey 2020, 30, 

63. Ibid., xiv.

64. Ibid., 33. 
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investment (SROI) and a forward-looking estimate—the impact multiple of money (IMM i.e., the 
monetary value of the social and environmental likely benefit from each dollar invested)—the industry 
has to adopt a set of standardized measures to be more transparent and accountable to both their 
funders and beneficiaries.65 Integrating financial, environmental, and social data will be a key challenge 
to resolve going forward.66

Moreover, greater collaboration with official aid donors and traditional philanthropy can help impact 
investors reach their beneficiaries more carefully.67 In the monitoring and evaluation stage, USAID and 
the Rockefeller Foundation have worked to create performance indexes so that impact investors know 
which projects are delivering the greatest social or environmental return.68 As more development 
stakeholders encourage impact investing and share best practices, the field will grow in size and the 
quality of investments will increase.

Figure 5: Sectoral Distribution of Assets under Management

Source: GIIN 2020 Annual Impact Investor Survey. WASH indicates water, sanitation, and health, while ICT indicates information and 
communications technology.

65. Chris Addy et al., “Calculating the Value of Impact Investing,” Harvard Business Review, February 2019, https://hbr.
org/2019/01/calculating-the-value-of-impact-investing. 

66. Impact Frontiers Collaboration, “How Investors Can Integrate Social Impact With Financial Performance to Improve Both,” 
Stanford Social Impact Review, May 15, 2020. https://ssir.org/articles/entry/how_investors_can_integrate_social_impact_with_
financial_performance_to_improve_both. 

67. Daniel F. Runde and Charles Rice, “Leveraging Impact Investment for Global Development?” Center for Strategic and International 
Studies, Commentary, December 19, 2016, https://www.csis.org/analysis/leveraging-impact-investment-global-development. 

68. Ibid.
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Given the size of the existing market and its potential to grow, impact investments can be an 
innovative tool to strengthen rural economies. Digital and physical connectivity, financial access, and 
human capital are three areas where impact investments can provide long-term opportunities, as well 
as alleviate the burden of Covid-19.

1. Increasing Market Access and Connectivity
Lack of access to information, inputs, and storage and transportation infrastructure are barriers to 
economic growth in rural communities. To improve market access and connectivity, impact investors 
should look to physical and electrical infrastructure projects, as well as investments in transportation, 
water, sanitation, and telecommunications. Traditionally, rural villages have received electricity from 
regional grids that are planned and funded from the top down. Today, private enterprises and nonprofit 
groups have taken a novel approach by investing in microgrids, which can operate independently of 
the larger electrical system.69 

For example, Sunfunder, a firm founded in 2012, aims to support these efforts as part of a larger goal 
to mitigate the effects of climate change.70 In 2017, they launched a $47 million Beyond the Grid 
Fund, linking investors with solar microgrid companies in sub-Saharan Africa, India, and the Pacific. 
The project now supplies 4.5 million people with clean electricity and offsets 412,000 tones of CO2 
emissions annually. Given their success with Beyond the Grid, Sunfunder has now launched a new $85 
million fund to build on that progress.71

To improve access to input markets and increase farmers’ productivity, the Canada-based Lundin 
Foundation invested $175,000 in Rent-to-Own Limited Zambia, a company that leases agricultural 
equipment. Unlike other providers of equipment, Rent-to-Own offers more flexible financing models 
for farmers as well as technical guidance. When the rental period ends, farmers have the option to 
keep the equipment. The Lundin Foundation’s investment allowed Rent-to-Own to expand to more 
remote areas in Zambia, providing more ploughs, ox carts, irrigation systems, and carpenter planes to 
smallholder farmers.72 The Rent-to-Own model is appealing since it increases the farmers’ capital and 
technical expertise, which can likely have greater long-term economic benefits.

2. Expanding Financial Access
Without access to well-developed domestic capital markets, many enterprises rely on high-risk, high-
cost informal networks, or they simply operate without credit.73 International impact investors can 
present a safer alternative and decrease risks. Another issue is the lack of aggregation, which means 
that opportunities tend to be small and therefore transaction costs are high. There is also a huge lack 
of working capital and investment in agriculture production, which is seen as much more risky than 
other sectors due to weather and other uncontrollable factors.

69. Miriam Quick, “Worklife 101: Microgrids,” BBC, July 21, 2019, https://www.bbc.com/worklife/article/20190718-microgrids. 

70. “Sunfunder Beyond the Grid Fund: Climate Investing Track,” Global Impact Investing Network, https://thegiin.org/case-
study/sunfunder-beyond-the-grid-fund. 

71. Ibid.

72. “Impact Investment Profile: Rent-to-Own Limited Zambia,” Global Impact Investing Network, https://thegiin.org/research/
profile/rent-to-own-limited-zambia. 

73. Banerjee and Duflo, “The Economic Lives of the Poor,” 154–156. 
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For example, in Bihar, one of the poorest states of India, Heifer International provides goats and 
seeds to families to get their farms up and running.74 Women also form self-help groups, pooling their 
savings and receiving technical support from Heifer’s local teams. Once the families have started 
their business, they give the goats and seeds to other families. The project has now directly supported 
24,000 families in total, with indirect benefits for the rest of the community.75  Building on these 
traditional economic development projects, Heifer International has launched Heifer Impact Capital, 
leveraging more than $9 million to support 37,000 farmers and entrepreneurs around the world during 
the first two years of existence.76 By catalyzing private investments, Heifer Impact Capital’s products—
such as debt, mezzanine, guarantees, and (in some cases) equity—have allowed enterprises to grow 
and connect to global supply chains. Heifer Impact Capital is currently looking to significantly scale 
these efforts; by partnering with other NGOs, DFIs, impact investors, and donors to create a blended 
finance vehicle, they aim to reach many more families in the future.

In another case of improving financial access, U.S.-based Leapfrog Investments provided $13.9 million 
in equity to AllLife, a South African firm that offers affordable life insurance to people living with 
HIV/AIDS and diabetes. AllLife was at an early stage of growth when they received the investment in 
2010. Since then, they have more than doubled their revenue and expanded access to patients who 
previously could not afford life insurance.77

3. Improving Human Capital
A third area where impact investors can make a difference is enhancing human capital by funding 
specific interventions in health and education. Lok Capital, an India-based fund, makes long-term 
equity investments, aiming for inclusive growth. In one investment, Lok provided over $813,000 
to the Drishti-Eye Center, an organization that prevents blindness in rural communities. Given the 
additional funding, the Eye Center built three hospitals and three vision centers, hired new staff, and 
expanded their marketing. The pricing model is targeted at poor communities, and Drishti also engages 
in corporate social responsibility campaigns to provide free services for those who cannot afford their 
rates.78 With better access to vital health care, the beneficiaries of Lok Capital’s investment will lead a 
better life and be able to continue to work, bringing in income for their families.79

In low- and middle-income countries, the World Health Organization estimates that about 10 
percent of medicines are counterfeit.80 Nigeria’s food and drug regulatory body decided to tackle this 
problem in 2010, by partnering with Sproxil, a small firm based in the United States. Sproxil began 
offering a free text-message service, allowing pharmaceutical customers to take a photo of their 
medicine label and identify whether it is genuine or counterfeit. Within two years, more than one in 

74. “Flagship Projects: Bihar Socio-Economic Development Project, India,” Heifer International, https://www.heifer.org/our-
work/flagship-projects/bihar-india.html. 

75. Ibid.

76. “Our Model: Impact Investing,” Heifer International, https://www.heifer.org/our-work/our-model/impact-investing.html.

77. “Impact Investment Profile: AllLife,” Global Impact Investing Network, https://thegiin.org/.esearch/profile/alllife. 

78. “About Us,” Drishti Care, http://drishticare.org/. 

79. “Impact Investment Profile: Disha Medical Services (Drishti-Eye Centre),” Global Impact.Investing Network, https://thegiin.
org/research/profile/disha-medical-services-(drishti-eye-centre). 

80. “Substandard and falsified medical products,” World Health Organization, January 31, 2018, https://www.who.int/news-
room/fact-sheets/detail/substandard-and-falsified-medical-products. 
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every 200 people in Nigeria had used the service. Acumen Fund, a global impact investor, invested 
$1.79 million in equity toward Sproxil, allowing the company to improve its technology and expand 
operations to East Africa and India.81

In education, impact investing has made advances toward e-learning for rural communities. General 
Atlantic, a growth equity firm, and GGV Capital, a venture capital firm, decided in December 2019 to 
invest $150 million in Ruangguru, an Indonesian e-learning company.82 The investment could not have 
come at a better time as students in Indonesia move online to limit exposure to Covid-19.83 Ruangguru 
continues to serve K-12 students, and with the influx of funds, the company hopes to expand across 
Indonesia and into Vietnam.84

These success stories illustrate how impact investing can promote positive social and environmental 
outcomes. Through diligent research, monitoring, and evaluation, investors can promote rural 
development while also realizing a financial return.

How Can Impact Investors Help during the Covid-19 Pandemic?
Impact investors must carefully consider how to respond to the pandemic and the global economic 
downturn. Rural economies require additional investment, given that Covid-19 has further 
exacerbated disparities between urban and rural areas. While impact investors should not invest 
in companies that will likely shut down in the coming months, funds have found creative ways to 
ameliorate the situation. 

First, investors like Ceniarth, LLC, have offered more flexibility to borrowers by restructuring loans, 
deferring interest repayment deadlines, and lowering rates.85 Second, some impact investors have 
extended emergency zero-interest loans to keep social enterprises open and allow them to keep 
paying their workers. Big Society Capital, a UK-based fund, has deployed £100 million along these 
lines to meet borrowers’ needs.86 Third, lenders can reallocate their capital toward the most pressing 
community needs. In May 2020, the Global Impact Investing Network launched a Response, Recovery, 
and Resilience Investment Coalition, coordinating its members’ goals to prioritize financial inclusion, 
food security, and health in the face of the ongoing crisis.87

81. “Impact Investment Profile: Sproxil,” Global Impact Investing Network, https://thegiin.org/research/profile/sproxil. 

82. General Atlantic, “Ruangguru Completes $150M Series C Transaction Led by General Atlantic and GGV Capital,” news 
release, December 26, 2019, https://www.generalatlantic.com/media-article/ruangguru-completes-150m-series-c-transac-
tion-led-by-general-atlantic-and-ggv-capital/. 

83. Noah Yarrow and Riaz Bhardwaj, “Indonesia’s Education Technology During COVID-19 and Beyond,” World Bank, May 19, 
2020, https://blogs.worldbank.org/eastasiapacific/indonesias-education-technology-during-covid-19-and-beyond. 

84. “Ruangguru Completes $150M Series C Transaction,” General Atlantic, December 26, 2019.

85. “We Are Lenders, Not Heroes: Ceniarth’s Three-Part Response to COVID-19,” Ceniarth, April 6, 2020, https://ceniarthllc.com/
we-are-lenders-not-heroes-ceniarths-three-part-response-to-covid-19/. 

86. Rebecca MacDonald, “Resilience and Recovery Loan Fund,” Big Society Capital, https://bigsocietycapital.com/portfolio/resil-
ience-and-recovery-loan-fund/. 

87. Rachel Bass, The Impact Investing Market in the Covid-19 Context: An Overview (New York: Global Impact Investment Network, 
June 2020), 6, https://thegiin.org/assets/The%20Impact%20Investing%20Market%20in%20the%20COVID19%20Con-
text_An%20Overview.pdf.  
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Looking Ahead: How Can Impact Investing 
Strengthen Rural Development?

The current Covid-19 pandemic will likely widen existing urban-rural inequalities and increase 
economic vulnerabilities present in rural communities. United Nations Conference on Trade and 
Development (UNCTAD) projections point to a 40 percent decrease in foreign direct investment 
globally from 2020 to 2021.88 However, after growth in the recent years, impact investing is expected 
to stay relatively steady.89 Impact investors have expressed a commitment to scale up efforts in 
responding to the Covid-19 pandemic and in aiding recovery, and they have financed companies 
directly working in addressing the pandemic.90 Furthermore, most impact investors are expected to 
maintain or boost their impact investments this year due to Covid-19, and most plan to invest in 
areas related to the United Nations’ Sustainable Development Goals (SDGs). Based on the survey, 
63 percent of investors are unlikely or very unlikely to change their investing themes—which are 
aligned with the UN goals—over the next five years, noting that the causes they support are being 
exacerbated by the pandemic.91

The impact investing industry—through organizations such as Root Capital, Heifer Impact Capital, 
TechnoServe, and others—has been at the forefront of developing sustainable solutions to address the needs 
of the most vulnerable groups, including smallholder farmers, indigenous communities, youth, and women 
entrepreneurs. Along with investment capital, business development support services are also required 
with these vulnerable groups. As the industry grows and matures, there are several areas of intervention 
where these investments and BDS services can make a difference for the livelihoods of rural communities:

Target investments in rural connectivity to support farmers’ access to markets. Investments in 
roads, electricity, and internet access are needed in rural areas to connect these economies to markets. 
By using infrastructure to connect inputs, products, and labor to markets, farmers can enhance their 
own productivity, integrate into global value chains, and create work opportunities in other sectors. 

88. “Global Foreign Direct Investment Projected to Plunge 40% in 2020,” UNCTAD, June 16, 2020, https://unctad.org/en/pages/
newsdetails.aspx?OriginalVersionID=2396.  

89. “Covid-19: A New Dawn for Impact Investing in Emerging Economies?” Oxford Business Group, July 15, 2020, https://oxford-
businessgroup.com/news/covid-19-new-dawn-impact-investing-emerging-economies.  

90. Adva Saldinger, “Impact Investing and COVID-19: A Moment for Growth or a Flight from .isk?” Devex, May 18, 2020, https://
www.devex.com/news/impact-investing-and-covid-19-a-moment-for-growth-or-a-flight-from-risk-97235.  

91. Ibid.
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Impact investors can provide financing in the form of equity, loans, and capital—focusing on 
microgrids, renewable energy sources, and services distributing mobile devices in rural communities. 
However, investors often point to the lack of bankable and commercially viable projects as a major 
challenge in investing in developing countries. In order for more quality infrastructure projects for 
rural economies to develop, further concerted efforts need to be put into preparing a sound pipeline 
of bankable projects.92 A related role is for donors, development finance institutions, and impact 
investors to assist developing country governments in preparing project pipelines and to provide 
technical assistance into the early stage of the project development process, thus increasing the 
number of bankable infrastructure deals.93 

Become agricultural stewards, ensuring that smallholders capture a fair share of the value chain. 
When designing interventions in the agriculture value chain, impact investors need to understand 
all the stages and other actors along a specific product value chain to ensure that the farmers receive 
a generous margin when selling their crops. As already mentioned, smallholder farmers lack finance, 
human capital, and strong relationships with buyers and markets; additionally, many of these small 
agricultural producers are not aggregated into formal enterprises or farmer cooperatives. One area 
where impact investors can play a larger role is helping set up and strengthening these “aggregators” 
through technical assistance, loan guarantees, and direct lending.94 Impact investors can identify 
producer organizations that work well with farmers, and they can help the farmer negotiate for a larger 
share of the proceeds from agricultural products. Another area where impact investors can play an 
increasing role is in helping financial intermediaries—such as microfinance institutions, savings and 
loan cooperatives, and commercial banks—reach rural areas through innovative lending models and 
tools that are more adapted to meet the financial needs of smallholders. Finally, impact investors can 
connect partners for community-based work by forming and supporting local coalitions. 

Use blended finance and technical assistance to strengthen rural MSMEs. Micro, small, and medium-
sized social enterprises (MSMEs) face different financing challenges at different stages. At early 
stages where risk is high and expected returns are low, they may benefit most from government or 
international partner grants. During the growth stage, they can benefit most from impact investors. 
Later on, when risk is low and expected returns are highest, they may even attract commercial lenders. 
Impact investors should place their work in the context of other sources of finance.95 Furthermore, 
impact investors who are willing to accept concessional returns can help de-risk investments and 
catalyze more commercial types of investors. Impact investors can help their recipients by supplying 

92. Dan Runde, Helen Moser, and Erin Nealer, Barriers to Bankable Infrastructure: Incentivizing Private Investment to Fill the Global 
Infrastructure Gap (Washington, DC: Center for Strategic and International Studies, March 2016), 2, https://www.csis.org/
analysis/barriers-bankable-infrastructure;  Procuring Infrastructure Public-Private Partnerships Report 2018: Assessing Govern-
ment Capability to Prepare, Procure, and Manage PPPs (Washington, DC: International Bank for Reconstruction and Develop-
ment and the World Bank, 2018), 14, http://pubdocs.worldbank.org/en/256451522692645967/pdf/PIP3-2018.pdf. 

93. “Global Procurement Initiative,” U.S. Trade and Development Agency, https://ustda.gov/ustda-special-initiative/global-pro-
curement-initiative/. 

94. Erin Snow, “From the Field: Heifer’s Work with Cooperatives Around the World,” Heifer International, October 16, 2012, 
https://www.heifer.org/blog/from-the-field-cooperatives.html; Root Capital, Financing Farm Renovation: How to Build Resil-
ience Using a Blend of Capital: Executive Summary (Cambridge, MA: Root Capital, 2016), 3, https://rootcapital.org/wp-content/
uploads/2018/01/Root-Capital-CFRI-Learning-Report-Executive-Summary.pdf. 

95. Dan Runde, Erol Yayboke, and Sundar R. Ramanujam, The New Missing Middle in Development Finance (Washington, DC: Cen-
ter for Strategic and International Studies, November 2019), CSIS Briefs, https://www.csis.org/analysis/new-missing-mid-
dle-development-finance. 
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capital, but they can also draw on their expertise working with other social enterprises. Investors 
should offer smallholders advice on how best to grow their business, as well as connect them to a 
network of experts and practitioners in their field.

Develop metrics to identify the social enterprises that could best benefit from impact investments. 
Too often, impact investors provide capital and issue loans to socially oriented firms that they have 
a personal connection with. To maximize social and environmental impact and financial return, 
however, they should subject their investment proposals to more rigorous quantitative analysis. 
Investors should have to demonstrate both enterprise impact (i.e., that the social enterprise is 
providing a unique service, rather than just displacing other firms that could provide as much benefit 
to the community) and additionality (i.e., that their capital will help the recipient surpass some 
obstacle rather than simply displacing other investors).96 At the same time, impact investors need to 
agree upon a robust system of monitoring and evaluation, choosing metrics before the project begins 
and assessing an investment on those terms, so that social impact can be accurately measured and 
reported. They should also be transparent about outcomes, sharing them with audiences beyond their 
investors so that other development partners can learn from successes as well as missteps.97 

Advocate for government policies to incentivize impact investing. Impact investors should work with 
policymakers to ensure a favorable environment for making socially oriented investments. The Small 
Enterprise Assistance Funds (SEAF), for example, has supported Section 501(c)3 tax exemptions from 
the U.S. Internal Revenue Service (IRS), allowing it and other qualified impact investment managers to 
accept grants and donor assisted funds as long as SEAF maintains its focus on developing underserved 
markets.98 Funds can benefit from investing in markets where these incentives already exist, and they 
should push for similar incentives in other countries.
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97. Sara Olsen, Aislinn Betancourt, and Courtney Kemp, The Pulse of Impact Management (San Francisco: SVT Group and the Cen-
ter for Social Impact Learning, 2016), https://static.ptbl.co/static/attachments/161025/1507145496.pdf?1507145496. 

98. Bert van der Vaart and Agnes Dasewicz, “Banks and Investors Aren’t Helping Small Businesses Enough, Funds Like There 
Could Fill the Gap,” Fortune, July 2, 2020, https://fortune.com/2020/07/02/coronavirus-small-business-rebuilding-invest-
ment-funds/. 
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Conclusion

Rural economies have the potential to create meaningful economic opportunities in the future and 
attract youth to careers and entrepreneurial opportunities in the agricultural value chain. Higher 
urbanization rates and growing populations will mean that more people will need to be fed, and 
as the middle class grows globally, populations will demand higher-protein diets as well as more 
diverse products. Additionally, a growing consumer class with changing tastes and the invention of 
new technologies can be deployed to make food production more efficient and diverse. Furthermore, 
services associated with food production—such as storage, food safety, marketing, packaging, and 
advertising—are components of the food value chain that might be more attractive to youth in terms 
of available economic opportunities.

That said, rural development needs to go beyond the notion of improving agricultural productivity; it 
must promote agricultural transformation that modernizes and commercializes agriculture, encourages 
investments in human capital in rural areas, and bolsters private enterprise and investment. 99 
Developing and enabling institutions and farmers as entrepreneurs are important steps in addressing 
some of the inefficiencies of the agriculture industry, with the ultimate goal of allowing farmers 
to make a living income from their businesses. Beyond increasing productivity, rural development 
must focus on enabling smallholder farmers to lead a transformation in their communities by 
earning a living income and thriving, not just surviving. The access that smallholder farmers have 
to entrepreneurial opportunities is one component of a country’s ability to become an agricultural 
exporter. Cooperative extension services, for instance, are one way of providing farmers with the 
support they need. Farmers need reliable institutions that are willing to fund extension services, as 
well as the accompanying technology required to widely disseminate the service programs. Donors 
must support their host-country governments in obtaining these capabilities and then enforce their 
use in improving critical sectors such as rural development and agribusiness.

The Covid-19 pandemic has disrupted global food supply chains, testing their resiliency and 
highlighting the existing inequalities between rural and urban areas. Economic recovery efforts post-
Covid-19 should call for greater attention and investment in rural areas to prevent future shocks. 
Impact investments can fill the financing gap while addressing pervasive problems like connectivity 
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and access to finance, creating a more sustainable economic model for rural economies going forward. 
Impact investing can also catalyze other sources of finance investments and push governments to 
make the kinds of investments and reforms that can be transformational for rural economies. Impact 
investors can become active partners of governments, donors, the private sector, and traditional 
philanthropy to support rural development. Not only can established partnerships help farmers and 
agribusinesses prosper, but they can instill industry knowledge and know-how that will last beyond 
the duration of the partnership. 
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