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Abstract

Large-scale agricultural land acquisitions have been covered substantially in recent
literature. Despite the wealth of theoretical and empirical studies on this subject, there is no
study that has reviewed existing literature in light of concerns over sustainable and equitable
management. This study fills the gap by analyzing and synthesizing available literature to put
some structure on existing knowledge. The paper has a threefold contribution to the literature.
First, it takes stock of what we know so far about the determinants of land grab. Second, it
presents a picture of sustainable and equitable development of the foreign land acquisitions.
Third, policy syndromes are examined and policy implications discussed. Based on the
accounts, the issues are not about whether agricultural investments are needed, but on how
they can be sustainably and equitably managed to make positive contributions to food security

and domestic development.
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1. Introduction

Long-run lease and/or purchase of agricultural land in developing countries by private
or public foreign investors has been subject to much research focus during the past decade
(UN, 2010; Arezki et al., 2011; Olanya, 2012; Cuervo-Cazurra, 2006; Cotula et al., 2009;
Cotula, 2013; Osabuohien, 2014). Countries on target for the most part are those with water
and arable resources in Latin America, South & Central Asia and Africa. Australia, Ukraine
and Russia are also offering foreign investors large tracts of farmland. These foreign
investors include: on the one hand, a private sector in Europe consisting of investment banks
and hedge funds; and on the other hand, public and private investors from Asia (UN, 2010).
While foreign-owned plantations have existed in many parts of the world since the colonial
era, the recent rush (after a sharp decline in the 1980s) is a new investment strategy that is

strongly motivated by energy, food and water security.

Many reasons have also been documented for the interest of analyzing large-scale land
deals as an important development concern. Consistent with Arezki et al. (2011), one of such
concerns is the debate over the structure of agricultural production. According to the
narrative, economists have emphasized the relevance of a smallholder poverty reduction
structure because majority of the poor are still based in local areas (World Bank 2007; Lipton
2009). In essence, the rapid poverty mitigation in Asian countries has been accompanied by
an exceptionally substantial poverty elasticity of prosperity in agriculture of small scale
(Loayza & Raddatz 2010; De Janvry & Sadoulet, 2010). On the other hand, despite the
soaring inflation (Asongu, 2013a, 2014a; Nguena, 2013ab; Tsafack & Nguena, 2014ab) with
the limited success by smallholders in sub-Saharan Africa to improve productivity (Collier,
2008) and seemingly export competitiveness of large farms in Eastern Europe and/or Latin

America during the 2007/2008 world food crisis, many questions have been raised about



whether agriculture of large scale can be the blueprint to poverty alleviation and development

(Arezki et al., 2011).

Irrespective of the scenario considered above, it remains an economic fact that the
polemics and politics surrounding land grab are raising interesting concerns about whether
there is enough transparency and competition in foreign land acquisition (FLA). In other
words, there are issues on whether, contrary to having their land taken without their consent;
land owners are transferring their land to foreign investors at fair prices. These lines of
thought are consistent with development literature suggesting that institutional quality is a
necessary condition for resource management (Boyce & Ndikumana, 1998, 2001; Fosu,
2013ab; Asongu, 2012). Essentially, resource booms in developing countries are associated
with substantial rent-seeking and corruption (Garoupa & Jellal, 2007; Jellal & Bouzahzah,
2013; Asongu, 2014b) which do not lead to equitable and sustainable management of

resources.

Inclusive and sustainable developments have substantially been the focus of a recent
stream of development studies in general (Ingwe et al., 2010; Nyarko, 2013; Anyanwu, 2013;
Anyanwu & Augustine, 2013) and FLA works in particular (Olanya, 2012; Hathie &
Yiyugsah, 2013). Accordingly, issues of equity and sustainability are intrinsically linked to
the securities in food, energy and water that are driving this new investment strategy across
the globe. The more preoccupying fact is that the current streams of land lease and purchase
arrangements consist mainly of shifting water and land uses to long-distance farming from
essentially local farming, for food and energy needs. Consistent with the UN (2010), the
soaring scale of this phenomenon, combined with growing environmental and economic
issues motivating the growth have created a new dynamic of global importance. According to
the narrative, in addition to crops, water and land are also being commodified and

commercialized in the global market of land and water. The same account holds that the



proposed investments for the most part often have little or nothing in common with the
country’s domestic agricultural development plans. The risk of these developments is that

water users, food needs and land owners are displaced.

In light of the above, there have been growing concerns about the sustainable and
equitable development of these FLAs (Ingwe et al., 2010). While the former is motivated by
increasing deforestation, green house emissions and climate change, the latter draws from
how such land acquisition practices affect income distribution in the short- and long-terms
(Liu, 2013; Wouterse et al., 2011). These concerns are relatively more acute in Africa
(Robertson & Pinstrup-Andersen, 2010; German et al., 2011; AGRODEP, 2013). Large-scale
agricultural land acquisitions in African countries have been covered substantially in recent
literature. Despite the wealth of theoretical and empirical studies on this subject, as far as we
have reviewed there is no study that has analyzed existing literature in light of concerns over
sustainable management. This position is consistent with Starr (2013) who has recently
established that the literature on ‘land grabbing’ remains considerably biased and does not
fully appreciate the full diversity of land investments. This present study fills this gap by
reviewing existing literature to put some structure on the equitable and sustainable
development trends of the phenomenon.

This chapter has a threefold contribution to existing literature. First, it takes stock of
what we know so far about the determinants of land grab. Second, it presents a picture of
sustainable and equitable development of FLAs. Third, policy syndromes are examined and
policy implications discussed. The rest of the study is organized as follows. Section 2 reviews
the relevant literature on the determinants of FLA. Section 3 discusses equity and
sustainability in land grab. Policy syndromes and implications are discussed in Section 4.

Section 5 concludes.



2. Determinants of FDI and/or FLA

Understanding the determinants of foreign direct investment (FDI) and/or foreign land
acquisition (FLA) is necessary for a critical analysis of equity and sustainability of land grab
in developing countries (Tsafack & Nguena, 2014c). This is essentially because, the Zambian
experience has shown that the African continent is in dire need for other forms of investments
after the failed FDI-intended privatization policies (Rolfe & Woodward, 2004). Consistent
with Akpan (2014), the determinants of FDI vary with a plethora of factors, inter alia;
measurement of variables, estimation techniques, data span and contexts of studies (Asiedu,
2002; Moosa, 2002; Moosa & Cardak, 2006; Asiedu, 2006; Sekkat & Veganzones-
Varoudakis, 2007; Ranjan & Agrawal, 2011; Buchanan et al., 2012; Hajzler, 2014). To the
best of our knowledge, determinants of FDI/FLA in developing countries can be classified in
six main strands: quality of business climate (return, infrastructure, institutions, trade
openness...etc), weak land governance, tenure security of current users, resource-seeking,
global economic shocks and regional factors. While the first strand of determinants is focused

on FDI, the last-five are more specific to the FLA feature of FDI.

In the first strand on business climate, using 1400 firms in 19 sub-Saharan Africa
countries, Amendolagine et al. (2013) have assessed the drivers of backward relationships of
FDI and established that substantial local nexuses are linked with time, market factors and
local partners. Factors of return on capital and infrastructure have been documented by
Asiedu (2002) in the same sub-region. The role of trade openness, market size and
infrastructure availability (Buthe & Milner, 2008; Kinda, 2010; Vijayakumar et al., 2010;
Bartels et al, 2009; Darley, 2012; Jadhav, 2012; Anyanwu, 2012; Akpan et al., 2014; Bartels
et al., 2014), labor costs and incentive packages (Tuomi, 2011; Vijayakumar et al., 2010;
Bartels et al., 2014) have also been confirmed. At the institutional level, the absence of

corruption (Wei, 2000; De Maria, 2010), democracy (Asiedu & Lien, 2011), low political risk



(Busse & Hefeker, 2007), general quality of domestic institutions (Gastanaga et al., 1998;
Asongu, 2012; Neumayer & Spess, 2005 ; Kinda, 2010; Tuomi, 2011; Cleeve, 2012;
Abdioglu et al., 2013; Hayakawa et al., 2013; Bartels et al., 2014) and, regulatory quality &

government effectiveness (Jadhav & Katti, 2012).

Contrary to mainstream literature on foreign investment, Areski et al. (2011) have not
confirmed the quality of business climate as a motivation for FLA. Hence in the second
strand on weak land governance, we find a plethora of studies that have documented weak
quality of institutions to either have a positive or insignificant effect on FLA. Kolstad & Wiig
(2011) have investigated the drivers of Chinese FDI in Africa and established that weak
governance is the primary factor motivating their investments. Asongu & Aminkeng (2013) in
debunking myths surrounding China-Africa relations have established that Western
companies are also making a lot of business in Africa with governments of questionable
institutional and democratic standards. This position has been later confirmed by Akpan et al.
(2014) who have found corruption not to significantly deter FDI in the BRICS and MINT

countries®.

The third strand concerns tenure security issues that have also been documented to
determine the location of FLA decisions. The thesis has been confirmed by the UN (2010) as
well as by Arezki et al. (2011) in terms of land rights security. Land tenure system has a
substantial effect on food security and sustainable development in Africa (Economic
Commission for Africa, 2004). Borrowing from Okoth-Ogendo (2008), Ingwe et al. (2010)
has identified one of the problems of FLA as: taken away the land of peasants which are
possessed on communal tenure systems that starkly contrast with official land titles related to

‘indigenous colonialist” controlled neoliberal capitalist systems, who have used various forms

! BRICS stands for ‘Brazil, Russia, India, China & South Africa’ while MINT represents ‘Mexico, Indonesia,
Nigeria & Turkey).



of manipulation in the past to alienate Africans from their land. A position that is broadly
consistent with Wouterse et al. (2011). German et al. (2011) interestingly document this
tenure issue from the perspective of customary rights. The authors use policy interviews and
documents from varying discussions and sectors with affected communities and customary
leaders, to provide an in-depth comparative analysis of institutional and legal frameworks as
well as actual practices linked with the FLA in Mozambique, Ghana, Zambia & Tanzania.
They conclude that despite their wide recognition, customary rights are not very well
protected in FLA negotiations. Thaler (2013) has postulated that these acquisitions target
nations with poor land tenure security that are always characterized by corrupt, authoritarian
or weak governments. Liu (2013) concludes that in countries where governance is weak and
local land rights are not clearly spelt-out, FLA raises a number of important risks for the local

population.

In the fourth strand, resource-seeking ambitions have been established as the main
motives for FLA/FDI (UN, 2010; Kolstad & Wiig, 2011; Jadhav, 2012; Jadhav & Katti, 2012;
Rogmans & Ebbers, 2013; Aleksynska & Havrylchyk, 2013; Lay & Nolte, 2014). Asongu &
Aminkeng (2013) have debunked the Kolstad & Wiig (2011) position on resource-thirty
China by stating that most FDI decisions in the African continent are motivated by resource
interest, be it from Chinese or Western investors. While Jadhav (2012) has concluded that the
availability of natural resources has a negative incidence on FDI especially if highly endowed
countries limit potential resource-seeking FDI with protectionist policies (Rogmans & Ebbers,
2013), mainstream literature has consistently established resource grabbing as the principal
motivation for FLA acquisition (UN, 2010; Arezki et al., 2013). As a direct extension of
Arezki et al. (2013), Lay & Nolte (2014) have confirmed the resource-seeking strategy as the

main determinant of investments that are land-based. Consistent with the UN (2010), some of



the reasons advanced are depleting fresh water reserves (in the case of Saudi Arabia), need of

biofuels (reference to US farm corporations) and soaring global food crises.

The fifth strand consists of a stream of studies that has documented global shocks like
financial and food crises as the main drivers of foreign land purchases for the purpose of
agriculture (Wouterse et al., 2011). Consistent with the UN (2010), the most apparent driver
of these purchases was the food crisis of 2008. According to the narrative, countries that
substantially depend on the importation of food were disappointed by the exporting nations’
decisions to impose restrictions on critical food crops. With up-to 25 nations imposing export
restrictions or bands in that year (including Argentina, India, Russia & Vietnam), private
sectors and financial investors saw other opportunities in investment and speculation (Clapp,
2013; Fairbairn, 2013; Isakson, 2013). It is in this light that many investment banks set up
agricultural funds of investment (including, Black Rock and Goldman Sachs in the USA,
Knight Frank in the UK and Deutsche Bank in Germany). In summary, the burgeoning
growth of emerging countries, increasing appeals in biofuels as a substitute to fossil fuels and
recent variations in food prices have sped-up the scale and pace of FLA in poorer countries

(German et al., 2011)

In the sixth strand, regional factors have also been projected to determine FLA
decisions. Asiedu (2002) prior to the 2007/2008 financial/food crisis concluded Africa was
different when it came to FDI by postulating that the sub-Saharan Africa (SSA) had an
important ‘adverse effect” as she received less FDI by virtue of her geographical location.
From an exclusively African perspective, Anyanwu (2012) does not confirm Asiedu’s
position. According to the author, Southern and Eastern African sub-regions are positively
disposed for more inward FDI. Many authors are today presenting a thesis that SSA is the
principal targeted for FLA because of low usage of water supplies (barely 2% according to the

UN, 2010). There are well established North-South relations when it comes to FDI



(Aleksynska & Havrylchyk, 2013). While existing local partners (Amendolagine et al., 2013)
are already a very determining factor owing to strong colonial ties, China’s strategy on non-
interference and partnership (complementarity and soft power) is paying-off because it

completely cuts adrift policies of former colonial powers (Yin & Vaschetto, 2011).

3. Equitable and Sustainable Development of Foreign Land Acquisitions (FLAS)

To the best of our knowledge, mainstream literature is consistent with the thesis that
ensuring sustainable and equitable development in FLA will require amongst others tackling
issues of: food security, water insecurity and, environmental & social protection. These issues
are most relevant when two questions are integrated into the problem statement. How much
land is at stake and for which period of time (UN, 2010). According to the narrative, a
guantitative inventory in many African countries (notably, Ghana, Ethiopia, Mali,
Madagascar & Sudan) gathered by the International Institute for Environment and
Development (IIED), the International Fund for Agriculture and Development (IFAD) and the
Food and Agricultural Organization (FAO) suggest that between 2004 and 2009, a total of 2,
492, 684 hectares of land had been approved and acquired. In comparative terms, this area
represents about 50% of the arable land in the UK and thrice the size of that in Norway.
Notable cases include: a 150, 000 hectares in Ethiopia for a livestock project and 452, 500
hectares in Madagascar for biofuel. On a more general note, FLA has for the most part
involved hectares in excess of 10, 000 and periods of lease between 50-99 years. Over the
past two years, sovereign wealth funds and States have joined the main actors: agribusinesses,

hedge funds, commodity traders and investment banks?.

2 Some deals are up to 1,000, 000 hectares. The ‘King Abdullah initiative for Saudi agricultural investment
abroad’ is a scheme by Saudi Arabia that provides credit facilities to Saudis investing in agriculture abroad.
Accordingly, 60% of funding for the investment by ‘Hail Agricultural Development Corporation (HADCO)’
in Sudan has been provided by the Saudi government. In the same vein, in collaboration with United Arab

10



3.1 Food security or sovereignty

It is now an economic fact that international agricultural trade in commodities is key to
the livelihoods of a substantial number of famers in the world as well as most food security
strategies of countries. However, current trade policies are undermining livelihoods because
they are contributing to food insecurity. Food sovereignty (FS) came-up as part of a
mobilization effort to resist the World Trade Organization’s (WTO) Agreement on
Agriculture and its imposition to domestic agricultural policy of multilateral disciplines

(Burnett & Murphy, 2013).

Consistent with Bizikova et al. (2013), there are certain elements that are essential in
understanding the concept of food security: food availability (affected by production,
distribution & exchange); food accessibility (entailing preference, affordability & allocation);
food utilization (safety, social & nutritional values) and; the stability of food over time.
Burnett & Murphy (2013) have argued that trade is crucial in sustaining the livelihoods of
small-scale producers who are already very active in the FS movement. Still, according to
their narrative, trade which is strategically important is not explored in discourses on FS.
Consistent with Starr (2013), in spite of the growing interest in FLA, the literature has
remained biased in a plethora of ways and has failed to appreciate the full diversity of
investment in land registered over the last decade. The paper has identified and analyzed three
dark spots in comparative land grab literature, notably: the non-incorporation of investment
that are not productive like speculation; contrary to capital flows, the misguided orientation
towards investor nationality and; the tendency not to account for how ‘terms of land deal’ are

shaped by domestic actors. The paper contributes to the literature by mapping the complex

Emirates (UAE), Abraaj Capital (a private equity) has acquired farmland of about 800, 000 hectare in Pakistan.
Tax incentives are provided for FLA and land is sometimes exchanged for investment in infrastructural projects.

11



interactions among investors and a plethora of domestic actors, amongst others: civil society

organizations and government.

For organizational purposes, the literature on this strand can be substantially discussed
in four main strands: financialisation of food (Clapp, 2013; Fairbairn, 2013; Isakson, 2013),
food shortages (Mbunda, 2013; Fernandez et al., 2013; Berstein, 2013), a synthesis (Olanya,

2012; Van der Ploeg, 2013) and contrasts (UN, 2010).

The first strand entails a thorny issue of financialization because agricultural land is
now a form of portfolio investment in capital markets (Fairbairn, 2013). According to the
narrative, a substantial number of new investments involve both land ownership and
agricultural production. In essence, farmland is in tune with financial discourses because it
emphasizes some kind of exposure to ‘value investing’ and long-run trends. With land
currently as a financial asset, speculative profits, hedging inflation and capital gains are core

to investment in farmlands.

Clapp (2013) has provided a new perspective on how strengthened financialisation of
the world food system has influence politics. The author’s contribution puts forward two
interrelated arguments. First, due to financialisation a novel type of distancing has surfaced
which has: increased the number of actors involved and abstracted food into a very complex
agricultural commodity derivative from its physical form. Second, the gap has blurred the
nexus between the outcome of food systems and financial actors in manners that renders the

opposing of financialization very challenging from a political perspective.

Isakson (2013) has also documented the growing trend of finance in food supply and
established four main insights. According to the author, financialisation of agriculture and
food has: (1) blurred the separation between food provisioning and finance; (2) reinforced the
stance of food retailers (who are subject to capital finance) as the principal agro-food system

actors; (3) increased the workload and exploitation of food workers while driving-down
12



wages and; (4) made the livelihoods of small-scale farmers uncertain owing to growing

agricultural market volatility.

In the second strand on food shortages, Berstein (2013) identifies and assesses some
main elements that guide food sovereignty, notably: an attack on industrialized agriculture of
the corporate sector as well as its consequences in the advent of globalization; advocacy and
the peasant manner as the foundation of a socially just and sustainable food system and; an
agenda to realize the goals. The author is skeptical about whether small producers practicing

agro-ecological farming can feed the growing number of non-farmers in the world.

The position of Berstein is not broadly sustained by Mbunda (2013) who documents
that the Tanzanian state and development partners like the World Bank are of the opinion that
food shortages in the country (despite its relatively high potential for production) is the result
of unsustainable peasant production. Hence there have been calls for de-peasantization to the
benefit of commercial large scale farming as a panacea to the crisis. But the paper argues that
de-peasantization should not be practiced in a country that is agrarian for the most part
because the achievement of self-sufficiency in food is supposed to begin with the peasants.
The paper recommends principles of food sovereignty in which the State plays a

developmental role.

The third strand presents a synthesis of the first-two strands. In light of above debates,
Van der Ploeg (2013) provides some synthesis by first stating that the concept of food
sovereignty is a multidimensional and complex one to understand: both theoretically and
empirically. The author, while identifying factors that could undermine its capacity, provides
explanations as to why agriculture by peasants is robust and sustainable. By illustrating that
there is seemingly no great difference between peasant agriculture and current food empires,
the narrative provides a two-directional nexus between the former and capital which helps to
solidify the food sovereignty concept. Olanya (2012) has also postulated that this large-scale

13



development in FLA in Africa is not a novel phenomenon and portrays the resurfacing of old

practices in agribusiness which are conducted either via long-run leases or purchases.

In the fourth strand, we highlight some contrasting statistics. According to the UN
(2010), a great chunk of FLA is meant for growing crops for energy and food security
ambitions for the investing country and not so for domestic markets. This particular element
in the acquisitions has very dire social, political and economic implications for countries in
which food is already insecure. According to the narrative, many of the countries leasing out a
substantial portion of their land are also those with the highest rate of undernourishment in the
world. These include, inter alia: Ethiopia (46%), Tanzania (35%), Sudan (21%), Mozambique

(38%), Madagascar (37%), Kenya (32%) and the Democratic Republic of Congo (76%).

3.2 Water and energy security
In accordance with Bizikova et al. (2013), the elements of water security consists of:

water safety; water access and water affordability to enable everybody lead a productive,
healthy and clean life while protecting and enhancing the natural environment. Borrowing
from the same authors, the elements of energy security entail: physical availability of the
supplies, supply sufficiency to meet the demand at a particular price and continuity of
supplies in energy, in relation to demand.

It is for the some of the above reasons that Saudi Arabia has decided to stop its food
security program by 2016 because it is already almost depleting its water reserves (UN,
2010). In a broader perspective, the UN narrative sustains that a crucial interest in the current
tendencies in FLA are factors of water and energy. Hence, water rights today are critical
features in securing long-term investments in farming. While the UN (2010) narrative on
these concerns have already been discussed above, it is important to highlight that security in
the domestic level is becoming a source of serious conflicts in many regions. This thesis is

validated by Olanya (2012) who has confirmed that in addition to the expansion of biofuel,

14



the quest for FLA is motivated by the demand for more access to water. The underpinning
logic is that because of climate change most industrialists believe acquiring farmland in
proximity to a water reservoir is a guarantee for future agricultural productivity.

To the best of our knowledge, the most interesting account of the nexus between ‘land
grabbing’ and water is provided by Woodhouse (2012). The author’s study is motivated by
the neglected role of access to water in FLA studies. The paper identifies the issues that
emerge on implicit and explicit requirements in water for irrigation in projects of agriculture
related to foreign investment transactions. The scope of the study is FLA in SSA where
agricultural productivity is subjected to increasing rainfall constraints in savanna ecosystems
that make-up about two-thirds of the region. An argument presented in the study is that, even
in instances where the acquisition of land does not precise irrigation, location choice and/or
type of crop show it is invariably an implicit constraint of the projects. It is argued that small
scale producers in the neighborhood could benefit from private investment in water
infrastructure, hence mitigating the risk that is inherent in a substantial portion of agriculture
in Africa. Nonetheless, foreign investment could deplete other existing water uses which have
led to the inclusion of provisions for water access priority in some land deals when there is
scarcity. Based on empirical studies that are used to identify the channels, large FLA affects
the availability of water for smaller-scale land users. Woodhouse (2012) have concluded that,
although the incidence of resources on water could entail one of the principal effects of land
deals, this is most likely to be opaque by the absence of transparency in the requirements of
water for agricultural projects as well as the invisibility of existing agricultural water

management at the local level to government planning agencies.

15



3.3 Environmental protection

Another critical issue in the sustainability of FLA is environmental protection, which
we discuss in two strands: in the first strand we briefly highlight some selected literature
(Broad & Cavanagh, 2013; UN, 2010; German et al., 2011) before laying particular emphasis

on the issue of desertification in the second strand (Ingwe et al., 2010).

In the first strand, environmental concerns are growing in opposition to farming
industrialization with preference for peasant-led local agriculture (Broad & Cavanagh, 2013).
This stance is supported by German et al. (2011) who sustain that in a large stream of recent
publications related to environmental and social impacts, FLA has led to increasing issues
from civil society on the subject of ‘global land grabs’. In many of the countries hosting FLA,
laws on herbicides, protection of biodiversity and water protection around farms are lacking.
This creates substantial risks for other users of water, management of soil and the long-run
sustainability of projects (UN, 2010). Local fisheries are not exempted from the plethora of

risks discussed.

In the second strand, an interesting literature on desertification has been covered by
Ingwe et al. (2010, pp. 44-45). The narrative accounts that Africa has is a disproportionately
substantial portion of dry land, with approximately 42% of the total area made-up of
prolonged high evapo-transpiration and low precipitation. Almost all North African countries
consist of dry sub-humid, semi-arid, arid and hyper-arid environments, which cannot support
agriculture in the natural states. Some of the features extend to Western and Southern Africa
that are characterized with substantial classes of dry land. Land degradation in the continent is
also causing several other issues, especially its threatening nature to the livelihoods of
residents in rural areas. It affects the catchment of rivers, forests and reduces ecosystems. A
burgeoning population accompanied with increasing deforestation is also substantially
increasing desertification (Asongu & Jingwa, 2012; Asongu, 2014c). Ingwe et al. (2010) also

16



establish that the concern of land degradation has been accelerated by climate change and
other drought effects. This has led to a decrease in food production since the 1980s and the
rural population has ignored the principles of sustainable management of scarce land

resources.

3.4 Socio-economic protection
Despite the urgent need for other sources of investment in Africa (Asongu, 2013b),

FLASs in the continent have led to substantial socio-economic consequences (Thaler, 2013;
Wouterse et al., 2011; Dessy et al., 2012; Starr, 2013; Lay & Nolte, 2014; Burnett & Murphy,
2013; German et al., 2011; Liu, 2013; UN, 2010; Wouterse et al., 2011; Ingwe et al., 2010;
Olanya, 2012). In the first strand, we discuss studies that are steadfast on the perilous role of
FLA on poverty, labour conditions and social unrests. The second strand is focused on studies
with a more balanced narrative.

According to Thaler (2013) in the first strand, corporations and foreign governments
that purchase and lease large portions of arable land (especially in Africa) have led to riots,
conflicts and protests from Madagascar to Mali. FLA besides displacing pastoralists and
smallholder farmers has given way to the industrialization of farming for biofuel and export
of crops to wealthier nations. This tendency deprives food production in local markets,
especially in nations that are already experiencing substantial levels of food insecurity. The
ultimate consequence is that pastoralists and peasant farmers are forced to the wage economy,
in which they have little or no control over their subsistence and food sources that become
subject to the dictates of global corporations.

Olanya (2012) finds that the expansion of investment in biofuel in the African
continent has been accompanied with some support from the poor governments due to some
perceived benefits in terms of support to poor farmers and sustainable energy development,

reduction of greenhouse gas emissions and development of rural economies. However, the
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political economy of biofuels in development increases inequality for the poor because the
crops and biofuel produced are destined primarily for foreign consumption: animal, energy
and food purposes.

According to Wouterse et al. (2011), there is need for a proper institutional and legal
environment so that contractual modalities in Africa can be tailored in a manner to balance the
imperative to protect access by poor farmers to land and the need for investment security. The
displacements of local farmers worsen already desperate socio-economic situations (Ingwe et
al., 2010). As an extension, Liu (2013) has summarized the findings of case studies from the
FAO on the impacts of FLA on host countries and communities to conclude that the
disadvantages of such acquisitions often far outweigh the few benefits.

Specifically on labor rights, the UN (2010) has concluded that poor countries have few
alternatives for safety and health standards at workplaces as many employers do not apply
them in the sector of agriculture. Consequently, serious concerns emerge: for instance, human
health concerns could arise in the handling of agricultural chemicals. This account is in line
with the position of Ingwe et al. (2010) who have highlighted some of the problems
associated with FLA, inter alia: employers are exploiting local workers with low wages and

soaring food prices. These increasing food prices lead to social unrests for the most part.

The second strand consists of a stream of studies that present a more balanced
narrative of the socio-economic effects of FLA. Lay & Nolte (2014) have concluded that
while they cannot invalidate the issues in the first strand, especially when employment
creation and technology spillovers are not very likely to materialize, land-based investments
in agriculture remain a very crucial topic for policy makers if well executed and monitored to
lead to appealing spillovers. It is in this vein that Starr (2013) has called for a more nuanced
analysis in processes of bargaining that underpin every land project/deal, so that potential

policy measures attract investment without putting in jeopardy the lands and livelihoods of the
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vulnerable population. Along the same lines, Burnett & Murphy (2013) have argued that trade
is crucial for sustaining the livelihoods of small-scale producers who are already very active
in the FLA movement. Still, according to their narrative, trade which is strategically important

is not explored in discourses of FLA.

In assessing whether FLA represents a threat or an opportunity in Africa, Dessy et al.
(2012) established that governments for the most part invest the proceeds of the deals to
subsidize farming inputs that are used by local farmers, hence stimulating the creation of jobs
in the local sector producing the inputs. The new job opportunities improve the pay of local
workers to ‘wage employment’ from a ‘shifting status’, therefore reducing farmland pressure.
The model developed by Dessy et al. (2012) shows that welfare benefits to the local
population critically depend on two sufficient and necessary conditions: (i) the host nation has
land abundance, and (ii) the government should have a sufficiently high capacity to negotiate
the projects/deals and be accountable to the local population in the negotiation of the said

projects/deals.

The supporting role of domestic governments also merit some mention. German et al.
(2011) have reviewed interviews and policy documents with government officials from
various discussions with affected communities and customary leaders to provide a
comparative analysis of institutional and legal frameworks as well as real practices linked to
FLA in Mozambique, Ghana, Zambia & Tanzania. They have concluded that in many cases, it
is not a phenomenon of global ‘land grab’ that is greased by the private sector, but also a
supply-driven process that involves an active role from domestic governments, often

motivated by a strong faith in the mission of FLA in economic development.

The theoretical underpinnings above have also been substantiated by Thaler (2013)

who has used FLA data from Land Matrix on conflict in Africa and found no significant
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correlation between FLA and social conflicts. However, it is important to note that the

reliability of the dataset is not so accurate.
3.5 Unbalanced geopolitical power

Before engaging policy syndromes and implications, is it also relevant to briefly
discuss the dimension on unbalanced geopolitical power which is another effect of FLA,
though not substantially engaged in the literature. As far as we have reviewed, Ingwe et al.
(2010) provides one of the most detailed accounts. According to the report, FLA projects in
African countries are another means of increasing the geopolitical leverage of Western
nations. The narrative holds that the continent has been belabored and beleaguered by legacies
of devastating neocolonialism, unequal trade with Europeans, colonial rule and slavery, not
forgetting structural adjustment programs that have brought untold miseries to the people,

especially in SSA.

The study report presents a dialectical analysis of how this challenge is threatening
sustainable development in the continent. It postulates that SSA’s current shortcomings in
maintaining its environmental, social and economic systems have been unfavorable for any
equitable negotiations in FLA. According to the authors, Africa has been coerced into
centuries of unequal nexuses with other regions operating in far developed capitalist systems
that use a multitude of instruments (economic, political organizational, military...etc) to
alienate and subdue the continent, especially in decision makings and determination of
operating terms in globalizations. The points above make negotiations to be skewed towards
Western interests, especially when it comes to issues about African land. In essence, the claim
that Africa has much land for agriculture that is used to rationalize the scramble for land
resources in the continent is unfounded and untrue. It is even morally repugnant because the
continent is home to some of the most disadvantaged and poor communities that depend on
the land for subsistence.
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4. Policy Syndromes and Implications

According to Fosu (2013a), the term ‘policy syndrome’ is used to describe situations
that are not favorable to growth, inter alia: ‘suboptimal inter temporal resource allocations’,
‘state controls’, ‘state breakdown’ and ‘administered redistribution’. The author postulates
that the syndromes have been responsible for the unappealing post-independence growth of
the African continent. In the context of this chapter, ‘policy syndromes’ refer to situations
and/circumstances that do not foster the equitable and sustainable development of FLA. The
identified policy syndromes are the concerns discussed in Section 3 above. In light of the
underlying syndromes, we discuss this section in six main strands: peasant rights, water &
energy issues, food security, environmental & labor laws, transparency and, development &

employment opportunities.

In the first strand on peasant rights, Wouterse et al. (2011) have recommended the
respect for land rights, including common and customary rights. Hence, those who are
expropriated from their land should be rehabilitated and compensated to an equivalent
livelihood. The UN (2010) in the same vein has recommended the provision of tools to all
stakeholders. Such tools will critically help investors, local communities and development
states in properly implementing the principles into domestic law and investment contracts.
Such tools include, inter alia: best practice guides for land management and water efficiency,
financing options and guides and, models of contracts in the investment domain. The authors
of the report recommend that the asymmetry in law and rights between developed and African
countries should be addressed. The basis of their recommendation is that developing countries
for the most part provide greater protections to foreign investors and greater rights in treaties
and contracts over incomplete or weak legal basis on environmental, economic and social
concerns. Hence, like in the conclusion of agricultural contracts, foreign investors are favored

in cases of voids.
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The second narrative on water and energy security is broadly consistent with the first.
FLA provides host countries with some minimum international standards. Hence, by
accepting to lease contracts, host countries for the most part provide the water and energy
means with which the companies involved in the FLA operate. Domestic laws or the
investment contract should clearly articulate a periodic review of water rights and allocation
for foreign investors and hence, what they investors are entitled to under international law.
This procedure provides the investor with secured rights in event of a potential conflict with
local communities in their needs for small industries and subsistence agriculture, small-scale
farming and portable water. The element of prohibition without compensation found in
international treaties should be fully incorporated. Whereas most treaties do not prohibit
expropriation, they nonetheless require compensations to be executed when such does not
take place. The periodicities of the FLA contracts (often between 50 to 99 years) raise
important concerns for potential water and energy conflicts. Massive exploitation of water
could lead to a fall in the water table of the local area when the issues become more acute.
The UN (2010) report provides an excellent analysis of adoptable options in various

scenarios.

The third strand discusses the policy syndrome of food insecurity. Wouterse et al.
(2011) in this regard have provided a code of conduct. They have recommended sticking to
national trade policies, especially when national food insecurity becomes an important
concern (in the case of extreme drought for example), priorities should be given to domestic
supplies. According to the authors, the right to export should not be given foreign investors in
situations of extreme domestic food crisis. While such a policy is usually in breach of
international laws on investment, such clauses should be included during the establishment of
contracts and claims for compensation subject to this exceptions should also properly be

negotiated to strike a delicate balance between investor motivation to keep producing in time
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of crisis and domestic consumption needs. Hence, a common agenda and recognition of

shared needs are critical for food security.

As an extension of this strand, it is important to discuss technical and legal capacities
that may be necessary (UN, 2010). Hence, receiving and investing countries should be more
conscious of the legal ramifications and the potential incidence on the local population when
it comes to access to water, food and land, as well as the consequences that could erupt during
periods of national crisis or when national laws are changed. Accordingly, it is essential for
host governments to factor expectations of potential land and water availability and value
them into long-term purchases or leases negotiations. Technical support and short-term
capacity is also critical in such projects. It is also essential to incorporate longer-run capacity
building. Impact investigations should also be conducted on the costs, risks and benefits of
land acquisition. While it is common for private investors to perform sustainability and
feasibility studies for future land deals, receiving countries do not generally follow suit in
carrying out the necessary examinations for potential domestic costs, risks and benefits. Such
processes should incorporate inter alia: the provisions needed to safeguard legitimate
objectives of public policy, there is a considerable flexibility to handling periods of domestic
crisis and emergencies and, the imposition of performance requirements does not have a

blanket prohibition.

The fourth policy syndrome on environmental and labour laws requires measures for
environmental sustainability and initiatives that prevent the exploitation of local workers.
Wouterse et al. (2011) have recommended that careful impact monitoring and examinations
are needed to ensure sustainable and sound practices in agricultural production that prevent
the depletion of soils, critical biodiversity loss, soaring emissions of greenhouse gases as well
as considerable diversion of water from other environmental and human uses. Domestic

governments should be aware of the fact that any changes to labor and environmental laws
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could lead to claims of contract breaches and compensation claims from foreign investors
(UN, 2010). It is also important to note that today there is great unpredictability in the domain
of international law, with two opposing views in the law case. One view sustains that a new
law that is enacted for legitimate public needs could be construed as an indirect expropriation
if there is a substantial economic effect on the FLA, while the other view is opposite.
Domestic governments have been increasingly integrating the provisions that emphasize new
measures on safety, environmental protection and public health; such initiatives are
considered as indirect expropriation under international investment agreements. However,
such agreements especially those in Asia and Africa where most land deals are occurring do
not contain such changes. For the simple reason that it is unknown if such concerns are being
addressed in international investment contracts, domestic governments have to consider all

options seriously during the FLA.

The fifth policy syndrome is the absence of transparency in most FLA contracts. For
transparency in negotiations to be established, owners of land at the local level must be
involved in and informed of such land negotiations. Under such a scenario, informed, ‘free
and prior consent’ are standards to be critically upheld. Substantial efforts are needed to
uphold the rights of marginalized ethnic and indigenous groups. The information should also
be made public to ease dissemination to civil society (and/or media) could a play a crucial
role (Wouterse et al., 2011). In the same vein, the UN (2010) suggests that in order to improve
participation and transparency, most stakeholders (especially local communities) should not
be excluded from receiving information on agreed or potential deals or from participating in
them. Achieving human rights to food, water, development, clean environments and work
would substantially be contingent on people part-taking in the decisions that affect public
policy. In this regard, full participation depends on transparency and the access of information

in the process.
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The sixth strand on employment and development opportunities is an extension of the
fifth. In this regard, in order to improve the development and equity effects of such land
contracts, requirements constraining the contribution of investors locally in economic terms
should be included. Such clauses are known as ‘performance requirements’ in investment law.
These include, amongst others: buying a certain proportion of local inputs, contributing an
agreed part of local production to markets or local communities, awarding working contracts
to the designated threshold of local labor and minimum degree of farming contract that

provide training and technology transfer to the local community.

5. Conclusions
Large-scale agricultural land acquisitions have been covered substantially in recent

literature. Despite the wealth of theoretical and empirical studies on this subject, there is no
study that has reviewed existing literature in light of concerns over sustainable and equitable
management. This study fills the gap by analyzing and synthesizing available literature to put
some structure on existing knowledge. The paper has a threefold contribution to the literature.
First, it takes stock of what we know so far about the determinants of land grab. Second, it
presents a picture of sustainable and equitable development of the foreign land acquisitions.
Third, policy syndromes are examined and policy implications discussed. Based on the
accounts, the issues are not about whether agricultural investments are needed, but on how
they can be sustainably and equitably managed to make positive contributions to food security

and domestic development.
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