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Foreword

Gilles Carbonnier, Editor-in-Chief

The crisis that hit the financial, energy, and food sectors with booming prices
in the mid-2000s gave rise to a new wave of transnational, large-scale land
acquisitions (LSLAs) in developing countries. Energy and food price hikes
accompanied by export restrictions on rice and other staples raised food secu-
rity concerns worldwide, and in particular among net food importing coun-
tries. Both foreign and domestic investors from the private and public sectors
have since sought to acquire ownership rights and long-term leases over large
portions of land in low-income countries.

This spurred renewed research interest in agrarian change and ‘land grab-
bing), as reflected in a series of special issues dealing with the topic in major
development and agrarian studies journals. On the policy side, social mobili-
sation against large-scale land acquisitions encouraged intergovernmental
organisations and governments to elaborate regulatory frameworks and volun-
tary guidelines meant to protect the interests of local communities and other
stakeholders affected by the new land rush.

Notwithstanding a rapidly growing body of knowledge on LsLAs, there
remain various gaps, for example between specific insights from case stud-
ies performed at the community level and studies that look at land acquisi-
tion dynamics at the macro level. There remains much scope to better grasp
how land deal plans are effectively implemented on the ground and how they
impact the livelihood of community members over the mid to long run, includ-
ing in terms of human rights.

In 2014, the editorial board of International Development Policy invited
three guest editors for a special issue on the LsLA phenomenon. We asked
Christophe Gironde (Senior Lecturer, the Graduate Institute, Geneva),
Christophe Golay (Coordinator of the Project on Economic, Social and
Cultural Rights, Geneva Academy of International Humanitarian Law and
Human Rights) and Peter Messerli (Director of the Centre for Development
and Environment, University of Bern) to fill specific gaps in our understanding
of LsLAs. I wish to commend the guest editors for bringing major innovative
features to this Special Issue, which—in the context of a rapidly growing litera-
ture on LSLAs—stands out in four respects.

First, the Issue brings a broad range of disciplines to bear in a coherent
framework, thus providing a rich interdisciplinary perspective on LSLAs that
includes history, sociology, economics, geography, and law, alongside significant
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X FOREWORD

expertise in the fields of agrarian and development studies. Second, this Issue
strikes a delicate balance between theoretical, critical reflections and detailed
analysis of actual practice and field reality, looking not only at global actors,
but also at the role of political and economic elites at the national and local
levels. Third, the Issue offers the first major collection of articles on LsLAs with
a focus on South-East Asia, a region that has attracted relatively little atten-
tion thus far. It looks at actual processes and practices of land acquisitions and
agrarian change in Cambodia and Laos in particular. Fourth, this Special Issue
stands out by analysing the impact of land acquisition and agrarian change
from a human rights perspective: several contributions examine LSLA dynam-
ics through human rights instruments and frameworks.

A series of chapters draw on a collaborative, North-South research proj-
ect funded by the Swiss Network for International Studies (SNi1s).! This
project—entitled ‘Large Scale Land Acquisitions in Southeast Asia: Rural
Transformations between Global Agendas and Peoples’ Right to Food'—was
carried out between 2012 and 2014 under the leadership of the guest editors.
For other papers, we invited authors unrelated to the research project to offer
additional historical and global perspectives, and provide the views of public
and private investors, as well as of multilateral organisations. The draft papers
were first examined and debated during an international workshop held in
Geneva in September 2014. This was followed by intense exchanges between
the authors and the editors as well as external experts who participated in
the workshop. The volume was then submitted to an anonymous peer review
process. I wish to thank in particular Ben White and an anonymous reviewer
who provided insightful remarks, constructive critique, and numerous sugges-
tions for improvements on the whole Issue.

The volume is organised in three parts. Part 1 sets the scene by providing
a historical perspective on contemporary LSLAs, situating this phenomenon
within global agro-food dynamics and land policies. Part 2 discusses a rich col-
lection of case studies from South-East Asia. Part 3 examines critical questions
on the influence and relevance of human rights instruments. I hope that our
readers will enjoy this collection of papers that shed novel light on a phenom-
enon that lies at the intersection between development and agrarian policies,
involving complex social, economic, political and environmental dynamics
that affect people’s livelihoods, food security, and social dynamics in many
parts of the developing world.

1 See ‘Large-Scale Land Acquisitions in Southeast Asia: Rural Transformations between Global
Agendas and Peoples’ Right to Food project, SN1s website: http://www.snis.ch/project_large-
scale-land-acquisitions-southeast-asia-rural-transformations-between-global-agendas
(accessed on 4 June 2015).
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Preface

International Development Policy is a critical source of analysis focusing on
development policy and international cooperation. The target audience
includes scholars, policy-makers, development professionals, and others inter-
ested in international development.

International Development Policy is edited by the Graduate Institute of
International and Development Studies, an institution of research and higher
education dedicated to advancing world affairs.

http://graduateinstitute.ch/publications
http://devpol.org | http://debate.devpol.org

We extend our thanks to the Swiss Agency for Development and Cooperation
(spc) for financial support.

0 Schweizerische Eidgenossenschaft
Confédération suisse
Confederazione Svizzera

Confederaziun svizra
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CHAPTER 1

Large-Scale Land Acquisitions: A Historical
Perspective

Laurence Roudart and Marcel Mazoyer

Abstract

Large-scale land acquisitions have been a recurrent historical phenomenon since
ancient times. This article analyses four of these historical processes: the latifundia of
ancient Rome, enclosures in Britain, latifundia in the Spanish and Portuguese colonies
of the Americas, and Soviet collectivisation. The article then compares these historical
occurrences with the current wave of acquisitions in order to better understand the
latter and to shed light on certain important debates in the areas of public policy and
research that have once again come to the fore. Both the historical and current experi-
ences share a set of economic and social characteristics: a small number of beneficia-
ries and a large number of dispossessed, exploitation of all or part of the land and the
labour of those dispossessed of their land—some of them being excluded in certain
cases—resistance, armed violence, laws favouring acquisitions, the decisive role of
governments, and legitimising discourse. At the same time, the current wave of acqui-
sitions has some specific characteristics of its own: its global scale, the context of pub-
lic policy liberalisation, the facilitating role played by governments and international
organisations, and the risk of wholesale exclusion. All of these features run counter to
the main economic and social objectives of sustained development, namely, to reduce
poverty, generate jobs and livelihoods for the greatest possible number, promote
growth, ensure food security for all, and narrow income disparities.

1 Introduction

Following the surge in agricultural prices in 2007-2008, the increasingly fre-
quent acquisitions of land rights, whether through purchase, lease, conces-
sion, or de facto occupation, has raised many questions. Can such a trend
lead to the global expansion of wage-based, capitalist agriculture, and to what
extent will this form of agriculture replace family holdings in developing coun-
tries, or indeed in developed countries? What are the potential economic,
environmental, social, cultural, and political consequences of such upheavals?
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4 ROUDART AND MAZOYER

What might the effects be on production, employment, poverty, and food
security?

Far from being a new movement or one unique to the capitalist system,
the large-scale acquisition of vast areas for the benefit of their new owners,
and to the detriment of previous rights holders and users who have been dis-
possessed of some or all of their rights, is in fact a recurrent event in history.
Tombstone inscriptions and papyrus writings indicate that there were already
large public estates under the Old Kingdom of Egypt during the third millen-
nium BC, where several villages were often obliged to provide unpaid labour to
the state. Some of these estates were granted to the clergy or to officials of the
royal court. Royal estates possibly existed even before the unification of Egypt
and the establishment of the First Pharaonic Dynasty (Moreno Garcia, 2008).

The first aim of this article is to analyse four historical instances of large-
scale land dispossession in order to single out their shared economic and
social features. We have selected the following cases: the latifundia of the
Roman Republic and Empire, as an experience of ancient colonisation that
existed well before the development of capitalism; the enclosures in Britain,
as an endogenous dynamic linked to the dissolution of the feudal regime and
the emergence of capitalism; the large Spanish and Portuguese colonial estates
in the Americas as a product of colonisation by external powers, which itself
was linked to the expansion of mercantile capitalism; and collectivisation in
the Union of Soviet Socialist Republics (USSR), as an endogenous dynamic
linked to the wish to establish a sort of state capitalism within a managed
economy. Our approach is fundamentally inductive in nature. It is aimed at
bringing to the fore the traits common to historical experiences that each fall
within a given economic and social dynamic. Nevertheless, this approach is
also inspired by existing analytical frameworks, in particular concepts per-
taining to agrarian political economy and the issues that this raises: who
were the original possessors and users of land? What other social categories
were concerned? What social relations existed between these various cat-
egories? Through what processes did these acquisitions and dispossessions
of land take place? Were they sanctioned by legal and judicial mechanisms?
Were they legitimised by a particular type of discourse? What social catego-
ries were involved in the newly-established production structures? What rela-
tions existed between them? What was being produced? Under what working
conditions? How was the wealth thus created then distributed? For what
purpose was it used? What were the consequences of these developments
for the former users of the land? Did they become richer or poorer (Fairbairn
et al., 2014; White et al., 2012; White and Dasgupta, 2010)?
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A HISTORICAL PERSPECTIVE 5

The second aim of this article is to analyse the current trend of acquisitions
and dispossessions in the light of the common features identified from past
experiences, so as to determine the extent to which the current trend is similar
to or different from past instances of large-scale land acquisitions and thus
shed light on a number of public policy and research issues that are currently
being examined: what agricultural production structures are best suited to
encouraging sustained human development—Ilarge-scale, wage-labour farm
holdings or family-owned operations? What are the prospects for a politi-
cal project based on an alternative conception of agricultural and general
development?

Sections 2 to 6 of this chapter are each devoted to one of the four histori-
cal instances of land acquisition mentioned earlier, with Section 5 reviewing
several others. Section 7 will present their common features. Section 8 analyses
the current trend of large-scale acquisitions and dispossessions of land in the
light of these common features while also pointing out their specific charac-
teristics. Section g summarises the main findings of our analysis and correlates
these with a number of important ongoing public policy and research debates.

2 The latifundia of the Roman Republic and Empire

In the fifth century BC, Rome was only a small republic whose peasant soldiers
could barely hold out against attacks from neighbouring cities. By the end of
the third century, a thoroughly battle-hardened Rome had already conquered
the entire Italian peninsula, Sicily, Sardinia, Corsica and the southern part of
Hispania. In the process, it had expropriated a large part of these territories,
generally the best land, declaring it to be ager publicus—that is to say, agricul-
tural land belonging to the Roman people. The Romans also confiscated mines,
salt works, and the treasures of the conquered peoples, enslaving hundreds of
thousands of prisoners of war.

Governed by its Senate, the Roman State rented out the greater part of this
ager publicus in the form of large estates to rich individuals, most of whom
were already landowners, senators or knights. As the state had fallen heavily
into debt to support its wars and always needed further money to continue
waging them, it sold whole sections of ager publicus at reduced rates or ceded
full ownership by way of repayments. Roman property rights were individual,
exclusive and fairly unrestricted. Large agricultural estates called latifundia
were thus created, most often through the seizure of conquered land, which
was leased out or sold as property (Nicolet, 1967). There came into existence a
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6 ROUDART AND MAZOYER

highly influential landed oligarchy, which put constant pressure on the state to
make new conquests for the sake of increasing its wealth further.

Over the following centuries, thanks to military conquest, the ager publi-
cus and latifundia greatly increased in area. Under the Empire, rich citizens
started to occupy plots of ager publicus that had not been allocated by the
state, initially upon payment of a modest amount of tax, and then without
paying any tax at all as, over time, they came to regard themselves as owners
of these plots. Large estate holders used other methods, legal or otherwise, to
extend their holdings, by purchasing or usurping land belonging to peasants
who had died in battle, who had been ruined, or who had given up farming,
and by appropriating unregistered land and common pasture.

A single individual could control dozens, hundreds, or even thousands of
hectares of land, perhaps divided into multiple different holdings of a few
dozen or a few hundred hectares, which might be spread across different
regions. Most owners of latifundia estates did not live on them, except occa-
sionally for leisure purposes, and delegated the task of supervision to stew-
ards. The necessary labour was generally provided by slaves or, failing that, by
poorly-paid free peasants or by colonists, who were a category of tenant farm-
ers allocated a plot of land in exchange for a share of their harvest, possibly
reaching as much as two-thirds (Garnsey, 1988; Jones, 1974).

Over the course of various conquests, the extent of these colonial latifundia
increased. As they were using very cheap land and labour, their grain, wine,
and olive oil were shipped for sale at low prices in Rome and certain provincial
cities, or to the military (CNRS, 1995). They gained market share at the expense
of small and medium-sized holdings, which could not survive the competition.
In the area around Rome, latifundia specialised in horticulture or extensive
livestock breeding, the products of which faced less competition from imports
(Aymard and Auboyer, 1995; Roux, 1910).

As a consequence, the Italian countryside became depopulated. A large
number of peasants were at war or had been killed; many others, impover-
ished by the competition they faced, abandoned the land and became plebs
in Rome. By the second century BC, the recruitment of legionnaires from
among the ranks of peasant landowners had declined significantly. The army
was becoming professional, and Italy’s food dependency on the provinces was
becoming chronic (White, 1970).

In the first century Bc, several well-known Latin writers were sharply criti-
cal of the latifundia. In De Re Rustica, Varro admonished the absentee own-
ers of large estates living idly in Rome and voiced concern regarding Italy’s
food dependency. In the Georgics, Virgil (1982) lyrically sang the praises of
mixed-crop and livestock farming as practised by the owners of small farms,
an increasingly rare breed. In the first century AD, in his Natural History (book
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xvI11), Pliny the Elder felt that ‘large estates have been the ruin of Italy, and are
slowly proving to be the ruin of the provinces too), and reminded the reader
that, [i]n old times it was thought that to observe moderation in the size of a
farm was of primary importance, for the maxim was: sow less, plough better’
(Pliny the Elder, 1848).

Yet at the start of the second century BC, an agrarian law had been passed
with the aim of addressing this problem, by limiting the amount of ager publi-
cus that could be leased to 125 hectares (500 jugera) per individual, capping
the number of animals grazing there (100 head of large livestock, 500 head of
small livestock), and placing an obligation on the tenants of large estates to
employ a given proportion of free men rather than just slaves, all of which was
enforceable by fines. However, this law was only very rarely applied and, in 133
BC, Tiberius Sempronius Gracchus, a Tribune of the Plebs, had a new agrar-
ian law passed, which sought to return some urban plebs to the land, increase
army recruitment, and restore the grandeur of Rome. This law was concerned
exclusively with the ager publicus, rather than land held as property, which
was not subject to any limitation. It confirmed the state’s repossession of ager
publicus above the maximum 125 hectares per person, permitting the owner-
ship of an additional 62.5 hectares per male child, up to a limit of two children.
In exchange, the holders of ager publicus obtained the land that remained to
them as their full property. The land taken back by the state was supposed to
be redistributed to poor citizens in 7.5 hectare lots, which was perceived as
a truly revolutionary step. The law provoked strong opposition from senators
and other owners of significant quantities of land, such that it sparked a civil
war against the plebs who supported the law, and resulted in the assassina-
tion of Gracchus. Some years later, his brother Gaius picked up the baton of
reform, and this set off a fresh wave of terror and massacres. Yet, despite this
ferocious opposition, the law, as the expression of the people’s will, was partly
applied, albeit with numerous amendments. In particular, there was a growing
tendency for plots of land to be allocated only in the provinces, and only to war
veterans. The allocation of land to poor citizens would be resumed only under
the consulship of Julius Caesar (Earl, 1963; Stockton, 1979).

These land allocations were however insufficient to stem the rural exodus
and the swelling of Rome’s plebeian population. By the early second century
AD, the population of the city had reached about 1 million. As the food offered
by the rich became less and less adequate to feed the poor, a whole series of
wheat distribution laws, providing for the distribution of free or inexpensive
grain to Roman citizens, were adopted (Duncan-Jones, 1974).

However, as the Empire slowly sank into a military and economic impasse
because of the expansion of its frontiers, the growing strength of its external
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8 ROUDART AND MAZOYER

enemies, and the increasing number of domestic uprisings (by slaves and
plebs), the Roman State no longer had the means to plunder new territories,
with all their riches and their fresh manpower, by which it supported itself
and its slave-based economy. Agricultural production collapsed on the Italian
peninsula, despite numerous attempts by the state to remedy the situation
(Finley, 1976).

During the highly-troubled times at the end of the Roman Empire, an
increasing number of large landowners took refuge in their country villas. They
organised by themselves the defence of their estates against attacks from dis-
banded legions, barbarians, and looters. They also arranged for their land to be
farmed by a new kind of colonists, or serfs: these were former slaves, peasants,
city dwellers or deserting soldiers, to whom the property owners allocated a
plot of land in exchange for a share of the harvest and a significant amount of
unpaid labour on the land they set aside for themselves (Bloch, 1947). This was
the starting point for the gradual emergence of a new political, economic, and
social order, which would take centuries to establish itself in the West, namely,
feudalism.

3 Enclosures in Britain

As a result of the agricultural, food and health crisis of the fourteenth cen-
tury, which culminated in the Black Death (1347-1350), Europe had lost around
half its population. Land was once again plentiful but labour was in short
supply (Mazoyer and Roudart, 2006). In early fifteenth century England, the
feudal system found itself in difficulty. After two centuries of social conflict,
the unpaid tasks that the serfs had to carry out on manorial land had become
less arduous, and had been partly replaced by paid work, whose price was on
the rise. Manorial estates had become difficult to manage. At the same time, a
class of enriched serfs had come into being. They farmed more land on their
own account, owned more livestock than others, and had control over the use
of common pasture and forests. They even fulfilled certain judicial roles and
helped maintain law and order. Given this situation, in the first half of the
fifteenth century, almost all the landlords opted to lease their estates to
these richer peasants, rather than to continue managing them by themselves
(Byres, 2009).

The archetypal large structure of agricultural production that thus emerged
would become the point of reference for the founding fathers of classical
political economy (including Smith, Ricardo, Malthus, and Marx), in which the
landlord rents out his land in exchange for payment of a land rent; the tenant
farmer uses this land with the aim of turning a profit and pays this land rent;
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while agricultural labourers sell their labour to the tenant farmer in exchange
for a wage.

Nevertheless, many peasant families who had been freed from serfdom con-
tinued to farm the plot of land to which they had been attached. Small and
medium-sized farm holdings thus developed on the ruins of the feudal system,
run by independent freeholders called yeomen, who cultivated their land on a
more or less individual basis. They made use of common grazing rights on the
fields after they had been harvested, and had access to common forests and
pastures.

However, in the sixteenth century, the landlords formed alliances with their
tenant farmers and began forcibly to take possession of common land as well
as that being farmed by independent peasants. They demarcated the new
boundaries of their estates, closing them off by means of hedges or low stone
walls, hence the term enclosure given to this process of appropriation/dispos-
session. These appropriations grew in scale under the Protestant Reformation,
when the royal authorities confiscated part of the estates of the Catholic
Church, which until that time had been the largest landowner in the country,
and granted this land to their clients, either free of charge or against payment.
Many peasants were then driven out, and individual houses or even whole vil-
lages were razed to the ground. Many other peasants lost all or part of their
access to common or individual land, and were therefore deprived of a large
part of their livelihoods. A whole series of peasant revolts prompted the royal
authorities to promulgate laws restricting these abusive practices. In the end,
however, these laws had only a limited effect (Land, 1977).

Many of these newly-enlarged units specialised in raising sheep in response
to the strong demand for wool from the rapidly-developing cloth manufactur-
ing industries in Flanders and England. Sir Thomas More described the situa-
tion as follows: ‘sheep, which are naturally mild, and easily kept in order may
be said now to devour men and unpeople, not only villages, but towns, [...]
there the nobility and gentry, and even those holy men [...] stop the course
of agriculture, destroying houses and towns, reserving only the churches, and
enclose grounds that they may lodge their sheep in them. [...] for when an
insatiable wretch [...] resolves to enclose many thousand acres of ground,
the owners, as well as tenants, are turned out of their possessions [...] are all
forced to change their seats, not knowing whither to go; [...] what is left for
them to do but either to steal, and so to be hanged (God knows how justly!),
or to go about and beg and if they do this they are put in prison as idle vag-
abonds, while they would willingly work but can find none that will hire
them; [...] One shepherd can look after a flock, which will stock an extent of
ground that would require many hands if it were to be ploughed and reaped’
(More, 1978).
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10 ROUDART AND MAZOYER

The policy of enclosure was pursued until the eighteenth and nineteenth
centuries, and was furthered by a succession of Acts of Parliament, which
sought to promote the first agricultural revolution of modern times by replacing
fallow land with feed crops so as to increase livestock production, improve
soil fertility, and boost crop production (Mazoyer and Roudart, 2006). These
laws abolished common grazing rights, provided for common land to be
shared and obliged owners to enclose their consolidated areas of land (Mingay,
2014; Slater, 1907). Though the application of the laws did not lead to dispos-
session everywhere (Hunt and Leuilliot, 1956), it undermined the economic
position of those smallholders who lacked the means to enclose their land
and lost their communal rights, to the extent that the worst off amongst them
finally had to sell their land. As a result, whereas peasant land had still made
up almost a third of agricultural land in England at the end of the seventeenth
century, it accounted for only a fifth of it by the end of the nineteenth century
(Beckett, 1999).

The enclosures caused many peasant holdings to disappear in favour of a
small number of farming businesses employing only the minimum number of
workers required to satisfy industrial and urban demand. This contributed to
release many more unemployed onto the labour market than the number of
jobs available in industry and in the cities. Therefore, enclosures were largely
responsible for the development of a poor unemployed underclass in England,
and more widely in Great Britain and the United Kingdom, which led the
authorities to put in place a series of Poor Laws from 1536 to 1930 (Polanyi,
1971). According to E. Hobsbawm (1977, 188), ‘the Poor Law of 1834 was designed
to make life so intolerable for the rural paupers as to force them to migrate to
any jobs that offered. [...] From 1850 land-flight became general.

In Book One of Das Kapital, Karl Marx was already speaking about ‘land
grabbing’ in relation to enclosures (Marx, 1965). He interpreted them as the
founding event of the capitalist regime, prompting the formation of a class
of individuals who owned the means of production, in this case land that
had largely been stolen, and a class of footloose workers who had to sell their
labour in order to survive, even if it meant working under the most unfavour-
able conditions.

Hoping for better times, many of the poor and unemployed emigrated to
the settlements of North America, Australasia, and southern Africa, where vast
territories were being seized by force from the native inhabitants. Enjoying
access to vast lands that were usually cheaper than in the United Kingdom,
and, from the nineteenth century onwards, being well-equipped with indus-
trial machinery, these colonial farmers became more competitive than their
European counterparts, to the extent that British industrialists, concerned to
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lower their costs of production as much as possible, concluded that it would
be more beneficial for them if Britain imported agricultural produce at low
prices (American wheat to feed the workers, Australian and New Zealand wool
to supply the textile mills), rather than producing it locally. After much heated
debate, they secured the repeal in 1846 of the protectionist grain legislation
known as the Corn Laws (Schonhardt-Bailey, 2006), which led to the ruin of
many British farmers. By an ironic twist of history, the landlords and tenant
farmers had to concede defeat to those who were mostly descendants of the
peasants that their ancestors had driven off their land at the time of the enclo-
sures (Mazoyer and Roudart, 2006).

4 Haciendas and Fazendas: Spanish and Portuguese Colonies in the
Americas

In January 1492, the armies of the Catholic Monarchs of Spain completed the
reconquest of the Iberian Peninsula from the Muslims. A few months later,
Christopher Columbus landed in the Bahamas, opening up the New World to
the Spanish Crown.

The Spaniards who set out to conquer the Americas from this time onwards
were mostly penniless nobles who had borrowed the necessary capital
from merchants and bankers to fund their arms, travel to, and settlement in
America, as well as the costs of the servants with which they surrounded them-
selves. There were also royal officials, soldiers, and clerics. In debt and greedy
for profit, they began by pillaging the treasures of the defeated indigenous
societies. Then, they set about exploiting the gold and silver mines. From the
outset of the conquest, the royal authorities confiscated the conquered ter-
ritories and distributed them as encomiendas—immense feudal fiefdoms—to
expedition leaders, soldiers, royal officials and clerics, as well as compliant
dignitaries from among the indigenous peoples. For example, Hernan Cortés,
who defeated the Aztec Empire, received around four million hectares (Piel,
2013). These allocations usually applied for one or two generations. The
encomenderos were responsible for exploiting the wealth of these fiefdoms
while protecting, civilising, and evangelising the resident native populations.
Taking advantage of what was in practice their absolute power, the encomen-
deros kept a large share of the best land for themselves, forcing the indigenous
inhabitants onto marginal land. The encomenderos subjected them to large-
scale unpaid labour on their own estates, to forced labour in the mines, to
deductions from their harvests in order to supply the towns and the mines,
and to all sorts of ill-treatment or even massacres in response to any revolt.

Christophe Gironde, Christophe Golay and Peter Messerli - 978-90-04-30475-8
Downloaded from Brill.com02/15/2019 04:18:52PM
via Bibliotheque de Geneve, Bibliotheque de I'Universite de Geneve, IHEID Graduate Institute Geneva and Universite de Geneve



12 ROUDART AND MAZOYER

The consequences were disastrous. On the territory of the former Inca Empire,
the indigenous population, which had been around 10 million in 1530, fell
to 2.5 million in 1560 and to 1.4 million by 1590, a level at which it remained
unchanged until the early nineteenth century (Wachtel, 1977).

Inresponse to the fervent denunciations of the encomienda system by clerics
and royal officials, for both moral and economic reasons, the Crown undertook
in the late sixteenth century gradually to replace this system with haciendas.
These very large estates could cover several tens of thousands of hectares, with
the hacendado enjoying sole ownership of the soil and the subsoil, as under
ancient Roman law. This form of land tenure was a fundamentally alien notion
to the native American societies, for whom possession of the land could only
be collective.

A number of these haciendas were based on the old encomiendas, to which
some territories purchased from the Spanish Crown had been added, while
others were created from scratch, granted by the Crown for services rendered
or sold, to conquistadors or compliant native chiefs. The Catholic Church,
which benefited from large numbers of donations, became the biggest land-
owner. The fate of the indigenous populations was little different from before:
they were confined to restricted areas, known as reducciones, where each
family farmed its own plot and made use of common forests and pastures
while being collectively subject to the payment of tribute to the haciendas, in
labour or in kind (Kay, 1974). Tribute in kind was gradually replaced by taxation
in cash, which obliged the farmers to work even harder for their sole employ-
ers, the hacendados, for a paltry wage. There were many revolts against these
taxes and the endless expansion of the haciendas for the benefit of whites and
mestizos (those of mixed race) to the detriment of the indigenous peoples,
especially in the eighteenth century. These revolts were put down, however,
and did not hinder the process (Luna, 2013).

Large-scale land grabbing also took place in Brazil, the vast territory that
fell to the Portuguese Crown by the terms of the Treaty of Tordesillas (1494)
between Spain and Portugal. Initially, the territory was divided into 15 heredi-
tary captaincies allocated to nobles, who were responsible for exploring,
exploiting, and administering them. The Portuguese Crown then conceded
vast tracts of land, called seismarias, to individuals on long leases. Large plan-
tations were set up, with a labour force consisting of slaves captured from
amongst the indigenous populations, to produce sugar cane, cotton, coffee,
cocoa beans, tobacco, etc. in function of the demand from Portugal and else-
where in Europe. Over time, however, slave labour became scarcer and more
expensive as the indigenous population had collapsed and survivors had fled
to the interior or taken refuge in missions. Slaves then began to be imported
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from Africa to replace them, until the abolition of slavery towards the end of
the nineteenth century. Thereafter, the masters of the large agricultural estates
employed ‘free’ workers who were either ill-paid labourers, hired on a daily
or seasonal basis, or tenant farmers or sharecroppers, often in debt to their
masters and therefore at their mercy, or else resident former slaves who would
be allotted a plot of land in exchange for their labour—effectively, they were a
kind of serf (Bauer, 1979; Monbeig, 1984).

Independence was far from heralding an end to land grabbing. In the former
Spanish colonies, constitutional decrees made changes to the conditions for
accessing land, presenting new opportunities for setting up or enlarging haci-
endas. When the economic climate was favourable to exports (in 1850-1873
and 1890-1920, for example), the haciendas were further expanded, to the det-
riment of the indigenous peoples, either through the military conquest of new
territories, with populations that resisted being exterminated, or by confiscat-
ing grazing land that had been declared to be surplus (Piel, 1988).

All in all, these large-scale land grabs gave rise to very significant trans-
fers of wealth to Spain and Portugal, including to their respective Crowns. In
addition, they formed the basis of the minifundia-latifundia land system that
has endured in most countries of Latin America to this day, since subsequent
agrarian reforms have in the main not been sufficient to supplant these dualist
structures (Chonchol, 1970; Graziano Neto, 1991; Kay, 1998; 2014).

5 Other Cases of Colonial and Postcolonial Dispossession

Following the Age of Discovery, colonisation greatly accelerated, and took
on different forms. Aside from the Spanish and Portuguese colonies in the
Americas, it was above all in the colonies of settlement, set up in temperate
zones, that land grabs at the expense of the native populations were most sig-
nificant. These took place in the British colonies of North America, Australasia,
and east and southern Africa; in the French colonies in North America and
northern Africa; and in the Dutch colonies of South Africa. In different loca-
tions and at different periods, the indigenous people were either exterminated,
driven out, or resettled in reserves, where the scarcity of good quality land
forced them to work on the farms or plantations, or in the mines of the colo-
nists (Bernstein, 2010).

In colonies of exploitation, the colonists exploited the land, the workforce,
and other resources by forcing the indigenous populations to grow specific
crops or to pay tax in cash, which obliged them either to produce and sell agri-
cultural produce to be shipped to the home nation, or to carry out paid work in
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14 ROUDART AND MAZOYER

the mines or on the plantations. This was the case, for example, in the French
colonies of sub-Saharan Africa, in the British colonies of South Asia and in the
Dutch colonies of the East Indies (now Indonesia). At the same time, however,
with the support of the colonial powers, vast tracts of land were also appro-
priated to be used by either companies or wealthy settlers to establish large
plantations (of sugar cane, rubber trees, oil palms, cotton, bananas, tea, cloves,
sisal, etc.) or to create areas for large-scale rice cultivation. These plantations
developed most of all during periods of economic growth and expansion in
international trade, especially following the two world wars (Bagchi, 2009;
Beckford, 1999).

In sub-Saharan Africa, many newly independent states decided to nation-
alise their land, thus appropriating the rights to its use, in particular so that
they could allocate vast tracts of land to be used for major agricultural projects
by state or parastatal agencies, public or private companies, and even indi-
viduals. Millions of hectares were thus perfectly legally confiscated from local
populations (Alden Wily, 2012).

6 Collectivisation in the USSR

In 1929, when the Communist Party decided to launch its collectivisation pro-
gramme, the Russian peasantry still had memories of the terrible struggles for
land and freedom that it had previously been compelled to wage.

To be sure, the Tsar had decided to abolish serfdom in 1861 and to redistrib-
ute some of the land owned by the nobility to peasant communities (mirs). This
agrarian reform was rendered largely inoperative, but the idea itself became
widespread at the end of the nineteenth century and after the Revolution of
1905. During the summer of 1917, after the Tsar had been deposed and many
nobles had taken flight, peasants occupied their estates and undertook to dis-
tribute the land amongst themselves. After the Bolsheviks seized power, the
decree on land of October 1917 endorsed this state of affairs, proclaiming
the confiscation of large estates, and making them freely available to local
agrarian committees (Méquet, 1930). In issuing this decree, Lenin and the
Bolshevik Party, anxious to rally the peasantry to the revolution, conveniently
shelved the ideas of nationalising all the land in the country and collectivising
the large estates in order to set up model farms, as advocated in Lenin’s April
Theses and approved by the Bolshevik Party (Sorlin, 1964).

In 1921, to put an end to the peasant revolts and workers’ strikes caused by
the ambient economic chaos, the Bolshevik Party also agreed to adopt the
more liberal ‘New Economic Policy’ (NEP). In 1928, however, to resolve prob-
lems with grain supply, the party launched the ‘battle for grain’. Party emissaries
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were sent into the countryside to collect grain by whatever means necessary.
This sparked a great many revolts, giving rise to fears that the first five-year
plan of 1928-1932 might fail. To salvage the plan, and the revolution, a number
of Politburo members, in particular Stalin, decided to implement a new policy,
collectivisation, which came into effect in 1929 (Lewin, 1971).

The main objective of collectivisation was to oblige the peasantry to pro-
duce and deliver enough foodstuffs to supply the cities and permit the rapid
industrialisation of the country (Nove and Morrison, 1982; Sapir, 1990).
Furthermore, many Party members, inspired by Marx and Lenin, believed that
family holdings were much less economically efficient than larger farms. But
the official line went much further: according to Stalin (1930) it was imperative
to ‘eliminate the kulaks as a class’, which meant that it ‘must be deprived of the
productive resources that make its existence and development possible (free
use of land, ownership of the means of production, land-renting, right to hire
labour, etc.).

In a return to the Bolshevik Party programme of 1917, collectivisation
involved nationalising all the land in the country, dissolving the mirs and
replacing them with agricultural production cooperatives, or kolkhozes. The
state made available land that had been nationalised, while villagers had to
give over most of their means of production and pay to be admitted into the
cooperative. Each family was meant to enjoy individual use of their dwelling,
their vegetable garden, their gardening tools, and a small amount of livestock
intended for domestic consumption (Stalin, 1930). Collectivisation also gave
rise to the large state farms known as sovkhozes, along with machine and trac-
tor stations that carried out work for the collective farms. In essence, the Soviet
Union’s land, workers, and farming activity were all controlled by the manag-
ers of the kolkhozes and sovkhozes, who were themselves under the orders of
the Party.

Collectivisation got under way in the summer of 1929 and by March 1930
had already been applied to nearly 6o per cent of peasant families, or around
15 million families (Lewin, 1971). Supposedly voluntary, collectivisation was in
factimposed by force, often with acts of unheard-of violence being perpetrated
by armed militia. There was mass destruction of livestock and agricultural
equipment, both by peasants who refused to give them up to the kolkhozes
and by the militias. The ‘liquidation of the kulaks as a class’ and of other oppo-
nents in general took the form of outright murder and mass deportation (Viola
etal., 2005).

Fearing that this violence might eventually lead to failure, the Party’s
Central Committee allowed peasant families to leave the kolkhozes, which
g million of them did in the spring of 1930, despite all the obstacles put in their
way. This policy reversal did not last long, however, for in the autumn of 1930,
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16 ROUDART AND MAZOYER

collectivisation had resumed and would continue for nearly four years. By 1935,
upwards of go per cent of agricultural land in the USSR was collectivised, with
4 per cent being set aside for family plots (Conquest, 1986).

Under Stalin, each kolkhoz was obliged to supply the state with large vol-
umes of agricultural produce at low prices and to pay high taxes, either in cash
or in kind. Agricultural labourers were organised into brigades. The pay for this
work did not even cover the workers’ basic needs, and the family plots only
partly made up for the shortfall. The kolkhoznikslived in such deplorable condi-
tions that many fled to the cities, leading the authorities to prohibit them from
moving without formal permission (Danilov, 1988). With insufficient land for
themselves, and now obliged to stay in their villages to work for almost nothing
on large estates run by the state to supply industry and the cities, Russian peas-
ants found themselves reduced to a situation of virtual state serfdom.

7 Common Characteristics

Although these past instances of large-scale land acquisitions are far removed
from one another in both time and place, and are different in their social con-
texts and applications, they nonetheless share a set of common basic features.

Each of them benefited a very small number of individuals who, at little
expense to themselves, became owners, tenants, de facto owners or stewards
of large estates, whether the beneficiaries were foreign, like the Roman sena-
tors and knights, the Spanish hacendados or the Portuguese fazendeiros, or
whether they originated from amongst the indigenous population, like the
British landlords and tenant farmers or the Soviet hierarchs. These acquisi-
tions were detrimental to a great number of previous rights holders and users
of the land, who were completely or partially dispossessed of their land and
livelihoods.

The beneficiaries were able to exploit not only the land, which was gener-
ally chosen from amongst the best available, but also, depending on the situ-
ation, all or part of the workforce formed by the dispossessed. In some cases,
the dispossessors enlisted almost the entire workforce. In the Roman colonies,
most of the able-bodied dispossessed were reduced to the condition of cap-
tive slave workers, or serfs paying a double tribute in the form of work and
benefits in kind, or sharecroppers compelled to surrender a proportion of their
harvest. In the Spanish and Portuguese colonies, they were reduced to being
slaves or serfs, and then sharecroppers or small-scale tenant farmers or paid
workers earning barely enough to live. In the Soviet Union at the time of col-
lectivisation, dispossessed peasants became virtual state serfs. In other cases,
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the dispossessors employed only some of the labour of the dispossessed. At the
time of the enclosures in Britain, landlords and tenant farmers employed only
a fraction of those who had been dispossessed, as sharecroppers or agricultural
labourers. Everyone else had to seek gruelling, low-paid employment, in the
mines or in the burgeoning industrial sector, or had to settle for life as a vaga-
bond or beggar, taking refuge in workhouses or poorhouses, or else emigrating
to the colonies of settlement.

These large-scale acquisitions of land allowed a small number of disposses-
sors to derive unparalleled comparative advantages from their cheap land and
workforce in responding to demand from more or less distant markets, or to
orders from the state: wheat, wine and olive oil for Rome and its army; sugar,
cotton, hides, meat, coffee, cocoa beans and tobacco for the European colo-
nial powers; foodstuffs and raw materials for the expanding British cities and
industries, and also for Soviet cities and industries under a regime of planned
growth.

In every case, elements within the populations affected openly resisted
the appropriation, and the consequent exploitation and marginalisation.
There were instances of resistance to colonisation by ‘barbarians’ and native
American populations, and there were escapes and revolts by slaves, serfs, and
peasants who were maltreated or excluded, or who refused to accept collectivi-
sation. All of these victims put up clandestine resistance to the domination of
the oppressors on an everyday basis (Kerkvliet, 2009; Scott, 1987). Occasionally,
these resistance movements managed to halt, locally and temporarily, and had
the overall effect of slowing down the drive towards acquisition and dispos-
session. However, the lack of a broad alliance with the dispossessed of other
regions and with other victims of the established order meant that the balance
of power between the dispossesors and the dispossessed was not reversed and
the acquisitions/dispossessions continued.

For the most part, land acquisitions were extended and perpetuated
through the exercise of armed force that was greatly superior to that of the dis-
possessed: Roman, Spanish, and Portuguese armies; private militias imposing
de facto the enclosures in sixteenth century Britain, or the seizures by Spanish
and Portuguese conquerors; police forces applying the Enclosure Acts from the
eighteenth century onwards; and—in Russia—Party militia, police, and the
army imposing collectivisation. Those who resisted were pursued and killed as
an example to others, or tortured before being put back to work, either in situ
or in deportation camps.

Acquisitions were generally reinforced by an arsenal of formal legal and reg-
ulatory measures that established and protected the rights of the new possess-
ors, without regard to the previous rights of the dispossessed. These statutory
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18 ROUDART AND MAZOYER

provisions either predated the appropriations—as was the case with Roman
law for example—or they were imposed on an ad hoc basis, as was the case
with the ‘Indian Laws’ of Spain, the Enclosure Acts, and the decrees on the
nationalisation or collectivisation of agricultural land in the USSR.

Furthermore, the beneficiaries developed a narrative to legitimise their
actions: Rome’s ‘preventive’ conquests to stave off supposed threats of attack
(Castignani, 2012); the civilisation and evangelisation of indigenous peoples;
the rational exploitation of resources and growth in productivity justifying the
enclosures from the eighteenth century onwards; and the economic develop-
ment and the construction of socialism during collectivisation in the USSR.
At the same time, a derogatory discourse, depicting the dispossessed as infe-
rior, developed: to the Romans they were uncivilised barbarians; to the Iberian
conquistadors the Indians were inhuman savages; to the British nobles they
were vile peasants; and to the Bolsheviks they were peasants with bourgeois
aspirations.

Finally, by contributing to this discourse legitimising acquisitions of land
rights, by adopting laws and regulations legalising these acquired land rights,
and by the use of public force to impose and enforce these laws, states and
governments, acting in concert with the beneficiaries, played a decisive role in
these acquisitions (Lewin, 1971; Nicolet, 1967; Piel, 2013; Slater, 1907).

8 Acquisitions Today

Although the current wave of land acquisitions has given rise to a great many
publications, the information that they convey is often unreliable and fragmen-
tary (Scoones et al.,, 2013). They nevertheless allow us to consider that these
current acquisitions share, in their own way, the general features described
above, while differing from previous waves of acquisitions in terms of their
context and some of their methods.

Their first particularity, from a geopolitical standpoint, is that such acquisi-
tions are developing throughout the world, in virtual defiance of national bor-
ders, whereas they previously occurred in national or colonial territories that,
while they might be vast, were under the control of a single state.

Since the 1980s, acquisitions have been greatly facilitated by the liberali-
sation of public policies. Indeed, the liberalisation of agricultural policies in
developing countries, implemented as part of stabilisation and structural
adjustment programmes, has deprived farmers of the technical, economic,
and financial support that had enabled them to invest and progress, insofar
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as this support existed. Moreover, liberalisation in the international trade of
agricultural produce, albeit incomplete, combined with the use of increasingly
powerful and inexpensive methods of transportation and trade, has brought
an ever-increasing number of farmers from all regions into competition with
the world’s most competitive agricultural producers, who in some cases receive
subsidies from their governments. This has impoverished or ruined hundreds
of millions of farmers (Mazoyer and Roudart, 2006). Finally, financial liberali-
sation has made it possible for major investors to enjoy easy access to cheap,
large-scale credit.

Besides, the land policies implemented in many countries since the 1990s
have facilitated large-scale land acquisitions (Gironde and Senties Portilla,
this volume) and have encouraged the concentration of land ownership rather
than its redistribution (Borras Jr. and Franco, 2012). Governments and admin-
istrative authorities in the countries in which recent acquisitions have taken
place play a considerable role, on the one hand by acting as intermediaries
between national or foreign investors and local political authorities, and on
the other by acquiring land themselves (Wolford et al., 2013). Meanwhile, some
governments of the investors’ countries of origin actively support these acqui-
sitions (Woertz and Keulertz, this volume).

Another specific feature of the current wave of acquisitions is the major
role played by international organisations. The International Monetary Fund
(1MF), the World Bank, the Organisation for Economic Co-operation and
Development (0ECD), and the World Trade Organization (wTo) have greatly
contributed to putting in place today’s liberal economic rules. Furthermore,
the Multilateral Investment Guarantee Agency (an agency of the World Bank)
provides investors with guarantees against risks, while the World Bank and
other development banks fund the infrastructures enabling such investments
to become profitable. In addition, several international organisations have
begun to draft non-binding principles to guide investors in their strategies
(Borras Jr. and Franco, 2010).

Where land currently being acquired is effectively used for agricultural
purposes, it is generally exploited by large, highly-capitalised farming units
employing extremely productive mechanical, chemical, and biological means
of production. These means are much more productive than those used by the
vast majority of the world’s farmers, most of whom work with manual tools
and little or no agricultural inputs. The gap in productivity between the world’s
most productive and least productive farmers has never been as wide as it
is today (Mazoyer and Roudart, 2006). It follows that production costs are
far lower for the most productive farmers than for the others. And, within the
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current context of globalised trade, large, highly-capitalised farms are expand-
ing over vast swathes of the globe and gaining increased market share to the
detriment of many farmers in other regions.

The current wave of acquisitions and its consequences are therefore global
in their implications. If it continued to grow, it could have a negative impact on
hundreds of millions of individuals, either indirectly through competition on
markets or directly through partial or complete dispossession. In today’s world,
land is an essential means of existence for many populations: when dispos-
sessed, or excluded, they find themselves incapable of meeting their essential
needs because they are surplus to labour requirements in other sectors of the
economy (Li, 2011), without new continents available to colonise as a potential
outlet. Over time, such a development would pose colossal political risks.

In order to combat these acquisitions, peasant organisations, some of which
have an international outreach, have been engaging in campaigns of resistance.
They are attempting to attract the attention of the press, public opinion, and
political authorities, while mobilising other civil society organisations across
the world (Borras Jr. et al., 2008; Edelman, 2003; McMichael, 2006). Some of
these efforts have been successful: in 2009, the mobilisation against a project
in Madagascar to lease more than one million hectares to the South Korean
company Daewoo led to the resignation of the country’s President and the
abandonment of the project (Petric, 2011).

These particular features aside, the current wave of land acquisitions shares,
in its own way, the characteristics common to past waves of acquisitions ana-
lysed above. Existing studies, although far from being exhaustive, show that
these current acquisitions are of actual benefit to a small number of actors—a
few thousand individual entrepreneurs, company shareholders, and managers
or investors in public or private investment funds. In the meantime, on the
ground, a great many individuals have already lost all or part of their liveli-
hoods (Anseeuw et al., 2012; Gironde and Senties Portilla, this volume).

Just like the landlords and tenant farmers at the time of the enclosures, the
new acquirers of land do not employ all the manpower offered by the dispos-
sessed, partly because new holdings, when they are developed, are equipped
with powerful machinery and require little labour (Li, 2011). It is also because
alarge portion of the newly-acquired land remains uncultivated (Land Matrix,
2014). In fact, many acquirers keep land in reserve, probably in anticipation of
its increasing value or of a new surge in agricultural prices, or alternatively for
reasons of environmental conservation. Others are slow to develop their land
because of a wide range of technical, financial, and organisational difficulties
(Boche, 2014).

The working conditions of labourers on large agricultural estates are usually
very harsh. Permanent jobs are rare, while casual employment, of a daily or
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seasonal nature, is common. Working hours are variable and often unfair. Pay
is often on a piecework basis, and is rarely adequate to cover the costs of sup-
porting a family and even the labourer himself. Social security and accident
prevention measures are practically non-existent (Hervieu and Purseigle, 2013;
Hurst et al., 2005; IFAD, 2010; Jacques-Jouvenot and Laplante, 2009). Despite
this, these jobs are sought after by the dispossessed, who are compelled to
undertake any sort of casual work, legal or otherwise, or else end up as beggars
or vagrants (Anseeuw et al,, 2012). Being of no use to the economic or social
system as either workers or consumers, these surplus populations are in prac-
tice excluded (Castells, 1998).

In fact, whenever investors develop newly acquired land, it is obviously to
derive a profit by producing foodstuffs for which there exists a solvent demand.
This corresponds to diverse, more or less distant markets (Borras Jr. and Franco,
2012), but the aim is not to satisfy non-commercial domestic needs.

Open acts of resistance by the dispossessed have taken place. As was the
case in the past, they trigger a response from the forces of law and order, the
army, paramilitary groups or private militias (Grajales, 2011). To forestall or
stamp out such resistance, the dispossessors and the authorities resort to vari-
ous forms of pressure including intimidation, threats, the withholding of infor-
mation and the presenting of situations as faits accomplis. They claim that the
transfer of land rights is necessary for the country’s development, and equate
any resistance with political opposition to the regime or the governing authori-
ties (Cismas and Paramita, this volume; Jacob and Le Meur, 2010).

The neo-liberal-inspired legal and regulatory measures that have been put
in place in many developing countries since the 1980s (bilateral or multilateral
investment treaties, and laws or codes governing investment and land) consid-
erably benefit major acquirers of land rights, whereas the rights of the previous
users, with no formal title that they can assert, are generally not taken into
consideration (Alden Wily, 2012). In addition, the dispossessed have hardly any
prospect of judicial redress (Golay, this volume). In this regard, the processes
which formalise and commodify land rights have often had damaging effects
on the poor (De Schutter, this volume).

The arguments of those who legitimise current land acquisitions emphasise
what is considered to be the relatively unproductive, or even non-existent, use
of the land in question, and the need to invest to increase agricultural produc-
tion so as to feed a rapidly-growing human population and to supply biofuels,
textile fibres, wood and other products. This discourse of legitimisation also
asserts that ‘large’ farms (employing wage-earning manpower) are more pro-
ductive than ‘small’ (family) farms, and that no significant progress can be
expected from the latter (Collier, 2008). Finally, some new landowners claim
to be acting in the name of environmental conservation (Fairhead et al., 2012).
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9 Key Findings and Implications for Public Policy and
Research Debates

In the preceding pages, we have analysed the current wave of large-scale land
acquisitions in the light of similar historical experiences. Given the limited
space available, we have selected only four historical cases amongst many
others. Our analysis is therefore incomplete and no claim is made here that
the features identified as being common to these four cases would prove valid
for all others. We nevertheless feel that this study permits a better understand-
ing of current acquisitions and sheds light on the public policy and research
debates that they have reopened.

One such debate concerns the structures of agricultural production and
seeks to answer the following question: which production structures (family-
owned farms or wage-based farms) are better capable of encouraging sus-
tained development, primarily aimed at reducing poverty, generating jobs and
livelihoods for hundreds of millions of people, promoting growth, providing
food security for all and reducing income disparities while enhancing the envi-
ronment (Byerlee et al., 2009; Thematic Group on Sustainable Agriculture and
Food Systems, 2013)?

Our analysis shows that the current wave of acquisitions is driven, as were
several past waves, by the search for cheap land and labour, for the purpose
of creating large competitive units able to generate a profit by producing agri-
cultural goods cheaply and by selling these goods to populations enjoying a
degree of purchasing power. Like the previous waves, the current one is largely
predicated on the dispossession of local populations, which directly impov-
erishes and excludes certain of their members. And, insofar as present land
acquisitions are followed by the creation of large-scale, highly-equipped, pro-
ductive and competitive farms, this current wave, like several previous waves,
results indirectly in the impoverishment and exclusion of rural populations
in other parts of the world through competition on the international market.

All of these effects run counter to the above-mentioned aims of sustained
development.

Our analysis also suggests that the present acquisitions, promoted by many
governments and major investors, reflect a broad consensus amongst the lead-
ing decision-makers, and that the negatively-affected social categories, and
their various potential allies, appear unable to organise an effective political
force putting up resistance and putting forward alternative proposals at the
international, national, and sometimes local levels. Therefore, the current
wave of large-scale land acquisitions leads researchers in the field of agrarian
political economy to reflect on the parameters of an alternative agricultural
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development model to replace that which has held sway over the past few
decades. Admittedly, this dominant model has created a great deal of wealth
but it has also caused major environmental damage and much poverty and
exclusion (Mclntyre et al., 2009; MEA, 2005). And it has generated the current
wave of large-scale land acquisitions, which leads researchers to consider also
how an alternative agricultural development model could harness widespread
political support.

10 Conclusion

On a planet where there is practically no more unused arable or grazing land
left, it is more or less impossible to acquire the right to exploit large tracts
of land without directly acting against the interests and living conditions of
dispossessed rights holders and their descendants. And, in a global economy
where solvent demand is already limited by enormous poverty, there are no
more opportunities for large-scale investment in agriculture without indi-
rectly reducing the market shares, incomes, or jobs of less competitive family
farmers.

The current wave of large-scale land acquisitions, since it knows no bound-
aries, would, if it continued, have consequences on an unprecedented scale.
Who would then house, feed and occupy the billions of people living in slums?
Which authority would regulate the hundreds of millions of beggars, home-
less people and migrants flocking towards those islands of prosperity that still
remained? What army would contain the endless, pointless global civil war
that would ensue?

Fortunately, however, we can never be certain that the worst will happen. At
the beginning of the twentieth century, many democratic liberal governments
concluded thatlarge agricultural estates with paid workers were less conducive
to economic development and social harmony than family farms, and accord-
ingly adopted policies to further the development of the latter. And several of
these governments even made agrarian reform the first step in their economic
and social development policy. In the aftermath of the Second World War, the
victorious liberal democracies, drawing lessons from the two major economic
crises, totalitarian regimes, and two World Wars of the long preceding half-
century, were anxious to provide full employment and an adequate level of
well-being. They adopted policies to encourage widespread economic and
social development, with close links between large-scale industry and family
farming. They imposed agrarian reforms in several of the defeated countries,
where the landed oligarchy had clearly been in league with the dictatorships.
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All of this with evident success! As the world attempts to steer a path towards
sustained development on a global scale, it is a point worth remembering,.
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CHAPTER 2
States as Actors in International Agro-Investments

Martin Keulertz and Eckart Woertz

Abstract

Since the global food crisis of 2008 states have encouraged international agro-
investments by their respective private sectors or have undertaken them directly via
state-owned companies and sovereign wealth funds. This chapter analyses the crucial
role played by national governments with the help of three case studies: the Gulf coun-
tries, China, and potential host countries. It thus shows the varying constraints experi-
enced by these three cases and the strategies pursued to overcome them. States in the
Gulf are heavily dependent on food imports and are concerned that export restrictions
could undermine their food security. For the same reason, China has pursued a strat-
egy of grain self-sufficiency, which is now being modified in the light of recent changes
to diet and rises in demand. Governments in potential host countries and regions, like
South-East Asia, Russia, and Brazil, on the other hand, have sought to keep their agri-
cultural export industries national, maximise their revenue streams, and leverage
them for geopolitical purposes. While much of the literature has focused on ‘land grab-
bing’ by foreign states in developing countries, this chapter offers a different perspec-
tive by placing the interests of states into the context of twenty-first century food
politics. It concludes that: the focus of investments has been on value chains down-
stream rather than on farmland in the upstream sector; that ‘security mercantilism’ is
far more complex than the land acquisition processes themselves; and that emerging
economies in Asia seek to challenge the Western world in its hegemony over food pro-
duction and virtual water trade.

1 Introduction

Food and agriculture have been intertwined with national interests histori-
cally. Initially these interests focused on food provision for armies; later, local
populations were ruthlessly subjugated to serve development agendas, be
it during the famines in the colonial tropical belts in the second half of the
nineteenth century or during the brutal modernization of communist regimes
in the twentieth century (Davis, 2001). The idea that affordable food should
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be an inalienable right entered the vocabulary of political legitimacy only in
the recent past. It did so in a context of proliferating support for farms and of
nutrition programmes in the Us in the 1930s that became closely intertwined
with a development model of intensive growth. Labour was no longer a mere
cost factor, as seen in the extensive growth model of the nineteenth century; it
was also an important source of demand in growing consumer markets, such
as those for white goods and cars. The Right to Food was enshrined in interna-
tional treaties, like the Universal Declaration of Human Rights in 1948, and the
International Covenant on Economic, Social and Cultural Rights in 1966.

Agricultural overproduction became a permanent feature of the post-war
decades, first in North America and then in Western Europe. Countries were
eager to dispose of their structural surpluses via subsidised food aid and used
the allocation and withdrawal of such aid to further their foreign policy agen-
das during the Cold War. Governments in the developing world in turn used
such subsidised food imports to feed their growing urban populations and as
an input factor for their import-substituting industrialisation strategies, which
were prevalent at the time.

The global food crisis of 2008, with its price hikes and export restrictions,
has raised doubts over whether global agricultural trade flows will remain as
readily available as in the past. Food importers in the Middle East and Asia
have reacted by announcing agro-investments in developing countries, which
have been identified as a ‘new frontier’ of agriculture as they have suppos-
edly unused or underutilised land that could produce more food if yield gaps
were closed by introducing modern management and production technolo-
gies (Deininger and Byerlee, 2011). These investments have met with a critical
reception as they could threaten the land rights of smallholders and pasto-
ralists, especially if such rights are not registered and are only customary in
nature. Although there is a large implementation gap and media reports have
often been inaccurate, the interests of these governments illustrate a growing
concern about global food production and trade. Their role in international
foreign direct investment (FDI) flows has increased over the last decade. While
sovereign wealth funds predominantly pursue portfolio investments, some of
them have a more proactive private equity orientation. The roughly 550 state-
owned transnational corporations (TNC) make up only 1 per cent of global
TNCs, but a substantial 10 per cent of global FDI (UNCTAD, 2009; UNCTAD,
2014). The relative share of agriculture in these FDI flows is miniscule, but still
substantial in absolute terms. Often governments try to provide framework
conditions for their respective private sectors, rather than investing them-
selves. Ownership also does not necessarily mean managerial control, which
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often follows commercial prerogatives at the state-owned entities. Yet the
direct and indirect investment initiatives clearly point to a heightened interest
on the part of states.

This article analyses the role of states in international agro-investments
with the help of three case studies. Countries located in the Gulf are heavily
dependent on food imports and are concerned that export restrictions could
undermine their food security. For the same reason China has pursued a strat-
egy of grain self-sufficiency, which is now being modified in the light of recent
changes to diet and rises in demand. Governments in potential host countries
and regions, like South-East Asia, Russia, and Brazil on the other hand have
sought to keep their agricultural export industries national, maximise their
revenue streams, and leverage them for geopolitical purposes.

While much of the literature has focused on ‘land grabbing’ by foreign states
in developing countries, this article offers a different perspective by placing
the interests of states into the context of twenty-first century food politics. The
focus of investments has been on value chains downstream rather than on
farmland in the upstream sector. ‘Security mercantilism’ is far more complex
than the land acquisition processes themselves. Emerging economies in Asia
seek to brace themselves and to challenge the Western world in its hegemony
over food production and virtual water trade.

2 Food Importers in the Second Food Regime

While the long-distance trade in grains played only a limited role in the Roman
Empire, by the nineteenth century it had become a cornerstone of food sup-
plies and food security strategies. In 1846 the British abolished the protection-
ist Corn Laws after a long struggle between the landed aristocracy, which had
an interest in high grain prices, and the nascent industrial bourgeoisie, which
wanted lower grain prices in order to moderate the wages of urban work-
ers. From a position of maritime supremacy the United Kingdom (UKk), by
1880, imported the majority of its grain from colonial settler states like North
America and Australia, but also from India and Russia. Fuelled by railways and
steam ships, the grain trade fed Britain’s workers and facilitated its industrial
revolution in a first food regime that lasted from the 1870s to the 1930s. Exports
of tropical commodities—such as sugar, cotton, and rubber—from the colo-
nies were a second pillar of this first food regime (McMichael, 2009b).

After a period of crisis and reconfiguration, the first food regime was super-
seded by a second food regime in the aftermath of the Second World War. This
new regime was characterised by subsidised grain production in core states and
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surplus disposal in the developing world via export promotion programmes
like the Public Law (PL) 480 programme in the Us that was renamed the Food
for Peace programme during the Kennedy administration. Diets underwent a
process of ‘meatification’ in the developed world, and one of ‘wheatification’
in the developing world. The market for packaged, durable foods expanded in
industrialised countries. Domestically produced input factors like soy oil, corn
syrup, and synthetic fibres increasingly substituted colonial export crops like
sugar and cotton.

There is an ongoing debate regarding whether we can speak of a third food
regime today in which nation states have been superseded as main actors
by transnational companies and the World Trade Organization (wTo0), due
to these increasingly influential actors’ dominant roles in value chains and
trade liberalisation (McMichael, 2009b; McMichael, 2009a; Friedmann, 2009;
Pritchard, 2009; Burch and Lawrence, 2009). Many emerging markets are now
also undergoing the same processes undergone by the developed world in ear-
lier decades, such as the ‘meatification’ of diets and the ‘supermarketisation’ of
distribution systems. As a result, new actors have emerged and new relation-
ships have been forged. Thailand and Vietnam have developed into major rice
exporters. Brazil is now a soybean superpower and an indispensable feedstock
supplier to the Chinese livestock industry. Russia has become a large cereal
exporter again akin to its nineteenth and early twentieth century role. The
Soviet days—when the union was one of the largest grain importers in support
of the ambitious livestock programme of the 1970s and 198os—are gone. Yet
these changes notwithstanding, the geography of food trade that was drawn
after the Second World War still looms large.

The picture of the global net trade in cereals is telling: with 88 million tons in
2013—14, North America is by far the largest net exporter, followed by the former
Soviet Union economies (57 million tons), Oceania (24 million tons), Europe
(17 million tons) and South America (14 million tons). South Asia has also had
a significant export surplus over the last three years, with its net exports cur-
rently standing at 16 million tons. On the other side of this equation, Middle
East and North African (MENA) countries are the largest net importers of cere-
als globally (92 million tons), although their population size is relatively small
with about 500 million people. East Asia and South-East Asia with over two
billion people have less cereal net imports than the MENA (66 and 11 million
tons respectively). Central America and the Caribbean are net importers too,
at 10 million tons. So is sub-Saharan Africa with 29 million tons, a figure that is
expected to increase in the future (USDA, 2014).

Of course, there are other important agricultural commodities, like soy-
beans or palm oil, which are dominated by other producer countries such as
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Brazil, Indonesia and Malaysia. But the focus on cereals is warranted; corn
and barley are important feedstocks for livestock and wheat and rice alone
constitute roughly 40 per cent of human calorie intake globally (FAOSTAT,
2013). Hence, cereals are of particular strategic significance. The cereal
trade—especially that in wheat, as rice, corn, and barley are traded less across
borders—also constitutes about 15 per cent of global virtual water trade, sur-
passed only by water-intensive cotton (25 per cent) and followed by soybeans
(9 per cent) (Sojamo et al., 2012). Virtual water is the water, in food and fibres,
that is used to produce a given commodity. It cannot be pumped like blue
water, but is accessible via trade. As 70 per cent of global crops are produced
by rain-fed agriculture, the focus of the global debate on blue water and the
conflicts over surface water sharing can be misleading because water scarcity
can be mitigated by virtual water ‘imports’ (Allan, 2011). Accessing foreign rain-
falls via food, and therefore the virtual water trade, is of paramount strategic
importance for food importers.

The food question also reveals the power of North America and Europe
in the global economy. Over a period of 150 years, vertical integration in the
food supply chain enabled and fostered the establishment of the agribusiness
industry. Aided by subsidies of up to usD 1billion per day, Western agribusiness
corporations permeated the global food trade (Peterson, 2009). In 2003, Archer
Daniels Midlands (AbM), Bunge, Cargill, and Louis Dreyfus (the ABCDs) were
estimated to be trading 73 per cent of global bulk cereal commodities (Murphy
et al,, 2012). This estimation did not even include the Swiss energy and food
commodity trader Glencore, which has grown and ranks now as the fifth larg-
est market participant from Organisation for Economic Co-operation and
Development (OECD) countries. The upstream and downstream management
of the food supply chain has been strategically transferred to the private sector
since the 1980s, which has enabled the West to control global food trade. By
making use of economic power, Western agribusiness companies do not rely
solely on domestic agriculture for trade. The companies are also strategically
present in water-endowed regions such as Latin America and Asia. The result-
ing dependence on companies in the West for food imports and virtual water
‘provision’ has developed into a concern for emerging economies seeking to
define the twenty-first century politically and economically.

This dependence has implications for the three case studies in question, for
the reaction of the respective states to the global food crisis of 2008, and for
these states’ role in international agro-investments. The Gulf countries’ depen-
dence on food imports will increase. Domestic agriculture is being scaled down
due to a lack of water, and population growth will only peter out after 2050.
The Gulf Cooperation Council (Gcc) governments have announced a flurry of
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agro-investments since 2008; these have so far been largely unsuccessful and
are conspicuously reminiscent of the failed Sudan breadbasket strategy of the
1970s. China has traditionally followed a policy of self-sufficiency, supported
by its agrarian society model. However, China’s rapid industrialisation has led
to a moderation of the self-sufficiency paradigm. Beijing now seeks to accom-
modate changing diets and subsequent rising demand with additional imports
made possible by strategic investments in supply chains throughout the world.
Meanwhile, the new agro-exporters that have emerged over recent decades,
like Brazil, Russia, and the rice exporters of South-East Asia, try to strengthen
their positions in the new geo-economic landscape of food trade.

The agricultural investment policy choices made by the Gcc countries and
China illustrate the importance of food in the current world order. While theo-
rists in international relations have focused on military capacity or economic
power as a key determinant of state power, the role of control over agricultural
commodities is often a neglected area of analysis. However, food and water
security have always played a strategically important role for people charged
with state power. State interests in agricultural investment reveal a new ‘secu-
rity mercantilism’ seeking to repatriate agricultural products to investing states
(McMichael, 2013). The contemporary multipolar order represents a new phase
of ‘inverse globalisation’ by which new actors in the global political order, such
as the Gcc countries and China, start to become investors instead of being the
beneficiaries of investment (Allan et al., 2013; Sojamo et al., 2012). This chapter
will return to this issue in its conclusion. First, the objectives and strategies,
and the preliminary results of state actors’ involvement in agricultural invest-
ment will be analysed in the following sections.

3 Of Self-Sufficiency and Breadbasket Illusions: The Gulf Countries

Beside Asian countries, like China and South Korea, and western financial
investors, Gulf countries constitute a third grouping in the wave of agro-
investment announcements triggered by the global food crisis of 2008. Like
the former two, Gulf countries share a specific set of motivations and concerns
and a historical background all of which drives their actions. All are net food
importers with a severe water shortage, and during the Second World War and
in the 1970s all experienced the risk of geopolitical food supply disruptions. As
oil exporters, Gulf countries were able to digest the concomitant food price
hikes of the commodities boom of the 2000’s, but they have been unnerved by
the temporary export restrictions that food exporters like Russia, Argentina,
Vietnam, and India announced in 2008. Affordable food is part of the social
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contract of Gulf countries, which are ruled in an authoritarian manner and
buy off possible dissent over a lack of participation by using welfare pay-
ments and the offer of public sector jobs. Beside fuel and electricity, food and
water are subsidised to varying degrees, at least for the local population. There
are also differences between individual Gulf countries’ approaches to agro-
investments; Qatar and Saudi Arabia have the most institutionalised approach
with the United Arab Emirates (UAE) as a distant third, while Kuwait and
Bahrain lag behind. While Saudi Arabia only aims at providing favourable
framework conditions for its private sector, Qatar has established Hassad Food,
a bespoke sovereign wealth fund (Swr) for agro-investments. Oman is yet to
announce any agro-investments, but has the most advanced strategy in terms
of strategic storage and other relevant domestic factors (Woertz, 2013).

These states’ sense of vulnerability is heightened by a lack of water and a
need to downsize domestic agriculture. Gulf countries have one of the world’s
highest domestic per capita water consumption rates. Agriculture accounts
for the lion’s share of water withdrawal at about 8o per cent. While residential
supplies are largely satisfied by desalinated seawater, farming has exploited
fossil water aquifers at unsustainable rates, and these are drawn down and suf-
fer from salt-water intrusion. Governments have started to react. Saudi Arabia
has begun to phase out its subsidised wheat production and plans to end it in
2016 and the UAE is doing the same with Rhodes grass. However, livestock pro-
duction continues to expand. As a result alfalfa is in high demand and farmers
have switched from wheat to the latter crop, the cultivation of which consumes
more water than wheat as it is planted all year round, and not only in the winter
months. Saudi Arabia imports an enormous 40—4s5 per cent of globally traded
barley as feedstock. As it will need to decrease its domestic alfalfa production
it is expected to become the largest alfalfa importer in the world, importing
either as hay or pellets, surpassing other major importers like the UAE, Japan,
South Korea, and Taiwan (Personal interviews, Kuwait, November 2013).

The Qatar National Food Security Programme (QNFSP) raised eyebrows in
2009 with its cornucopian plan to raise self-sufficiency from its current level of
10 per cent to 70 per cent in 2023, with the help of futuristic farming designs
and solar-based desalination. This figure was reduced to a more conservative
40-60 per cent in a later version of the programme’s food security ‘Master Plan’
(Kanady, 2013). Even that target is unlikely to be met. QNFspP has been down-
graded after internal restructurings and food security issues have been handed
over to an inter-ministerial committee. The QNFSP website no longer exists.
For a state with a small population and large amounts of capital at its disposal
QNFsP’s plans might have been possible in theory, but they hardly made eco-
logical or economic sense. While some fruits and vegetables could be produced
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in greenhouses with sufficient water efficiency, this is not the case with cereals
and other water intensive crops that would be better imported. Yet, like other
Gulf countries, Qatar has been interested in self-sufficiency out of fear of sup-
ply disruptions. During the Second World War famines in the region were only
averted by food supplies from the Allied Middle East Supply Center (MESC) in
Cairo and in the 1970s the Us threatened a food boycott in retaliation for the
Arab oil embargo (Woertz, 2013: ch. 2 and 4).

At the time of that threatened boycott, the Gulf countries devised an ambi-
tious plan to develop Sudan as an Arab breadbasket to reduce such exposure
to geopolitical risk. New institutions were founded in Khartoum, like the
Arab Authority for Agricultural Investment and Development (AAAID) or the
Arab Organization for Agricultural Development (A0AD), and private Gulf
capital appeared on the scene. The Saudi arms trader Adnan Khashoggi and
the Kuwaiti royal Sabah al-Ahmad al-Jaber engaged closely with the Nimeiri
regime, which engineered an ecologically questionable expansion of mecha-
nised, rain-fed farming, and had an infatuation with large-scale project designs
that it tried to satisfy by increasing foreign and domestic indebtedness. Fears
of land grabs mounted and displacements occurred (O'Brien, 1985), but the
role of the Gulf countries remained subdued. Mostly they did not follow up
on their ambitious announcements, and were anxious about lacking infra-
structure and the notorious corruption and cronyism of Nimeiri’s regime.
They dragged their feet and rarely moved beyond feasibility studies. When
they did, many projects—Ilike the Faisal scheme—proved to be failures. The
Kenana Sugar Company is the only surviving signature project of that era. It
received sumptuous investment guarantees from the Sudanese government
and is half-owned by Kuwait and Saudi Arabia (Woertz, 2013: ch. 6). Meanwhile
Sudan went through an epic famine in 1984—5, which must also be ascribed to
Nimeiri’s breadbasket plans, which neglected and disenfranchised traditional
smallholders and pastoralists while being unable to create viable commercial
farming ventures (Verhoeven, 2015).

With the reversal of the food price hikes of the 1970s and reduced us politici-
sation of the food trade, the Gulf countries’ interest in foreign agro-investments
faded in the 1980s and 1990s. Instead, their focus turned inwards. Saudi Arabia
launched its subsidised wheat schemes, which now have to be phased out
for lack of water. It reached self-sufficiency and even became the sixth larg-
est wheat exporter in the early 1990s. Yet the boom was not sustainable. Due
to the global food crisis of 2008 the Gulf countries are, once again, engaged.
Now, as in the past, they have announced agro-investments on an epic scale
against the backdrop of rising food prices and a global commodities boom.
Their interest is in staple foods, not in biofuels that have constituted a majority
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of announced foreign agro-investments globally. Sudan has again been at
the top of the list, followed by Pakistan, the Philippines, Ethiopia, and Egypt,
mostly countries that are geographically and politically close, but have food
security and water issues of their own. There has also been considerable inter-
est in other countries along the East African coast, like Kenya, Tanzania, and
Mozambique (Woertz, 2013). Cash-strapped developing countries have shown
an interest in attracting Gulf funds. Sudan, in particular, launched a large dam-
building programme in the 2000’s and rolled out project designs that make
Nimeiri’s earlier breadbasket dreams pale by comparison. Gulf and Chinese
funds financed the Merowe dam 350 km (220 miles) north of Khartoum,
which was finished in 2009. Its construction led to the displacement of over
50,000 people and to violent protests. Other dams are to be built this decade
(Verhoeven, 2015).

However, Merowe and a few other projects apart, there has been a huge dis-
connect between media reports of land grabs and the reality on the ground.
Like in the 1970s, Gulf investors have rarely followed up on their announce-
ments. Political instability, poor infrastructure, and a lack of commercial via-
bility have discouraged them. If they have put money on the table, it has been
in developed agro-markets rather than in the developing countries in which
most announcements have been made. Qatar-based Hassad Food’s invest-
ments in Australia or Saudi Al Marai’s in Argentina are cases in point. In the
developing world most of the projects have either not got off the ground at all
or only on a fraction of the announced scale. Often they have run into difficul-
ties and are threatened by failure, as is the case of Saudi billionaire Mohamed
al-Amoudi’s Saudi Star project in Ethiopia’s Gambela province (Woertz, 2013;
Verhoeven, 2015).

This implementation gap has been particularly pronounced for projects
in South-East Asia, which is far away from the Gulf countries and does not
have the advantage of geographical proximity like East Africa (Woertz, 2013).
The Saudi Bin Ladin group cancelled a UsD 4.3 billion project for basmati rice
cultivation in Indonesia citing funding problems in the wake of the global
financial crisis. Nothing more has been heard about an agricultural project for
over 100,000 hectares in East Kalimantan, which UAE based Minerals Energy
Commodities Holding (MEC) announced as part of a larger investment in a
coal mine, a railway, and an aluminium smelter. Kuwait sent a reconnaissance
mission to Cambodia, Thailand, Laos, and Myanmar in 2008 to investigate the
potential for Kuwaiti agro-investments in these countries. Although Kuwaiti
announcements were interpreted by the press as a sign that investment deci-
sions were imminent and those announcements are still widely quoted to this
day, the overall conclusion of the delegation was to ‘do nothing’ and carefully
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assess both Kuwait’s needs and conditions in target countries first (Interview
with a Kuwaiti executive, 20 November 2013, Kuwait City). Political risk, under-
developed infrastructure, and the non-existent export capacities of dispersed
smallholdings were among the mission’s concerns. The sticky white rice that is
produced in South-East Asia also does not match the pronounced consumption
preference in the Gulf for basmati rice, which is mainly produced in Pakistan
and India. The plans of the Saudi Al-Rajhi Group in the Philippines have
been more concrete. It has established the Far East Agricultural Investment
Corporation (FEAICO) to produce food on 78,000 ha in Mindanao, along with
its local partner Aztropex. Its efforts to consolidate landholdings by leasing
parcels from smallholders are controversial and it remains to be seen whether
the corporation will be able to set up larger farming operations (Salerno, 2010;
Revelli, 2012).

Gulf countries lack capacities to implement projects of this scale, espe-
cially in foreign ecologies and investment environments. Some of the sover-
eign wealth funds that have announced investments in hundreds of thousands
of hectares have not had a single agro-engineer among their ranks. If there is
implementation, Gulf countries tend to mimic the practice at home of running
large-scale agro-projects with Western operating companies; at times even the
manual workers are expatriates, at least on the foreman level (Woertz, 2013).

Seven years after the aforementioned wave of announcements, a new sense
of reality has set in on the part of investors, target countries, and observers
from academia and advocacy groups. The first version of the Land Matrix, a
joint research effort of several think tanks to compile and verify media reports
about land grabs, still contained numerous on-paper foreign agro-investor
projects that had not seen any implementation at all, thus painting an exag-
gerated picture. That picture, and the project’s database, was used by academ-
ics in peer-reviewed journals (Rulli et al., 2013). The media, in turn, picked up
these presumably authoritative scientific works, which were in fact based on
unreliable media reports, and the news cycle came full circle (Rural Modernity,
2012; Brautigam, 2012; Woertz, 2012b). Revised versions of the Land Matrix have
been considerably improved and provide a more accurate picture. Some on-
paper projects have been removed from the database and information has
been introduced that allows projects to be differentiated according to their
implementation status. In academia, there is a growing perception that instead
of a quantitative fixation more qualitative case studies are needed to give the
topic a differentiated treatment without belittling the many problems that
exist (Allan et al., 2013; Edelman, 2013; Oya, 2013). Target countries, like Sudan
or Ethiopia, have voiced their frustration with projects that have not been
realised and Ethiopia has started withdrawing concessions from companies
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whose projects are delayed (Edelman, 2013; Davison, 2013; Bekele, 2013). Gulf
countries, on the other hand, have lost a great degree of interest in greenfield
investments in the developing world in a manner not dissimilar to the events
of the 1970s. Beside brownfield investments in developed agro-markets, atten-
tion has focused increasingly on food trade and logistics. All Gulf countries
have increased their strategic storage capacities. Saudi and Qatari investors
participated in the initial public offering (1P0) of commodity trader Glencore,
which has expanded its presence in global grain markets with the takeover of
Viterra, the largest wheat handler in Canada and South Australia. Port facilities
have expanded and emergency plans have been drawn up. If Gulf countries
have built pipelines in order to have alternative outlets for their oil exports in
case of a closure of the Strait of Hormuz, similar considerations are at work for
food. For such an emergency, Kuwait has an agreement in place to land food
at the port of Fujairah on the UAE’s eastern coast, send it by truck to Jebel Ali
in Dubai, and then ship it from there up the Gulf to Kuwait (Interview with a
Kuwaiti executive, 20 November 2013, Kuwait City).

4 Food, Development, and Strategic Joint Ventures: China

China’s food security challenges are arguably more formidable than those of
the Gulf countries. It has only g per cent of the world’s arable land, but needs
to feed 20 per cent of the world’s population (Brautigam, 2009). Satisfying most
food requirements with imports is an option for the Gulf countries, but not
for a country of over 1.3 billion people. Such an enterprise would overwhelm
exportable surplus capacities on world markets. This is particularly true for
rice, China’s main staple food. Only a small proportion, 7-8 per cent, of global
rice production is traded across borders. The respective figure for wheat stands
at around 2021 per cent (Timmer, 2013; FAO, 2014). As a result of this lack of
liquidity it is difficult to balance rice supply shortages via trade and rice mar-
kets are prone to volatility. Rice production and consumption is also heavily
concentrated in Asia; India and China alone produce half of the global harvest,
mostly for domestic purposes.

Hence, self-sufficiency concerns are of great strategic significance to China.
Notwithstanding brutal policy blunders like the ‘Great Leap Forward’ famine
(1959—61) that cost the lives of 30—45 million people, agricultural develop-
ment issues have been deeply engrained in the mindset of the Communist
Party since it built its support base in rural areas that suffered from famines,
in the 1930s and 1940s. China has managed to increase agricultural production
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significantly since the reform era 0f 1978, yet it became a net importer of food in
2004. Rapid economic development and rising incomes have caused a dietary
change towards favouring meat consumption and dairy products. Population
growth has decreased due to the one-child policy, but it is still occurring and
in a country like China small relative increments still result in large absolute
numbers of additional mouths to feed. Further domestic production growth
proves challenging, as the north of the country suffers from water shortage and
land is lost to urban sprawl and ecological damage.

Demand for animal feedstock is now met to a large extent by imports. In the
case of soybeans the figure stands at over 70 per cent, mostly from the us and
Brazil (Sharma, 2014). In contrast, the Chinese government has been anxious
to maintain a high degree of self-sufficiency in grain production for human
consumption. It long regarded 95 per cent self-sufficiency and 120 million ha
of cultivated land as an absolute minimum. In 2008, China underlined this self-
sufficiency goal in its 20-year food security strategy, in which it ordained that
staple crops should be produced at home and outsourcing should be confined
to commercial crops like cotton and animal feedstock, similar to the aforemen-
tioned soybean imports (Cotula et al., 2009: 55). Cracks in this stance appeared
in 2014, when China maintained the self-sufficiency goal in principle, but for
the first time set grain production targets well below consumption levels,
eyeing a ‘stabilisation’ of production in 2020 at roughly 10 per cent below the
harvest of 2013. Instead, China now places greater emphasis on issues of food
safety and quality and the production of higher-value-added foods like meat,
vegetables, and fruit (Hornby, 2014).

Whilst China will always need to maintain a high level of self-sufficiency,
it has now braced itself for greater reliance on imported food. Due to its size,
a marginal increase in its demand has a considerable impact on world mar-
kets. This was demonstrated in the global corn markets of 2010-11, when China
caused a price hike after becoming a large buyer following a drought. China
holds the largest wheat stocks in the world, 31 per cent of the total. It has con-
siderable means to balance price fluctuations and to smooth its increased
engagement with world markets. In comparison, the Us holds only 12 per cent
of global wheat stocks, India 8 per cent, and the Arab world, as the largest
cereal-importing region, a relatively low 10 per cent (World Bank and Fao,
2012).

China’s ‘going global’ policy has had two decisive moments. First, policy
measures have been put in place—since 1999—to secure raw material supplies
for the country’s rapid industrialisation. Investments have focused on energy
and mining. Second, the introduction of agricultural subsidies in 2004 laid the
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foundations for increasingly profitable agribusiness. Responding to growing
fears of political instability, due to a widening gap between the countryside and
China’s booming urban centres, the central government in Beijing reversed the
practice of taxing agriculture shortly after 1 January 2006. China’s transforma-
tion from an agricultural to an industrial economy has gone hand in hand with
the decreasing economic (yet not strategic) importance of agriculture (Gale
et al., 2005).

Although the stimulus of 2004 only marginally affected agricultural output,
it offered new opportunities for the private sector. For example, the past ten
years has seen the rapid ascension of the Hong Kong-headquartered Noble
Group to its position as one of the world’s largest agribusiness companies.
Founded through a British businessman’s investment of USD 100,000 in 1987,
the company also trades energy and minerals and currently has similar rev-
enues to the Us agribusiness multinational Archer Daniels Midlands (ADM).
The growth pace of Noble is breathtaking. While its revenues were only usp
15 billion in 2007, they sextupled within six years to usp 98 billion in 2013
(Forbes, 2014; Stevens, 2007; South China Morning Post, 2012). China’s sover-
eign wealth fund, China Investment Corporation (cIc), holds 15 per cent of
shares in—what is referred to as—‘the company’ (Koons and Venkat, 2014).
However, yet another strategic public—private partnership was announced
in April 2014. Channelled through the state-owned China National Cereals,
Oils and Foodstuffs Corporation (COFC0) and private equity investment firm
HOPU Investment, a new joint venture between China’s public food com-
panies and Noble will see the establishment of Noble Agri Jv, giving cCOFco
and HOPU, collectively, 51 per cent of the shares while Noble retains 49 per
cent. HOPU Investment is owned by the infamous Chinese business tycoon
Fang Fenglei, who was previously Goldman Sachs’s Asia chief executive officer
(CEO). The rationale of this joint venture is to provide Noble with capital and
CcOFco with Noble’s downstream supply-chain knowledge and operations to
establish what, in due course, may become the world’s biggest global agribusi-
ness company. The new company intends to increase China’s access to agri-
cultural production regions and countries, such as Latin America and Russia,
as a first step. Other takeovers by Chinese companies in the food processing
and trading sector have included Tnuva, the Israeli cheese and consumer foods
supplier, us pork producer Smithfield Foods, the uk breakfast brand Weetabix,
and Australian winemaker Hollick. China is preparing to compete with the
Cargills and Nestlés of this world rather than just gobbling up farmland in
the upstream sector.

China has understood that strategic agricultural investments are necessary
to maintain its transition from an agrarian society to the potentially biggest
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economy in the world. To this end, Africa has played a prominent role as a
potential target region for supplies of agricultural imports.! Mostly state-
owned companies have made foreign agro-investments as part of this strategy;
focusing on industrial input factors such as, rubber, palm oil, or cotton but
avoiding investments in food crops. Insofar as they have aimed at food crops in
Africa, they have done so for local markets, not for export to China, since the
long distances, underdeveloped infrastructure, and lack of expertise amongst
Chinese state investors in downstream supply would make such exports pro-
hibitively expensive. For the stated strategic reasons, China has a preference
for domestic production of staple crops. However, this preference may have
to be modified in the coming years due to growing prosperity and China’s new
economic expansion policy.

China regards Africa as an important export market for corn and rice hybrid
seeds. In 2006, the Forum on China—Africa Cooperation in Beijing propagated
a spirit of ‘win-win cooperation’ in the field of agriculture and China pledged
to set up agricultural demonstration centres in Africa. It has also used agro-
investments as an instrument in its competition with Taiwan for diplomatic
recognition and as an ancillary tool for soothing concerns about Chinese infra-
structure and mining projects with high environmental impacts. Yet, China
has remained a minor investor, thus far taking a cautious approach to the
‘last frontier’ in global agriculture: sub-Saharan Africa. Apart from research
and development cooperation, China has not made great efforts to utilize the
continent’s potential ‘food bowls’ Beside Africa and Latin America, South-
East Asia has, for China, developed into an important procurement source for
industrial input factors such as rubber. Corresponding investments, whether
foreign or domestic, have led to a deep restructuring of land tenure systems.?

In general, Chinese foreign investments have been blamed for relying on
imported labour from China and on large-scale project designs, and for under-
mining environmental standards and offering limited benefits to target coun-
tries. While these reproaches may have merit in many cases, in others they
do not accurately reflect economic dynamics, which have been stimulated by
Chinese investments, and one is hard pressed to find differences with compet-
ing Western investment practices (Asongu and Aminkeng, 2013). Justified criti-
cism of such practices notwithstanding, some Chinese projects have a genuine
development motivation. China already undertook rice projects in Africa in
the 1960s that had a dedicated smallholder orientation. While the systems

1 This is not the case for China alone; Africa has played a similar role for other emerging
economies.

2 See Messerli et al., and Gironde and Senties Portilla in this volume.
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created by these projects fell into disrepair after the Chinese left, as relative
complexity and labour intensity affected project continuity, China is now try-
ing to breathe new life into such schemes.

In addition to the variety of qualitative aspects of Chinese investments, it
should be pointed out that a considerable discrepancy exists between media
reports on such investments and their quantitative extent in reality. This is
strikingly similar to the case of the Gulf countries, outlined above. By 2012
only a few Chinese agro-investments in Africa above 5,000 ha had been imple-
mented and none at all in the large scale bracket above 10,000 ha (Brautigam,
2013). However, the advent of ‘China Ag Corporation’ triggered by a new growth
strategy implemented through strategic investments in ‘the company’ (Noble)
may alter this approach in the coming years.

5 Policies of Host Country States

If governments in the Gulf and China have tried to foster investments in foreign
agricultural value chains, governments of host countries have also enacted pol-
icies that affect this investment drive. Three different investment targets have
been discussed in this article: a) companies in developed markets that focus on
upstream value chains like input procurement, food processing, and trading;
b) greenfield investments in agricultural land in developing countries; and
c) agricultural investments in developed markets, often brownfield. Depending
on the nature of the investment, policies in host countries vary.

Value chain investments in developed markets are less emotionally charged
than land investments in developing countries. Often they have taken the form
of smooth ownership transfers like the aforementioned Chinese acquisitions of
Tnuva, Weetabix, and Smithfield. On other occasions they have raised strategic
concerns, even though food processing and trading companies are less likely
to be identified as strategic industries than are energy or high tech companies.
The Australian government blocked a takeover of the grain trader GrainCorp
by us based ADM in 2013 citing national interest and food security concerns
(Scott and Behrmann, 2013). Australian BHP Billiton’s attempted hostile take-
over of Canadian fertiliser producer Potash Corp. in 2010 and a potential coun-
ter bid from Chinese state-owned Sinochem stirred protectionist sentiments
in Canada (Massot, 2011). How SWFs and state-owned TNCs are perceived has
changed since the mid-2000s when Western countries were concerned about
the political influence of foreign governments on their economies. Since then,
SwFs have subscribed to the Santiago Principles, an 1MF-sponsored public
outreach exercise that aims to alleviate concerns over transparency issues.
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SwWFs also have become welcome providers of capital in the wake of the global
financial crisis of 2008. Currently they are rather perceived as normal market
participants, but a renewed wave of protectionist sentiment cannot be ruled
out given the shifts in global food markets and the magnitude of global finan-
cial imbalances, where government-owned entities in the Middle East and
Asia hold large assets in OECD countries (Woertz, 2012a).

Land investments in developing countries are the most controversial of the
three types of investments. Cash-strapped governments in host countries have
tried to attract them as they are in need of capital imports and have hoped
for agricultural development-led industrialisation (ADLI) (ECOSOC, 2007).
Ethiopia and Cambodia for example have tried to lure foreign investors with
the use of bespoke investment agencies, and favourable laws and taxation
regimes (Shepherd, 2012; Shepherd, 2013). However, large-scale greenfield
projects have often met with bottom-up resistance from small-scale farmers
and holders of customary land rights who stand to lose from such initiatives.
Together with political instability in many target countries, this has affected
the calculations of potential investors and has contributed to a pronounced
implementation gap in this investment category.

Land investments in developed agro-markets, the third category, have
met with a different set of challenges. Governments of these host countries are
also keen to foster agricultural exports, but on their own terms by leveraging
their market position and limiting foreign ownership of land. Thailand only
allows agricultural investments if there is a Thai majority partner, Brazil has
limited large-scale landownership by foreigners out of fear of Chinese acquisi-
tions, and Australian politicians have mulled over similar steps (Woertz, 2013).
Such assertiveness is also reflected in the politics of agro-exporters—Ilike
Brazil, Thailand, Canada, South Africa, and Australia—at the wto, where they
have formed the Cairns groups in order to lobby against agricultural subsidies
in the us and the EU, which they regard as elements of unfair competition
(Weis, 2007).

Russia and the South-East Asian rice exporters provide examples of how
newly emerging agro-exporters are trying to leverage their market positions,
which could prove to be to the detriment of importer nations. Russia is an
importer of fruit, vegetables, meat, and dairy products, but it has become a
major grain exporter again, as it was in the nineteenth and early twentieth cen-
turies. At the turn of the millennium, Russia’s global wheat market share was
still as low as 0.5 per cent. Within only ten years, Russia increased its market
share to 13.8 per cent and some expect it to become the largest wheat exporter
worldwide by 2019 (Pall et al., 2011). Yet, there is uncertainty about these esti-
mates because rain-fed harvests have been volatile and Russia’s agricultural
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sector continues to be hampered by inefficiencies resulting from poor gover-
nance. Similar to China, yet differently conceived, Russia has begun to stra-
tegically subsidise and de-tax its agricultural sector. To this end the Russian
government has adopted the State Program for Development of Agriculture
and Regulation of Agricultural Commodities Markets for the period 2013—2020
(Vassilieva, 2012b).

The Russian government has sought cooperation with neighbours Ukraine
and Kazakhstan on grain marketing, which has caused concerns about cartel-
like price fixing. On the other hand, Russia has offered Egypt and Algeria subsi-
dised wheat below world market prices (Pall et al., 2011). These political moves
echo Russia’s plans to use food as a bargaining chip to expand its geopolitical
sphere of influence. Through Russian presidential decree no. 290 of March 20,
2009, the United Grain Company (UGC) was established to strategically handle
food trade logistics. UGC has since acted as the intermediary agent between the
state’s interests in domestic and international agricultural relations (Vassilieva,
2012a). In 2010, President Medvedev decided that uGc would have to be partly
privatised by 2012 in order to inject more capital. Despite widespread Western
interest in purchasing shares of the company, the investment group Summa,
owned by the business tycoon Ziyavudin Magomedov, acquired 51 per cent of
the shares of UCG to take over the company. As a strategic objective, UCG has
formed joint ventures with companies in East Asia to increase its market share
there, namely in China, Taiwan, and Japan (Bloomberg Business, 2015). Similar
to its energy giant Gazprom and with the core objective to look east, Russia’s
agricultural expansion plans eye Eurasian investments aided by strategic
public—private joint ventures.

At the height of the global food crisis of 2008 five rice producers in South-
East Asia—Thailand, Vietnam, Cambodia, Laos, and Myanmar—contemplated
forming the Organisation of Rice Exporting Countries (OREC). Although
Thai prime minister Samak said, ‘We don't aspire to be like Organization
of the Petroleum Exporting Countries (OPEC), the mere contemplation of
OREC sent shockwaves through rice importing countries like the Philippines
and Indonesia, which feared cartel-like price fixing. Thailand and Vietnam
alone accounted for half of globally traded rice exports at that time (Brummer,
2011). Cartels usually struggle with internal discipline and can overpower
market forces only for a limited time. So far no formal organisation has been
established. The website of OREC appears rudimentary® and there have
been no new posts since early 2013, which would hint at limited activity. In
contrast to 2008, rice markets are now well supplied. Thailand grapples with

3 Available at http://www.orecinternational.org/ (accessed on 2 April 2015).
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overcapacities that go back to a subsidy programme launched in 2011 that paid
farmers above world market prices. It was terminated in 2014 after losses of
more than $18 billion and widespread accusations of corruption. If a future
OREC served as an intergovernmental rice traders’ association, as a lobbying
arm to reduce rice trade restrictions in Asia, or as a coordinator of regional
buffer-stocks instead of as a cartel, it might have a beneficial impact (Brummer,
2o1). Yet the mind games surrounding its attempted formation show how food
exporters seek to benefit from the changing global food system and the grow-
ing interest from food importer nations in their production capacities.

6 Conclusion

States as actors in global food supply-chain investments and trade is a topic
that has attracted increasing interest in the past few years. ‘Security mercan-
tilism’ is far more complex than land acquisition processes. While much of
the literature has focused on ‘land grabbing’ by foreign states in developing
countries, this chapter offers a different perspective by placing the interests
of states into the context of twenty-first century food politics. It sheds light on
a new, and as yet under-researched, period of globalisation. Emerging econo-
mies in Asia seek to brace themselves and to challenge the Western world in
its hegemony over food production and virtual water trade. These strategies
involve sophisticated public—private joint ventures in the respective national
interests. The economies analysed differ substantially in their approach to
‘security mercantilism’. The defining moment for policy changes was the food
price spikes of 2007-08, after which new strategies were conceived in order
to gain independence from Western food trade. While the Gcc opted for the
unsuccessful revival of the ‘dream’ of a Sudanese ‘breadbasket, China stra-
tegically channelled capital into the agro-industry to copy the model of the
West. New agro-exporters like Brazil, Russia, and Thailand on the other hand
sought to influence the changing landscape of food trade to their advantage,
by leveraging pricing power and putting ceilings on foreign ownership. Asia
will be the most crucial area for the demand side of food politics in the twenty-
first century both due to its dominant share of future economic growth and
because of the changing diet of its citizens. It will rival the MENA region, which
is currently still the largest net-importer of cereals globally. While it remains
an ongoing process, Asian economies have begun to prepare themselves to
inverse power relations within the food globalisation process. Therefore, it can
be concluded that the politics of food will define the first half of the twenty-
first century in no minor way.
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CHAPTER 3

The Role of Property Rights in the Debate on
Large-Scale Land Acquisitions

Olivier De Schutter

Abstract

The initial reaction to the sudden increase in large-scale leases and acquisitions of
farmland in developing countries has been to promote titling schemes, allowing land-
users, often poorly protected under customary forms of tenure, to be recognised as
fully fledged owners of their land—allowing them to decide whether to sell, to whom,
and under which conditions. This chapter places this transformation in a historical
and global perspective. It recalls why titling was advocated in the 1990s as a develop-
ment tool, and why—during the mid-2000s—doubts began to emerge with regard to
such an approach. It then reviews alternatives to the simple transposition of Western
conceptions of property rights; alternatives that may better serve the needs of rural
households currently facing the threat of eviction and displacement, as a result of the
race for farmland that we have witnessed in recent years. The chapter notes the impor-
tance of avoiding confusion between the need to ensure security of tenure, on the
one hand, and the creation of markets for land rights on the other, the latter of which
processes—when considered in a dynamic perspective—may not be advantageous to
the poorest rural households. For these households, which depend on agriculture
for their livelihoods, true security of tenure ultimately should be understood as the
right to live decently from the agricultural activities that feed them.

1 Introduction

We have witnessed in recent years an unprecedented rise in the sale or lease
of large areas of farmland, particularly in developing countries. The regions
concerned are those where both land suitable for cultivation and water are
abundant, the workforce is cheap, and access to global markets relatively easy.
The investors are either the local elites or, increasingly, foreign investment
funds or agribusiness corporations. But they also include the governments of
cash-rich but resource-poor countries seeking to outsource food production
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in order to ensure a stable and reliable supply of food for their populations
(Haralambous et al., 2009; Cotula et al., 2009; Deininger and Byerlee, 2010;
Kugelman and Levenstein, 2009; Center for Human Rights and Global Justice,
2010). Of course, the recent wave of large-scale acquisitions or leasing of farm-
land is not entirely unprecedented. But the speed at which the phenomenon
has been developing recently and its overall scope are. In addition, the signifi-
cance of this current surge is different from what was seen in the past: in many
cases, rather than investing in countries that present certain comparative
advantages in agriculture in order to supply international markets at the most
competitive conditions, the buyers or lessees of land seek to ensure access to a
stable supply of agricultural commodities in order to circumvent international
markets, which have become increasingly unreliable. A global market for land
and water rights is thus rapidly taking shape (Mann and Smaller, 2010).

The main problem, as many commentators see it, is that in many of the
regions targeted by these new investments, the rights of land users are not
properly secured. As a result of systems of tenure inherited from colonial rule,
much of the land in rural areas is formally owned by the government, and land
users have no property titles on the land they cultivate. This situation creates
legal uncertainty. It also implies that land users will not have access to legal
remedies, and will not receive adequate compensation if they are evicted from
the land they cultivate, for instance after their government has agreed that for-
eign investors may take possession of the land.

The answer to the threat of ‘land grabs), it would seem then to follow, is to
strengthen property rights, or to transform informal use rights into formalised
property rights. Titling schemes could be implemented in order to protect land
users from the risks of unjustified eviction or eviction without fair compen-
sation. Titling their property would allow land users to decide under which
conditions they want to sell, and to whom, and would ensure that if their land
is taken by the government for reasons of public interest, they will have access
to courts in order to challenge the conditions under which this expropriation
has taken place. This is the approach that characterised the 2001 Land Law
(No. 197/C) in Cambodia, for instance, which allowed for the registration of
property rights that had been enjoyed in peaceful, uncontested circumstances
for a period of at least five years, while at the same time defining ‘state public’
and ‘state private’ property and imposing a prohibition on the sale or exchange
of the former—that is, state property that serves a public purpose (Art. 15)
(Special Rapporteur on Adequate Housing, 2006).

We now understand that such an approach underestimates the challenges
associated with the commodification of land rights: the rolling out of rural
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property titles in Cambodia launched in 2012, combined with the ‘Leopard-
skin strategy’ in the country (in which smallholder farming is supported along-
side economic land concessions), testifies to the shift that is now taking place
(Miiller, 2012; Dwyer, 2013 and 2015). This chapter places this transformation
in a historical and global perspective. Section 2 recalls why titling was advo-
cated in the 199o0s, initially to accelerate the transition to market economies
in Eastern Europe, but also as a development instrument, and why—a decade
later—doubts began to emerge. Section 3 reviews the debate on the pros and
cons of titling, illustrating why some of the hopes that were raised about this
approach led only to disappointment. Section 4 turns to alternatives to the
simple transposition of Western conceptions of property rights; alternatives
that may better serve the needs of rural households that are currently facing
the threat of eviction and displacement due to the race for farmland that we
have witnessed in recent years. Section 5 provides a brief conclusion.

2 A Brief History of Titling: Its Rise and Fall

Though land registration processes have a long history (Place, 2009; Colin and
Woodhouse, 2010), the belief that such processes can form the central compo-
nent of development strategies is more recent. It emerged first with the large-
scale and rapid privatisation of the formerly socialist economies of Central
and Eastern Europe. In 1993, the World Bank presented a report entitled
Housing: Enabling Markets to Work, in which—while it warned against costly
titling programmes—it underscored the importance of ‘systems of property
registration and titling and workable systems of foreclosure and eviction, as
these were considered ‘necessary to ensure the collateral security of mortgage
loans’ (Mayo and Angel, 1993, 46). The emphasis in that report was more on
ensuring security of tenure than on titling as one means of achieving it, but it
did include a strong recommendation for the removal of any restrictions on
the emergence of a market in property rights over land (Mayo and Angel, 1993,
17; and see Feder and Feeny, 1991). USAID first supported programmes for the
privatisation of land and titling in Russia in 1994, with the purpose of sup-
porting the Russian authorities in creating real estate and land registries and
clarifying ownership rights, first in a number of ‘hub’ cities and then in larger
areas, including the rural areas. Then, in 1998, a major titling programme was
launched in Peru, with Hernando de Soto’s Institute for Liberty and Democracy
(1LD) in the leading role. That programme inspired de Soto to publish his most
important book, The Mystery of Capital, in which he attributes the failure of
developing countries to grow to undeveloped property regimes (de Soto, 2000).
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The book also placed the ILD on the map as the most effective advocacy organ-
isation for titling and the clarification of property rights.

The promoters of titling programmes and land registration schemes see
them as presenting a number of advantages. First, and perhaps of most direct
relevance here, the security of tenure favoured through titling should encour-
age individual landowners to make the necessary investments in their land,
thus improving their living conditions and, in rural areas, enhancing the pro-
ductivity of the cultivated plot: the occupants, it is supposed, shall not invest
in their land unless they are certain to be protected from the risk of losing
it. In addition, as emphasised by de Soto, titling of their property allows the
owners to mortgage their land, and thus to obtain access to credit, allowing
them to make such investments. Thailand was seen as proof of this process: up
to 50 per cent of rural households, having benefited from registration of their
property rights, were able to obtain access to credit, leading to what de Soto
calls the ‘capitalisation process’ (Feder et al.,, 1988). This process transforms
‘dead (physical) assets'—‘where assets can not be readily turned into capital,
can not be traded outside narrow local circles where people know and trust
each other, can not be used as collateral for a loan, and can not be used as
a share against an investment'—into live capital, which can be mobilised for
investment (de Soto, 2000, 6). The World Bank notes, referring to a study by the
McKinsey Global Institute on the conditions of growth in India:

With fewer assets in the formal sector, more entrepreneurs are excluded
from using property as a collateral, and less credit is allocated. The pos-
sibility of getting loans is the only reason to take on the daunting task of
registering in some countries [...] But when it is too difficult, few bother.
Entrepreneurs will invest less if their property rights are less secure.
Inefficient registration is associated with lower rates of private invest-
ment. And it leads to lower productivity, since it is harder for property to
be transferred from less to more productive uses. The result is slower
growth. One study estimates that restrictive land market regulations cost
1.3% of annual economic growth in India. (World Bank, 2004a, 40; see
also World Bank, 2004b, 78)

The contribution of titling to access to capital can operate directly, as regis-
tered property can be used as collateral to obtain credit. But it can also operate
indirectly, as a signalling device that provides information about the trustwor-
thiness of the borrower: recent research in Indonesia illustrates this by relat-
ing titling to the practice of local banks, who tend to see titling of property as
proof that the household will be able to repay the loan, independently of the
use of the property as collateral (Castafieda Dower and Potamites, 2012).
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Second, the clarification of property rights should encourage the emergence
of efficient land markets: lowering transaction costs, it is supposed, shall result
in the land going to the most productive user, thus maximising the productiv-
ity of land as an economic asset (Feder and Noronha, 1987). The World Bank
notes, thus, that ‘secure and unambiguous property rights [...] allow markets
to transfer land to more productive uses and users’ (World Bank, 2007, 138).
The intellectual roots of this argument can be found in the work of Ronald H.
Coase, according to which if transaction costs are low enough (and, ideally,
reduced to zero), the freedom of transactions shall result in solutions that
are most economically efficient (Coase, 1960). The basic reasoning is simple
enough: buyers of property will pay the price they considers reasonable, taking
into consideration the streams of income that are expected to flow from mak-
ing productive use of the assets acquired; therefore, if such assets are trans-
ferred to the highest bidder, as an efficiently functioning market for property
rights should allow, they should ultimately be captured by the economic actors
who can use them most productively, thus contributing to general economic
growth.

Third, the clarification of property rights and the development of markets
for land rights should attract foreign investors. This is why the Doing Business
rankings of the World Bank, which use a series of indicators to measure the
quality of the ‘investment climate’ of the countries surveyed, include among
their criteria the time and cost of transferring a property title from one seller
to the buyer—from the moment the buyer has a copy of the seller’s title to the
moment when the transfer is opposable to third parties, so that the property
can be resold or used as collateral when approaching a bank (Chavez Sanchez
etal., 2014). The 2014 edition of the Doing Business annual report—the eleventh
of the series—found that over the period 2008—2013, 9o economies undertook
124 reforms increasing the efficiency of property transfer procedures, though
some regions remain far behind. The easier it is to register property rights, the
faster and the cheaper the procedures are for transferring property rights, and
the more investors will be willing to enter the country concerned and thus, it
is hoped, to contribute to its development (although the automaticity of this
relationship has of course been questioned; see De Schutter et al., 2012).

Fourth, the formalisation of property rights over land allows public authori-
ties to increase their tax revenues, and where necessary to deliver certain pub-
lic services that depend on fees being paid by the users. As de Soto remarks,
once they are formally registered, assets provide ‘an accountable address for
the collection of debts and taxes’ as well as ‘the basis for a creation of reli-
able and universal public utilities’ (de Soto, 2000, 6). The two arguments are
combined where public services are provided against the payment of users’
fees: only where users have registered property can they be taxed (preferably,
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at a rate that will depend on the value of the property that they own) in order
to finance the provision of water, telephone lines or electricity to the areas in
which they live. For cash-strapped countries, struggling to provide basic infra-
structure to their populations in large part due to their inability to collect taxes
efficiently, this is not of minor significance.

Yet despite these apparently powerful arguments in favour of titling pro-
grammes, doubts have emerged in recent years. As more lessons could be
drawn from a series of titling programmes implemented in the developing
world during the 1990s, a number of ambiguities gradually came to the sur-
face. A turning point was the establishment, in 2005, of the Commission for
the Legal Empowerment of the Poor (CLEP). Launched at the initiative of a
range of governments from different regions, working together with the United
Nations Development Programme (UNDP) and the United Nations Economic
Commission for Europe, the CLEP was established under the co-chairmanship
of Hernando de Soto and Madeleine Albright. It was tasked with studying the
relationship between ‘informality’ and poverty. The concept note presenting
the initiative states:

One of the staggering facts about poverty, which is not addressed explic-
itly in the MDGs, is that the vast majority of the world’s poor live their
daily lives in what is often referred to as the informal or extralegal sector,
often excluded from the benefits of a legal order. [The work of Hernando
de Soto shows that] legal exclusion, in the sense that the assets and trans-
actions of the poor are not legally protected and recognised, produces
and reproduces poverty throughout the developing world and in former
communist societies (CLEP, 2005, 3-4).

The process of ‘capitalisation’, through which ‘dead capital’ is brought to life,
was central to the inquiry of the commission. Indeed, to many, the CLEP was
seen as an opportunity to validate the findings of Hernando de Soto and his
conclusion that underdevelopment had much to do with the failure to estab-
lish reliable systems for property rights through the registration of assets,
especially immovable assets. It therefore came as a surprise to most that, when
it presented its final report in June 2008, the CLEP felt compelled to note a
number of problems associated with titling schemes. The CLEP referred to the
risks associated with ‘elite capture’: ‘/[iJn many countries, it noted, ‘speculators
pre-empt prospective titling programmes by buying up land from squatters at
prices slightly higher than prevailing informal ones. Squatters benefit in the
short term, but miss out on the main benefits of the titling programme, which

Christophe Gironde, Christophe Golay and Peter Messerli - 978-90-04-30475-8
Downloaded from Brill.com02/15/2019 04:18:52PM
via Bibliotheque de Geneve, Bibliotheque de I'Universite de Geneve, IHEID Graduate Institute Geneva and Universite de Geneve



THE ROLE OF PROPERTY RIGHTS IN THE DEBATE 59

accrue to the people with deeper pockets’ (CLEP, 2008, 80, citing Platteau, 2000,
68; on the risks of elite capture, see also Firmin-Sellers and Sellers, 1999). The
commission also identified, as one of the failures of titling programmes as they
had been implemented in the past, that these programmes tended to neglect
the role of collective rights and of customary forms of tenure: such forms of
tenure, the commission conceded, could be highly legitimate and effective in
guaranteeing security of tenure (CLEP, 2008, 52).

The cLEP concluded that the benefits of titling schemes may have been
exaggerated in the past, and that it may be inappropriate to simply transplant
the Western concept of property rights into the legal systems of developing
countries, the legal traditions and needs of which may be markedly different:

Promoting a truly inclusive property-rights system that incorporates
measures to strengthen tenure security requires learning from the mixed
experience with past individual titling programmes. To ensure protection
and inclusion of the poorest, a broad range of policy measures should be
considered. These include formal recognition, adequate representation,
and integration of a variety of forms of land tenure such as customary
rights, indigenous peoples’ rights, group rights, and certificates. Success
depends greatly upon comprehensively reforming the governance sys-
tem surrounding property rights [...] These systems need to be accessi-
ble, affordable, transparent, and free from unnecessary complexity.
Above all, the poor must be protected from arbitrary eviction by due pro-
cess and full compensation (CLEP, 2008, 65).

These statements are significant, both because the initial bias of the cLEP
clearly was in favour of following de Soto in his optimistic views about the
virtues of titling, and of course because—although not a member of the work-
ing group on property—he was the co-chair of the commission. But the con-
clusions of the cLEP were foreshadowed by a number of studies published in
the interim, after the first large-scale titling programmes had been launched
(Firmin-Sellers and Sellers, 1999; von Benda-Beckmann, 2003; Unruh, 2002).
Indeed, the World Bank itself noted in 2006 that ‘most policy analysts now
no longer simply assume that formalization in a given context necessarily
increases tenure security, and leads to collateralized lending. The original
assumptions have now become questions for empirical research’ (cited in
Payne et al., 2007, 3). The next section summarises some of these findings that
instilled doubt about titling programmes being the magic bullet they once
were thought to be.
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3 Why Titling Isn’t a Magic Bullet

Why might titling programmes fail? And why is it that, after ten years during
which such programmes were actively promoted and supported by all develop-
ment actors, they now are heavily contested and have become a battleground
for a highly ideological debate?

31 The Two Faces of the Commodification of Land
A major factor explaining this development is that the arguments that are put
forward in defence of land registration and titling have been, from the very
start, inherently contradictory (Table 3.1). These arguments have been sum-
marised above. They follow two separate logics that run in opposite directions.
On the one hand, the clarification of property rights was to provide security
of tenure: to allow slum dwellers to be recognised as owners of their home in
the informal settlement where they are staying, or to allow those operating
small farms to be protected from eviction from the land which they cultivate.
On the other hand, however, the clarification of property rights was justified
by the need to establish a market for land rights, allowing a more fluid transfer
of property rights—a lowering of transaction costs increasing the liquidity of
these markets. The expansion from the former conception of ‘security of ten-
ure’ to include the latter appears in a 1987 study by two authors from the World
Bank, where they note that ‘the ability of an occupant to undertake land trans-
actions that would best suit his interests’ should be considered part of ‘security
of tenure’ (Feder and Noronha, 1987, 159). Yet, the contradiction between these
two objectives becomes clear once we realise that the commodification of
property rights can be a source of exclusion and increase insecurity of tenure.
Such exclusion may occur by means of any of four mechanisms. First, as
already noted, the process of titling itself may be captured by the elites—in
addition to the risk of ‘pre-emptive speculation’ noted by the Commission on
the Legal Empowerment of the Poor, titling schemes may be manipulated or
tainted by corruption; or the formalisation of property may be too costly or
complex for the poorest segment of the population to benefit. Second, once
property has been formalised and land demarcated, taxes may be imposed,
and more easily collected, by public authorities. This may present an oppor-
tunity to better finance public services, as noted above. But it may also have
exclusionary effects: it may occur that the poorest are not able to pay those
taxes and are forced to sell off their land as a result. Third, whether to pay those
taxes or to make the necessary investments in their houses or on their culti-
vated lands, the poor (who by definition have no capital of their own) shall
be tempted to mortgage their land in order to have access to credit. But even
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if this works—even if, that is, lenders are willing to provide loans—the risk
is that the debts will accumulate, and that the land will finally be seized by
the lender: the commodification of land, in such a case, shall have made the
loss of land possible, rather than protecting the land user from such a risk.
Fourth, the rural poor may be tempted to sell off land in order to overcome
temporary economic hardship such as a bad harvest or a fall in the ‘farm gate
prices’ received for their crops. In its 2003 report on land rights, the World Bank
clearly recognised that land markets could encourage such ‘distress sales’, thus
potentially increasing insecurity of tenure, rather than reducing it (Deininger,
2003, 96—98; see also Cousins et al., 2005, 3).

This risk, it is worth noting, should not be seen as failure of the system, or
as a problem that should be remedied in order for the system to proceed more
smoothly. Instead, it is inherent in the very process of commodification of prop-
erty rights that gives property its value. It has been written that, in de Soto’s
view, the problem of informal forms of tenure is not so much too little security
of tenure, but instead too much: the problem of ‘dead capital’ is that is cannot
be lost, because it cannot be sold or mortgaged (Mitchell, 2006, 7). Indeed, de
Soto is explicit about this, noting that one of the benefits of formal property sys-
tems is that they make people ‘accountable) encouraging people ‘in advanced
countries’ to ‘respect titles, honor contracts, and obey the law’, because of ‘the
possibility of forfeiture’ (de Soto, 2000, 55-56). In other terms, the counter-
part of the improved security of tenure that formalisation of property allowed
was the insecurity resulting from the possibility of losing property—whether
because the household finds itself unable to reimburse the lender after having
mortgaged the land, because the level of taxes makes paying those taxes unaf-
fordable and forces the family to leave, or (where rural farming households
are concerned) because the household finds it impossible to expand its prop-
erty following the speculation fuelled by the titling process, and thus cannot
achieve the economies of scale required to be competitive on the markets.

Nor was this permanent balancing between providing more security and
introducing insecurity the only ambiguity inherent in titling programmes.
Another results from the fact that the prescriptions were designed for urban
populations (de Soto mostly wrote with the slum dwellers of Lima in mind),
yet were transposed, with rather little reflection, to the registration of property
in rural areas. The relationship to landed property is very different for each
of these groups, however. Real property, for the urban poor, primarily ensures
adequate housing. For the rural poor, land is a factor of production: the most
important input to the farming upon which they depend for their livelihoods.
The stakes are thus much higher for the rural poor. For urban dwellers, being
priced out of certain gentrified neighborhoods means having to move to places
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TABLE 3.1  Contradictory arguments in favour of titling programmes

Titling as a means of ensuring security of ~ Titling as commodification of property rights

tenure
— Protect land users from eviction — Ensure land goes to the highest bidder,
presumed to be the most efficient user
— Encourage land users to invest in — Ensure registered owners can be taxed
their property to increase its long- to finance public services—if they can
term value afford it

— Allow land users to use land as
collateral in order to have access to
credit, bringing ‘dead capital’ to life

SOURCE: AUTHOR.

that are located further from employment opportunities or less well covered
by public services. But for smallholders who lose the land that they cultivate
and lack the education and training necessary to take up jobs in industry or
the service sector (provided such jobs exist) this means losing everything: what
threatens them if they lose land is a fall into the most extreme poverty. Like the
urban poor, rural farming households may benefit from the improved security
of tenure that is allowed by the registration of property; but the costs of the
insecurity referred to above may also be particularly high for them.

One way of framing this discussion is to distinguish between a static analy-
sis (attentive to the immediate or short-term impacts of the formalisation
of property rights) and a dynamic perspective (attentive to the longer-term
impacts). The commodification of land rights, which is often seen as being an
inherent quality of registration processes, may benefit land users in the short
run, as the assets they ‘own’ (and shall henceforth be recognised as owning)
can be transformed into capital, increasing their value. But whether or not
they benefit in the long run will depend on the range of conditions that will
either allow them to seize the opportunities this creates for them, or instead
increase their marginalisation further. Why this possibility of marginalisation
should exist becomes clear when we consider the consequences of treating
land as a tradeable asset.

3.2 Land as a Tradeable Asset in a Dynamic Perspective
Will the registration of land allow small-scale farmers to have access to
credit, and thus to improve their productivity? The short answer is that it will
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only do so under a specific set of circumstances, including the existence of
a network of credit institutions that can provide loans suited to their needs
(Bruce and Migot-Adholla, 1994; for a literature review see Place, 2009). But
establishing such institutions shall not suffice, unless complementary mea-
sures are adopted. Lenders typically will have no interest in accepting as col-
lateral a parcel of land that is too small in size to be of interest to commercial
investors, or that cannot be easily resold because of the resistance of the com-
munity to the arrival of an outsider (Smith, 2003, 214); and smallholders them-
selves may be too risk-averse to take loans, particularly if the consequence is
that they may loose their land through foreclosure (Platteau, 2000, 59; Shipton
and Goheen, 1992, 317).

Even more troubling is the fact that where titling schemes have been imple-
mented, they have often led to increased inequalities, making the poorest even
worse off. More than a decade ago, Berry already noted that ‘in country after
country, when land has become valuable enough, the powerful have pushed
the weak off what land they had’ (Berry, 2001, 130). This is true to the extent that
the national elites, who have superior purchasing power, may emerge victori-
ous from the auctioning of land that titling schemes in fact lead to. As noted
by Geoffrey Payne et al. (2007, 9), ‘the provision of titles may actually reduce
security for both tenants and newly titled owners, given the attraction of the
suddenly enhanced values of their assets to higher income groups or others
with the motives and ability to take advantage of the changed tenure status’
Because land in general cannot be used twice as collateral, first in order to
purchase and then to acquire the working capital required, access to credit by
mortgaging land is in fact only a means of improving the productivity of rela-
tively large plots of land or of those who have access to other forms of capital
beyond land; it hardly benefits those who have nothing but a small parcel of
land that increases in value. Inequalities may increase, rather than be reduced,
as a result.

This effect may be further strengthened where investors from abroad
seek to acquire large areas of land in order to develop agriculture for export,
and are encouraged in their quest by the creation of a market for land rights. As
such markets develop, speculation over land increases, and so does land con-
centration: foreign investors are mostly interested in developing large-scale
plantations that are relatively non-labour-intensive and contribute relatively
little to rural development (De Schutter, 2011); and conflicts over land increase
as land becomes a valuable asset (Amanor, 2012). This is particularly problem-
atic in contexts where the distribution of land is already unequal, because in
such contexts access to land—and not merely security of tenure, which in itself
may in fact simply confirm existing inequalities—should be a priority for the
landless or quasi-landless rural poor. Yet, as acknowleged by Klaus Deininger,
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a lead economist at the World Bank, in the absence of outside support, ‘the
purchase market does not operate as a mechanism of land access for labour-
abundant, capital-constrained households’ (Deininger, 2003, 114).

The further markets for land rights develop, the more there is a risk that the
price of land shall increase as a result of speculation. Speculation means that
capital that could be put to productive uses, for instance for creating employ-
ment, will be immobilised. Even if we hypothesise that the ‘speculative’ part
of price-setting can be separated from the ‘market’ price, the price of land fol-
lowing titling shall increase, by at least 25 per cent according to most stud-
ies available (Payne et al., 2007, 15-16). In principle, that represents a benefit
for those who can register their land. But things look quite different when
examined in a dynamic perspective: the poorest households may in fact be
tempted to sell their land either to overcome a temporary shock or to profit
from the opportunity resulting from sudden increases in the price of land, only
to discover that the prices of other parcels too have become unaffordable, as
the increased price of titled land creates ripple effects making all land more
expensive (Payne et al., 2007, 16).

The speculation on land that follows registration processes, leading to
inflated prices for land, leads one to question not only the de Soto hypothesis
according to which such processes should benefit the poor by allowing them
to use their (until then ‘dead’) assets as capital, but also the Coase hypoth-
esis, which anticipates that, as markets for land rights develop, land will go
to the most ‘productive’ users. As we have seen, these two narratives to a cer-
tain extent contradict each other: whereas the latter emphasises the benefits
to the poor of the formalisation of property rights, the former emphasises
property’s contribution to economic growth when in the hands of the most
efficient actors. Yet, remarkably, both these narratives fail to take into account
the impacts that result from the highly unequal distribution of purchasing
power in many of the societies where such formalisation processes take place.
One implication of speculation over land is that the poorest landowners will
be priced out of land markets, and that even those who manage to register
their property may soon lose it, as a result of incurring unsustainable debts
or because they seek to benefit from the ‘windfall’ effect that follows. Another
implication is that where land is transferred it does not necessarily go to the
most productive user, thus leading to efficiency gains and improving average
productivity; rather, it goes to those who have the strongest purchasing power.
Indeed, as interest for agricultural land has been rising significantly in recent
years, the risk of the poorest being priced out of increasingly speculative land
markets is higher now even than in the past.
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3.3 The Opportunity Costs of the Registration of Land Rights

A different set of questions arises once we examine the impacts of the formali-
sation of property rights and land registration for the rural dwellers who have
no access to land before the titling process, and are therefore entirely depen-
dent on their labour as a source of income. Titling is generally defended on
the grounds that it will support the poor, and small-scale farmers in particular,
since the registration of the property that they own de facto shall allow them to
unlock their productivity potential (Deininger and Binswanger, 1999; Platteau,
2000, 51-74). What generally fails to be mentioned, however, is that registration
also gives a premium to those who already occupy land, making entry into land
markets more difficult for the landless. Land registration may benefit the rela-
tively better-off, who have some land and may hope to improve its productiv-
ity by making the necessary investments; it is not a means of ensuring access
to land for those who have none, who should instead be supported by grants
(Deininger, 2003, 96). In that sense, titling may be said to constitute a transfer
of wealth from the landless to those who occupy land, and from the next gen-
eration to the present one: as titling increases the market value of land, land
will become less affordable for the poorest part of the population or for new
entrants to the land markets, for whom access to land—not just the consolida-
tion of unrecognised property rights—is vital. This consequence is, of course,
particularly disturbing where inequality in the distribution of land is greatest,
and where the population comprises a large number of landless rural workers,
or small-scale farmers who must rent the land that they till and may not be
able to afford higher rents (Payne, 1997, 46).

3.4 ‘Clarifying’ Property Rights and Competing with Customary Forms
of Tenure

A final ambiguity stems from the terms ‘clarification’ and ‘formalization’, which
are used to refer to the improvements to property rights regimes that titling
should allow. The purpose is, ostensibly, to confirm existing use rights. But
these use rights are often complex. It is not unusual for conflicting claims to
exist over any piece of land. And there are various types of land users, not all
of who are ‘dormant landowners’ awaiting an opportunity to register the land
they occupy.

Moreover, prior to the formalisation of property rights through titling, ten-
ure generally is regulated by custom, which is often highly legitimate and, as
recognised by an influential report authored in 2003 by Klaus Deininger for
the World Bank, can ensure a high level of security of tenure (Deininger, 2003,
53) and deliver the same services as formalised property rights, including by
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favouring in certain cases efficiency-enhancing exchanges (Deininger, 2003,
31-32). Research has highlighted that, in fact, traditional (or customary) sys-
tems of tenure in many cases allow for the individualisation of ownership, and
that even where communal ownership subsists, such systems allow for cultiva-
tion and possession to remain with individual households (Feder and Noronha,
1987). The superimposition of titling on these pre-existing, customary forms of
tenure may result in more conflicts rather than in more clarity, and in less secu-
rity rather than in improved security (Toulmin and Quan, 2000). In addition,
customary forms of property may provide security for those depending on the
commons—such as pastoralists, artisanal fishers, or those with small herds—
for whom classic property rights are generally not an appropriate solution.
Though they present many advantages, customary forms of tenure tend to
exclude certain members of the community and outsiders, however, and are
often a tool which traditional elites use to maintain their dominant position
within communities. Women in particular may be discriminated against under
existing customs. Though the phenomenon is by no means limited to that
region (Yngstrom, 2002; Whitehead and Tsikata, 2003), discrimination against
women in access to land is particularly pronounced in some parts of Asia. In
much of rural China, for instance, though the Marriage Law gave women the
right to land within the household unit and the Agrarian Reform Law granted
men and women equal right to land in general, customary practices still pre-
vail, and sons rather than widows or daughters continue to be considered the
natural heirs of land (0ECD, 2010, 25).! It is therefore hardly surprising that
women’s land rights are seldom reflected in the land certificates issued to
households: a study published ten years ago concluded that only 7 per cent of
certificates were in the name of the woman, while 5 per cent of the certificates
were issued to a man and a woman jointly; the remaining land-use certificates
were in the name of the husband, father, or father-in-law (Zongmin and Bruce,
2005, 276). In India, to give another example, even after the amendments intro-
duced in 2005 to the Hindu Succession Act, giving women equal rights in their
natal family assets,>2 women inheriting property is rare. Women also often tend
to renounce their claim to natal property that they are entitled to in order to

1 This is particularly troublesome since, in large part due to migratory patterns in which men,
more frequently than women, seek employment outside agriculture, women account for
between 60 and 70 per cent of all farm labour (de Brauw et al., 2012).

2 A first reform of the Hindu Succession Act, in 1956, had guaranteed equal inheritance rights
for sons and daughters, but exempted agricultural land (Ramachandran, 2006, 4).
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maintain good social relations with their brothers: in particular, women may
accept a lump sum payment in lieu of their property rights, in order to pre-
serve visitation rights to the parental home. Customary forms of tenure should
therefore not be idealised: it would be wrong to think of them as inherently
equitable and inclusive (Feder and Noronha, 1987).

4 Alternatives to the Commodification of Land through the
Globalisation of Property Rights

The recent wave of large-scale land acquisitions has undoubtedly increased
the risks of eviction of land users who lack adequate legal protections, and
has made the prospects of landless or quasi-landless rural households even
more dire. However, it does not follow that the rolling out of titling schemes
shall produce the magical outcomes they are sometimes touted for. Rather, the
remarks above suggest that we may have to make a clear distinction between
protecting the rights of land users against the risks of eviction, which we
must, and transplanting Western concepts of property rights into contexts for
which they may be ill-suited. At a minimum, protecting the rights of poor rural
households requires ensuring security of tenure by the registration of land-
use rights and by the adoption of anti-eviction legislation, combined with
the provision of tools—such as legal aid, legal literacy training, and access to
legal advisors—to ensure that formally recognised rights can be effectively
vindicated (Cotula and Mathieu, 2008); and by strengthening the capacity of
land administrations and fighting against corruption in these administrations.
However, as illustrated for instance by the certification process that took place
in Cambodia in 1989—in preparation for the withdrawal of the Vietnamese
army from the country, a process during which farmers were granted land
certificates confirming that they had applied for title (Dwyer, 2015)—neither
certification (or registration of use rights) nor anti-eviction laws require that
land be commodified; neither require that fully fledged property rights should
be granted as if this were the single institutional means by which security of
tenure could be ensured.

Anti-eviction laws should be conceived as the domestic implementation
of the international standards set by the Committee on Economic, Social
and Cultural Rights in its work on evictions (CESCR, 1998) and by the Special
Rapporteur on the right to adequate housing when he presented the Basic
Principles and Guidelines on Development-Based Evictions and Displacement
to the Human Rights Council (Special Rapporteur on Adequate Housing, 2007).
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The main purpose of such laws is to impose on public authorities or on private
landowners the condition that, when they seek to evict land users from land
that they occupy—provided at least that the land users have been occupying
the land for a certain length of time—certain procedures are complied with.
Classic examples among these requirements are that the occupiers are given
due notice, that no eviction can take place without a negotiation, that the
occupants must have options for relocation, and that, in order for their reset-
tlement to be possible, they are provided with financial support (UN-Habitat,
2003). Of course, as illustrated by Chapter 10 (Cismas and Paramita) of this
volume, for such laws to be effective the beneficiaries should have access to
remedies in cases of violation, including access to legal aid, which in many
developing countries is weak or non-existent. Provided the institutional sup-
port is adequate, however, anti-eviction laws can ensure a certain security of
tenure without requiring the attribution of full property rights as would occur
through a classic titling process (Santiago, 1998).

But other instruments may also be used. The adoption of tenancy laws could
protect tenants from eviction and from excessive levels of rent or crop-sharing.
Thus, for example, the tenancy laws in the Indian state of West Bengal, which
a left-wing administration revived in 1977 in what was known as Operation
Barga, provide that if tenants register with the Department of Land Revenue,
they are entitled to permanent and inheritable tenure on the land they have
sharecropped against payment to the landlord of at least 25 per cent of the
output as rent (Banerjee, 1999; Banerjee et al., 2002). Such laws may also allow
the heirs of the tenant to occupy the land if the tenant dies, and provide the
tenant with a right to preemption if the landowner wishes to sell (ideally, at
lower than market prices); they may provide for joint titling, as tenants, of both
husband and wife in order to protect widows from the risk of eviction; and
they could ensure that the tenant will be allowed to remain on the land if the
property changes hands. Tenancy laws are often circumvented by unscrupu-
lous landowners who tend not to register their tenants in order to avoid hav-
ing to recognise their rights. Where such laws have been effectively enforced,
however, they have been shown to increase productivity, both because they
improve the crop-share of tenants and thus are an incentive to produce, and
because they encourage productivity-enhancing investments in land, because
of the increased security of tenure that benefits the tenant: in the 2002 study
cited above, Banerjee et al. (2002) estimate that the revival of tenancy laws in
West Bengal led to a 28 per cent increase in agricultural productivity.

Finally, where landlessness or near-landlessness are strongly correlated
with extreme poverty, access to land should be improved by agrarian reform
schemes. The international community has acknowledged the importance
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of agrarian reform ‘mainly in areas with strong social disparities, poverty and
food insecurity, as a means to broaden sustainable access to and control over
land and related resources’ (ICARRD, 2006). A more equitable distribution of
land can have strong poverty-reducing impacts: cross-country comparisons
show that ‘a decrease of one-third in the land distribution inequality index
results in a reduction in the poverty level of one-half in about 12—14 years),
a level of poverty reduction which could only be achieved after 60 years of
3 per cent annual agricultural growth in the absence of changes in land distri-
bution (El-Ghonemy, 2003). Progress in the reduction of rural poverty in the
Asian region has benefited largely from this approach: post-World War 11 land
reforms in Asia have resulted in a 30 per cent increase in the incomes of the
bottom 8o per cent of households while leading to an 8o per cent decline in
the income of the top 4 per cent (Penciakova, 2010, 8). This was what led those
drawing up the Cambodian 2001 Land Law to include a provision for ‘social’
land concessions intended to benefit the landless rural poor, though this part
of the law remained essentially a dead letter (Dwyer, 2015; Miiller, 2012, 3).

In addition to its economic function in stimulating growth and reducing
rural poverty, a more equitable access to land for the rural poor contributes
to social inclusion and economic empowerment (Quan, 2006, 3). It improves
food security, since it makes food more easily and cheaply available, provid-
ing a buffer against external shocks (Carter, 2003): as illustrated by the case of
China, access to even a small plot of land provides an almost complete insur-
ance against malnutrition at the household level (Deininger and Binswanger,
1999, 256). Land distribution schemes also support the growth of small, family-
owned farms, which often can use the land in more sustainable way, and con-
tribute to rural development because they are more labour-intensive. More
equitable distribution of land and the development of owner-operated fam-
ily farms is thus desirable on both efficiency and equity grounds (Deininger
and Binswanger, 1999, 248). Where rural areas face high unemployment and
under-employment of labour and relative scarcity of land, it is sensible both
from an economic perspective and from a social justice perspective to raise
land productivity rather than to try to increase labour productivity. Such land
redistribution schemes will fail to produce such impacts, however, unless the
beneficiaries are supported in their ability to use the land productively, and to
achieve decent incomes through farming. Indeed, Michael Lipton warns of the
risk that land redistribution schemes may benefit primarily those operating
larger farms since they can more easily obtain bank loans and thus use land
productively, whereas those operating smaller farms may be led into distress
sales or be tempted to sell off land (Lipton, 2009, 25). Others have estimated
that improving access to credit, access to markets, and rural extension, can
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account for 6070 per cent of the total costs of a land reform, thus exceeding
the costs of acquiring and transferring the land (Palmer et al., 2009, 31).

A final comment relates to the framing of the debate on land redistribu-
tion schemes. In the past, the discussion of land reform was discouraged by a
strong ideological divide between the proponents of market-led land reforms
and those advocating state-led land reforms. In general, the arguments of the
former are based on the principle of a willing seller and a willing buyer negoti-
ating transfers of land at market prices, a relationship in which the role of the
state is primarily to provide a regulatory and institutional framework ensuring
a fluid market for land rights and to support the access of the poor to credit
in order to allow them to enter such markets (Deininger and Binswanger,
1999; World Bank, 2007, 141-147). In contrast, state-led land reforms generally
include compulsory expropriations from the owners of large quantities of land
in the name of social justice objectives, in principle against a compensation
that may or may not correspond to the actual market value of the land con-
cerned. While market-led land reforms are defended as more economically
efficient—as land, it is supposed, shall go to the most efficient users, who can
use it most productively—state-led reforms are sometimes seen as the only
realistic possibility in the face of social inequalities so marked that the state
cannot compensate for them; but they also have been associated with authori-
tarian regimes, and they are seen as exacerbating social and political conflict
to such an extent that they may ultimately prove counter-productive. In fact,
however, this opposition is misleading. There are many ways in which the state
may promote a more equitable access to land, ranging from the taxation of
land left unproductive by the owners of large quantities of land to progres-
sive inheritance laws, and from subsidies to smaller production units to ceiling
laws that impose limits on how much land can be owned by a single individual
(El-Ghonemy, 2003). Classifying the various instruments that can be used into
two groups unnecessarily transforms what should be a pragmatic search for
the most optimal mix in specific contexts into an ideological discussion in
which participants adopt postures that make the emergence of a consensus
less likely (Borras Jr. and McKinley, 2006; Borras Jr. et al., 2007).

5 Conclusion

Although the formalisation of property rights has been widely promoted as
a safeguard against the threat of expropriation in the current wave of large-
scale acquisitions and leases of land, it is important not to confuse security
of tenure, which is certainly of considerable importance to rural households,
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and the creation of markets for land rights, which in a dynamic perspective
may not be advantageous to them. The role of property rights in the debate on
‘land grabs’ has therefore been highly ambiguous: while such rights are seen by
some as a key to avoiding massive disruptions, they have also been denounced
as legitimising increased land concentration in the hands of the elites or
potential buyers with the highest purchasing power. As seen in Section 4 of
this paper, there is nothing inevitable in this trade-off. Security of tenure may
be protected using a number of tools, without necessarily having to result to
fully fledged property rights.

For rural households that depend on agriculture for their livelihoods, secu-
rity of tenure ultimately should be understood as the right to live decently from
farming. This presupposes access to land, and protection from eviction; but it
includes much else in addition. Indeed, policies that promote a more equi-
table access to land are futile, and may in some scenarios render a disservice
even to their intended beneficiairies, unless they fit under broader schemes for
rural development. Even in regions where the pattern of land distribution is
highly unequal and where hunger and malnutrition are closely correlated with
landlessness or quasi-landlesness, simply redistributing land will not suffice.
In order for such a reform scheme to be sustainable, the beneficiaries must
also be supported by comprehensive rural development policies supporting
smallholders and improving their ability to compete against larger farms, or
the positive redistributive impacts may be significantly eroded.
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CHAPTER 4

The Impact of Larger-Scale Agricultural
Investments on Communities in South-East Asia:
A First Assessment

James Zhan, Hafiz Mirza, and William Speller

Abstract

Since the mid-2000s, corporate sector investments in agriculture in developing coun-
tries have increased sharply, driven by rising commodity prices, the strategic concerns
of food-importing countries, and commercial opportunities. Using the findings of
fieldwork conducted by uncTAD and the World Bank in countries across Africa and
Asia, this chapter focuses on the impact of such investments on communities in South-
East Asia. Relying on interviews with representative of the companies concerned and
with members of local communities, as well as other stakeholders, carried out using a
dyadic approach, the chapter provides detailed findings on the impact of investments
in areas such as employment, incomes, land rights and the environment. It shows that
both beneficial and negative consequences of agricultural investments can be traced
to specific factors, such as decisions taken by investors (and governments) at the early
stages of investment processes, the business models utilised, and investor-community
relationships, as well as the degree to which responsible approaches are built into
operations. The findings on Asia, as well as from the wider study on which this chapter
is based, offer valuable information for governments, investors and civil society groups
with regard to designing policies and practices, and to establishing relationships
between these actors and monitoring areas relevant to the impact and performance of
investments.

1 Introduction

The challenges facing global agriculture in the coming decades are monu-
mental, both as a provider of food and, more broadly, as an engine of growth
in developing countries. The sector will have to feed a projected population
of g billion people by 2050. The Food and Agriculture Organization (FAO)
estimates that an average annual investment of USD 209 billion is needed to
meet the projected demand for food in 2050—and even more is required
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to eliminate hunger, and target poverty and malnourishment (FAO, 2012a).
Moreover, faced with a number of common economic, social, and environmen-
tal challenges, developing countries require long-term sustainable, increased
investment, including investment in agriculture; and in this context an addi-
tional average annual investment of some USD 250 billion per year until 2030 is
required (UNCTAD, 2014). However measured, the agricultural investment gap
is enormous and in many developing countries will most likely require larger
scale corporate investment, over and above existing sources.

The central role of smallholder farmers’ investment in any strategy for pro-
moting agricultural development is widely recognised (IFAD and UNEP, 2013;
HLPE, 2013). But since the mid-2000s, corporate sector interest in agriculture in
developing countries has increased sharply, driven by rising commodity prices,
the strategic concerns of food-importing countries, and various commercial
opportunities in the sector. Corporate investment, both foreign and domestic,
in agriculture has jumped accordingly, coming not only from traditional inves-
tors such as agribusiness enterprises, but also from state-owned enterprises
and sovereign wealth funds, as well as private equity and other investment
funds, although there is a high degree of uncertainty regarding scale, source
of investment, and geographic scope (Schoneveld, 2014; FAO, 2012a; Anseeuw
et al., 2012; UNCTAD, 2009).

Much of the research on investment in agriculture to date has focused on
Africa, but Asia—especially South-East Asia—has also been a major target for
investors. For instance, according to data available to UNCTAD, the stock of
foreign direct investment (FDI) in 2012 in Cambodia, Malaysia, and Vietnam
stood at USD 1.1 billion, usp 3.8 billion, and UsD 3.8 billion, respectively (all
of which figures are probably underestimates). Moreover, for some very poor
countries such as Cambodia and the Lao People’s Democratic Republic, invest-
ment in agriculture constitutes a very large share of total Fp1 (Figure 4.1),
which reflects the larger number of investments from Cambodia in the sample.
The following figure is based on recent flow data, but stock data are not too
different, albeit highlighting the significance of FDI in agriculture in South-
East Asian countries such as Malaysia and Indonesia, historical beneficiaries
of investment in agriculture.

After decades of struggling to attract a significant level of corporate invest-
ment, including Fp1, to their agricultural sectors, developing countries are
now faced with a challenge: in what ways should they accept the type, size and
number of such investments in order to maximise development benefits and
minimise socio-economic and environmental risks (Deninger and Byerlee,
2011; Human Rights Council, 2011; Vermuelen and Cotula, 2010; Mann and
Smaller, 2009)? In their initial naiveté as investment in agriculture began to
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FIGURE 4.1 FDI inflows to agriculture sector as a share of total FDI inflows, 2010—2012 (per cent).

SOURCE: UNCTAD, FDI-TNC-GVC INFORMATION SYSTEM, FDI/TNC DATABASE

(www.unctad.org/fdistatistics).

surge from the mid-2000s many governments encouraged investment without
carefully considering the consequences for the economy, rural areas, farmers
or communities. As research has multiplied, and more importantly experience
has been enriched, in Africa, South-East Asia and elsewhere, it is increasingly
being recognised that overall net positive outcomes depend very much on the
business models in place, the types of investor-community linkages, partner-
ships and relations established, etc.

The tenor of the arguments is that of more inclusive business models,
achieved for instance by outsourcing as many activities as possible, be this
‘outgrower’ schemes with nucleus estates/operations outsourcing the farm-
ing, or franchised retail dealerships for local-market orientated operations.!
Building on such business models, inclusive investor-community relationships
can further involve many facets, including issues of ownership and control of
assets (for instance, with respect to land and its associated use, communities
can interface with investors through sale, lease, equity joint ventures and a
large array of other types and combinations of arrangements); the risks and
rewards of any arrangements; and the specificities of consultative, partner-
ship, or other routes to communicating and addressing issues (Cotula and
Leonard, 2010; Chaimberlain-Ven der Werf and Anseeuw, 2015; Rosler et al.,
2013; Gaertner et al.,, 2014; Eaton, 2001).

However, while inclusive investor-community relationships might be a
good idea in principle, in practice a number of major considerations must

1 In contrast, depending on local circumstances including the size of the investment relative
to the local economy/community and so on, the investor might, in extreme cases, intertwine
with the community through the provisions of education and health services (though in
principle this would be taken on by the state as soon as feasible).
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be taken into account when pursuing such goals. First, while the aims might
be laudable, the reality could be different and not necessarily because of any
intentional malice on the part of any party. For instance, outgrower schemes
can widen participation in economic processes and widen the sharing of
value added and benefits, but can also lock farmers into the imperatives of
the principal investing company, a tension well summed up in the subtitle
of De Los Reyes et al’s (2015) paper on agribusiness and smallholder farmers
in the Philippines: A Free Hand, Increased Bargaining Power or Contract
Regulation? Secondly, neither investors nor communities are homogenous
entities. The benefits and costs of an investment to a community, for example,
even if ‘net-positive’, may fall differentially on the many individuals and groups
of which it is composed. Outgrower farmers can be powerful and overbear-
ing; agricultural workers will have different interests to those not engaged in
the industry; how can women, minorities and other excluded groups have or
attain voice? Thus perceptions of the value of an investment will vary within a
community, in addition to the variation of perceptions between communities,
investors, governments and other stakeholders. Finally, how an investment
interacts with a community depends on a vast range of issues, including the
crop involved, the value chain segment of the operation, the scale of the busi-
ness activities, local conditions and circumstances and so on.

Thus, even if desirable, it is not possible to propose a simple model of inves-
tor-community dynamics and even less so one that can be deemed ‘inclusive’.
However, the literature is beginning to provide contingent good practices and
tools that can be drawn on when striving for inclusive investor-community
relationships and arrangements, be it in the context of an entirely new invest-
ment, or of an attempt to set an existing one on a different course (e.g. Lahiff et
al., 2012; FAO, 2013; Deng, 2012). This chapter is based on an ongoing multi-stage
study in this vein, whose ultimate aim is to draw detailed, practical knowledge,
lessons and good practices from experiences on the ground to inform govern-
ments, investors, communities, civil society groups and international organ-
isations engaged in tackling the opportunities, the challenges and the risks of
agricultural investments of this type.

The chapter draws on a field-based, intensive survey of the conduct of agri-
cultural operations at 39 larger-scale, mature agribusiness investments in sub-
Saharan Africa and South-East Asia, focusing in particular on their approaches
to social, economic and environmental responsibility.2 Both the investors and

2 Elements of this chapter appeared in an earlier report (UNCTAD and World Bank, 2014); addi-
tional analysis carried out to discern specific issues concerning South-East Asia was con-
ducted for this chapter.
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the communities affected were interviewed. One of the intentions of this stage
of the research was not to discern the most important impacts on local com-
munities and the economy, but rather the range of the perceived important
impacts of the investments, especially as seen by those locally impacted and
other non-business stakeholders. At the same time, perceptions are grounded
in realities, such as investors’ performance in creating benefits (e.g. net job
creation) or imposing costs (e.g. on the environment), albeit the perceived
impacts will vary depending on a number of factors, including—for instance—
the characteristics of the investment or the type of relationship between it and
respondents. Hence the chapter includes discussion of, for example, invest-
ments with outgrower schemes, the performance of the investment, and the
investor’s approach to responsibility and sustainability. A critical incidents
instrument was used to discern the range of impacts from the community and
local stakeholder perspective.

This chapter examines the impacts of investments in the South-East Asian
countries visited (Cambodia, Laos, Vietnam, Indonesia, and Malaysia), includ-
ing impacts on land rights and access to land, drawing primarily on the answers
received from local communities and stakeholders; at the same time it assesses
how these impacts are influenced by the type of operations or decisions made
by investors.3 About a quarter of the investments surveyed were in South-East
Asia, so—where relevant or useful—cross reference is made to the fuller sam-
ple of responses.

2 Methodology

A quota-based sample selection procedure was used to identify investors,
drawing from a larger population of investors. The quota selection was based
on a number of salient variables, including the size of the relative investment,
coverage of different business models and value chains, inclusion of differ-
ent types of companies and funds, coverage of key home and host countries
(including investors from developed and developing economies), different
crops and so on. The objective was to obtain a diverse sample of investors.
The sample includes both domestic investors and foreign investors from a
range of countries, developed and developing. Of the ten investors, four were

3 Throughout this chapter the terms ‘investment’ and ‘investor’ are used interchangeably
to describe the agribusinesses examined in this survey. Investment in agriculture involves
a much wider set of actors apart from large-scale agribusinesses, and includes—most
notably—small farmers investing in their own farms.
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pure estate business models, four were processing operations and two were
nucleus estate with outgrower models. The products included palm oil, rice,
rubber, spices, vegetables, animal feed, and coffee. The size of land alloca-
tion ranged from less than 100 hectares to over 50,000 hectares. As such, the
sample reflects a broad spectrum of agricultural investments. In South-East
Asia, the sample comprises five investments in Cambodia, two in Vietnam and
one each in Indonesia, Malaysia, and Lao People’s Democratic Republic. Three
investors were domestic, two were Thai, and one each were from India, China,
Singapore, the UK, and the USA, respectively. The main products were palm
oil (three investments) and rice (two), while there was one investment each
in rubber, spices, vegetables, animal feed, and coffee. Five investments were
operating on less than 100 hectares, three on between 100 and 10,000, one on
between 10,000 and 50,000, and one investment had a land allocation greater
than 50,0000 hectares.

Interviews were conducted on a confidential basis. This was an important
condition for investors to be able to share information in a frank and open
fashion. Nevertheless, the sample was constrained in that it could only include
those investments that were willing to participate and, indeed, many inves-
tors contacted declined to participate or did not respond to our requests.
In that regard, there is some bias in the sample towards relatively ‘good’
investors—that is to say, those with social and environmental programmes
and those performing better operationally and financially. One would expect
that these investors would be more likely to agree to allow researchers on-site.
That caveat must be acknowledged but it should not be overplayed. In fact, the
sample contained several investors that have been portrayed in a negative light
in the media or by civil society groups.

Researchers spent around two to three days on-site with each agribusiness,
conducting interviews with senior management to complete a semi-structured
questionnaire, covering financial, human resources and operational informa-
tion on the investment, as well details of the investor’s approach to a wide
range of socio-economic and environmental issues.*

4 The range of operational questions/variables included an orientation of the farm/business
and its operations; copies of any useful background documents—farm map, concession
agreement, model employment contract, environmental impact assessment, organogram,
etc.; details of ownership structure and entities; details of farm size and enterprises; history
of the operation and the surrounding area; personnel details—numbers, structure, employ-
ment conditions, training, etc.; outgrowers’ details—contractual arrangements, prices, qual-
ity requirements, etc.; markets for product(s) and sources of inputs; perspectives on the
success of the investment and the constraints experienced; and tax and incentives. A study
of the investor’s approach to social and environmental issues enabled an assessment of the
extent to which a responsible agricultural approach to investments was being taken. These
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A further two to three days were spent interviewing a wide range of stake-
holders in local communities. These interviews were conducted on a confiden-
tial and anonymous basis and in an open-ended fashion, allowing stakeholders
to raise the issues that are important to them. This approach was taken because
(a) the intention was to elicit the issues and obtain some sort of ‘qualitative
weighting’, without assuming that the results were definitive (the findings will
be used to partly establish the parameters and framework for future work);
and (b) when being asked for details of actual situations, interviewees can
respond concretely not formulaically, and the interviewer is able to tease out
issues during the discussion. The researchers sought to capture the views of a
broad cross section of the community and other local stakeholders. Figure 4.2
provides the salient characteristics of the sample of stakeholders. One-third
of the community interviewees were women. In total, 93 separate interviews
were conducted. Some interviews included more than one person such that
the total number of persons interviewed was 154.

In addition to the first-hand data obtained, media, civil society and other
reports on each investor were consulted (including internal reports and docu-
mentation). A number of interviews were conducted with NGOs working on
relevant issues, such as land rights or the environment, in the countries vis-
ited. These materials helped inform the thinking of the researchers, improved
understanding of local contexts, and provided another lens through which to
view information obtained through the fieldwork.

The write-ups of the company questionnaires and stakeholder interviews
were imported into Nvivo, a software package designed for the analysis of
large amounts of qualitative and quantitative data. The programme allows
the researcher to classify (or ‘code’) the data according to particular themes
(e.g. employment, resettlement, prices for outgrowers). Nvivo was also used to
facilitate the quantification of qualitative socio-economic and environmental
impacts obtained during the stakeholder interviews. This is in addition to the
pure qualitative assessment of the extensive information received during the
fieldwork, which was sorted, compared and analysed on a purely qualitative
basis.

The remainder of this chapter is accordingly structured as follows: Sec-
tion 3 provides a high-level assessment of the socio-economic impact of the
investments studied, based on quantitative summary measures of information

questions/variables include land rights and natural resource rights; food security; consulta-
tion procedures; transparency; community development and social sustainability; impact
assessments and monitoring; environmental impact and sustainability; grievance and
redress mechanisms; human rights and best practice policies; and women and vulnerable
communities.
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FIGURE 4.2 Number of community and stakeholder interviews and their relationship with
investing companies @
(a) Refers to the number of interviews conducted, some of which may have
included multiple interviewees. More than one category can apply to each interview:
for example an employee who was also a previous land user.
SOURCE: UNCTAD, FDI-TNC-GVC INFORMATION SYSTEM, FDI/TNC DATABASE
(WWW.UNCTAD.ORG/FDISTATISTICS).

obtained in stakeholder interviews. It then provides more detail on the key
issues identified using a quantitative and qualitative analysis of the material
obtained in both stakeholder interviews and interviews with investors. Section
4 translates those findings into potential policies and practices that can be
applied by investors, governments and civil society groups to maximise bene-
fits and minimise risks, by applying observations of what has worked and what
has not worked at the investments studied. Finally, Section 5 concludes with a
discussion of complementary work and future research.

3 Findings: The Socio-Economic Impact on Communities in South-
East Asia
3.1 Overall Assessment

The investments studied generated both positive and negative socio-economic
impacts on surrounding communities and host countries. Figures 4.3 and 4.4
show the most common positive and negative impacts of the investments
surveyed—as mentioned during the community and stakeholder interviews
detailed in Figure 4.2—providing an overview of how these investments were
perceived by those affected by them.
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FIGURE 4.3 Share of stakeholder interviews that mentioned a positive impact, by issue:
investments in Asia.
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FIGURE 4.4 Share of stakeholder interviews that mentioned a negative impact, by issue:
investments in Asia.
Notes: Figures 4.3 and 4.4 were created by classifying information from stakeholder
interviews into whether the investment was perceived to have had a positive or
negative impact, with the information further categorised by issue within each of
these two top-level classifications. For example, an interviewee who stated he was
happy to have a job with the investor would be classified as having described a
positive impact with respect to employment. Some issues appear as both a positive
and a negative impact because there can be both positive and negative dimensions to
an investment’s impact with respect to each issue. For example, an investor may have
improved local water access by installing hand pumps, but may also have had a
negative impact by polluting water sources used by local communities due to
environmentally unsound agricultural practices. In total, 93 separate interviews were
conducted. Some interviews included more than one person such that the total
number of persons interviewed was 154.
SOURCE: UNCTAD-WORLD BANK SURVEY OF RESPONSIBLE AGRICULTURAL
INVESTMENT DATABASE.
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Overall, the indications are that local communities and other stakeholders
interviewed felt that the benefits of the investments outweighed the negative
impacts (Figure 4.5). Nevertheless, there is a wide range of outcomes arising
from these investments in terms of their socio-economic and environmental
impacts, their broader impact on the host country, and the operational and
financial success of the investment itself. There are some operations that have
generated mostly positive perceived outcomes, while others have produced
mostly negative ones (Figure 4.6). Most exhibit a mixture of positive and nega-
tive impacts, performing well with respect to some aspects, but with signifi-
cant room for improvement with regards to others. Investments in Asia were
distributed throughout the sample, indicating that they had not systematically
performed better or worse than investments in Africa.

35 —
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FIGURE 4.5 Stakeholder perceptions of positive and negative impacts of investments in Asia,
classified by issue'®.
(a) The vertical axis shows the number of stakeholders who mentioned the
investment as having had a positive impact on them with regard to that issue.
The horizontal axis shows the number of stakeholders who mentioned the
investment as having had a negative impact. The size of the bubbles represents
the relative frequency with which each issue arose in stakeholder interviews,
whether in a positive, negative, or neutral context.
SOURCE: UNCTAD-WORLD BANK SURVEY OF RESPONSIBLE AGRICULTURAL
INVESTMENT DATABASE.
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FIGURE 4.6 Share of positive / negative socio-economic impacts mentioned in stakeholder
interviews, entire sample®.
(a) All impacts of the investment mentioned in stakeholder interviews are classified
as ‘positive’ or ‘negative. Chart shows the balance of positive and negative mentions
for each investor.
SOURCE: UNCTAD-WORLD BANK SURVEY OF RESPONSIBLE AGRICULTURAL
INVESTMENT DATABASE.

While figures 4.3-4.6 present an overview of the quantification of socio-
economic and environmental impacts obtained during the stakeholder inter-
views, the detailed analysis in the following section relies on a qualitative
assessment of the extensive information gathered during the fieldwork, infor-
mation that has been examined and assessed on a primarily qualitative basis.

3.2 Detailed Findings

3.2.1 Employment

Job creation was the most frequently cited benefit arising from the invest-
ments. The investments studied in Asia employed around 7,000 people
(Table 4.1) in total. This refers to direct employment by the investor, the num-
ber of indirect jobs created being difficult to assess. As an indication of the
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possible scale of further job creation, two rice producers in Cambodia employed
12,500 and 30,000 contract farmers, respectively (though these farmers may not
work exclusively for these investors). Similarly one coffee processor contracts
to 1,500 distributors in Vietnam, and another works with 2,800 farmers, also in
Vietnam. Beyond this, there are various multiplier and other indirect effects
leading to further jobs being created—or destroyed. To get a full idea of the
impact on job creation/destruction, further work is required.

Direct job creation was relatively more land-efficient in Asia—that is to say
approximately 14 hectares per job in Asia (Table 4.1)—compared with invest-
ments in Africa. This is partly because the sample of Asian investors included
more processing operations, underscoring the point that the benefits of invest-
ment in agriculture can arise even in the absence of large-scale land allocations.
Large land allocations do not necessarily create the most jobs per hectare.

The share of permanent jobs as a proportion of total employment was
higher in Asia than in the full sample, at around 70 per cent, compared with 50
per cent for the full sample. This is reflected in the more positive perception
of working conditions that emerged from stakeholder interviews in Asia. Most
investments visited paid higher wages than those available locally and those
wages were sufficient for employees to maintain a decent standard of living.
Several interviewees compared wages at agricultural investments favourably
with those available in other industries in which foreign investors were present
(for example, the garment industry in Cambodia).

TABLE 4.1  Direct employment created, descriptive statistics: Asian investments

Sum of Mean Median Max. Min. Female Expat  Hectare/

Asian share(a) share(a) job
Invest.
Total formal employment 6,825 683 252 2,647 120 32% 1% 14
Permanent 4,655 466 145 2,647 40 26% 2% 20
Temporary/Casual/ 2,170 217 20 1,200 o 38% 0% 44

Seasonal

(a) Not all investors provided female and expat share figures. These percentages are based on
the subset of investors that did (i.e. eight out of ten).

SOURCE: UNCTAD-WORLD BANK SURVEY OF RESPONSIBLE AGRICULTURAL INVESTMENT DATABASE.
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Employment of expatriates was low in the sample, but not all jobs went to
the population directly surrounding the investment. And expatriates were
over-represented in management positions. In almost all cases, semi-skilled,
unskilled, and casual or seasonal employment was sourced from the host
countries. But employees were not necessarily from surrounding communities
and sometimes came from other parts of the country, including the capital city.
This in some instances led to tensions between the local community and the
domestic migrant community.

There was a considerable gender imbalance at most investments, both in
terms of numbers and the types of jobs on offer. Only around one-third of
employees were women, and they were more likely to hold casual, temporary,
or seasonal jobs. As such, women were overrepresented in the worst paid and
most insecure jobs.

3.2.2 Impact on Outgrowers

Investors also contributed to employment opportunities by providing a stable
market for outgrowers’ produce: for example, the 11 investors with outgrower
schemes helped to support—at least in part—the livelihoods of 30,000 con-
tract farmers in total. According to stakeholders interviewed, the concomitant
rise in rural incomes contributed positively to food security, directly and indi-
rectly. As such, outgrower schemes interact significantly with several of the key
benefits shown in Figure 4.3, notably technology transfer, access to markets,
and food security. Impacts therefore had a wider dispersal vis-a-vis stakehold-
ers than in cases where the investments were estates only, and perceptions of
positive impact from the investment were generally higher, although arguably
some of the perceived negative impacts were more diffused (i.e. blame, where
it existed, assigned to outgrower farmers and not just to the principal investor).
At the same time, the perceptions of the outgrowers also need to be taken into
consideration.

Outgrower schemes can be effective in supporting livelihoods while allow-
ing people to retain their most valuable asset—their land. Governments
should consider which investors and business models are likely to maximise
direct and indirect employment as these are key benefits of agricultural invest-
ment. Governments should consider the whole value chain and promote
value-addition downstream of the raw materials produced from the land made
available (a number of investors were processors, for instance), thereby maxi-
mising employment and other benefits. However, marginalised groups, includ-
ing women and minorities, were less likely to participate in outgrower schemes.
Consideration should be given to how to improve access for these groups.
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The main advantage for outgrowers selling to major agricultural investors
was higher prices and reliable, timely payments—a perception reiterated by
senior management and outgrowers alike. But even major investors faced
cash flow problems and some outgrowers—particularly those who have been
assured a guaranteed minimum price for all their produce—have sometimes
not been paid according to the agreed terms. More commonly, outgrowers lost
money owed when investors faced capacity constraints. For crops that must be
processed soon after they are harvested—including rubber, sugar, and palm
oil—this occurred when investors did not facilitate timely pickups to transport
outgrowers’ produce to the processing site, or lacked sufficient factory space to
process the raw materials once there.

Outgrowers tended to feel excluded from price-setting mechanisms—
prices were usually set by the government, major industry players, the inves-
tors themselves, or a combination of these actors, always based in part on
international market prices for the commodity. Despite company efforts to
inform their outgrowers of current prices and mechanisms, pricing was often
contentious, with many outgrowers voicing concerns about how their produce
was quantified and assessed for quality, as well as about the final sum they
received. Thus there is a need for good communication between farmers and
company management about how prices are set, and for improved safeguards
to ensure these prices are appropriately remunerative.

For instance, in Indonesia the price paid in each region for fresh fruit
bunches of oil palm was set monthly through a multi-stakeholder process,
involving members of the provincial plantation agriculture department, com-
pany management, and representatives of cooperatives. Those involved used a
predetermined formula to fix the price; and one variable, the oil extraction rate,
was the subject of much negotiation each month. Once a price was agreed, a
formal notification was signed by the government, company, and outgrower
representatives, obliging the investor to pay the set price.

3.2.3 Land Rights and Access to Land

The most prominent negative impacts arising in the investments examined
were disputes over access to land. People’s lives in rural communities are inti-
mately tied up with their access to land and other natural resources and the
arrival of an investor can have significant implications. Interviewees had, on
balance, negative perceptions of the impact of investments across a range of
land-related issues, including previous use of the land; the terms of, and pro-
cess for, land acquisition; resettlement procedures; access to, and use of, the
land by communities; the degree of land use practiced by the investor; and the
rights of pastoral farmers and other customary land users.
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Local communities often did not understand what rights to land they have
under the laws of the country and frequently did not have formal titling deeds,
even if they had been working the land for many years or generations. The
situation was more complex in post-conflict countries where formal cadastral
records had been lost during the conflict and a national land titling process
was in progress.

Another common grievance was the failure to use the land in accordance
with expectations. The under-use of allocated land was, however, a more
prominent negative issue in Africa as compared with our Asian sample.
Nevertheless, one investor in Cambodia appeared to be using its large land
allocation for timber extraction only and not respecting its commitment to
subsequently develop a rubber plantation on the land cleared. In this and
other cases in the country, the failure to develop land resulted from inadequate
financial capacity. Some investors have sufficient financial backing to acquire
the land but not to develop it.

This risk can be minimised through full and early assessment and consulta-
tion of existing formal and informal rights to, and usage of, the land. Such con-
sultations should be first and foremost the responsibility of the investor, with
appropriate monitoring from state and non-state actors. It proved perilous to
leave consultations to the host government; or for the investor to assume that
the land acquired was being provided by the government without any exist-
ing land disputes. Similarly, it was unsatisfactory to outsource the consulta-
tion process to third parties such as land agents. Governments or land agents
sometimes claimed to have ‘prepared the land'—that is, left it issue-free for the
investor to take over. Their claims that all land conflicts had been dealt with
often proved spurious.

A lack of transparency with regard to the terms and process of land acqui-
sition had important consequences. Uncertainty about investor actions and
intentions created a sense of fear and resentment within communities nearby,
with adverse consequences for the investment. For example, some members
of one local community asked the researchers whether the investor nearby
planned to take their land. This situation could in part have been avoided by
greater transparency about the investor’s operation.

Beyond such general aspects, a set of more financially-inclusive business
models have begun to emerge and have been successful in forging partnerships
with local communities, including over issues related to land. In explicit rev-
enue-sharing arrangements, for example, an investor operates on community
or native land and, rather than renting the land, enters into a revenue-sharing
arrangement based on a certain percentage of the monthly turnover. These
schemes are beneficial because they provide a continuous revenue stream
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across generations and genuine community-private partnerships in which
communities take an interest in the success of the operation.

Since 2011, a palm oil company in Sarawak (Malaysia) has adopted a new
business model whereby the company rents land from owners of Native
Customary Rights (NCR) land to develop it for the cultivation of oil palm for a
period of 30 years, after which the land and the palms will be returned to the
land’s owners. The company will bear the costs of development and after the
third year—when the palms start to bear fruit—the company will pay each
owner a fixed rental per tree until the expiry of the 30-year lease. The company
has chosen this model as it is viewed as a more equitable and fairer proposi-
tion than the approach used by other companies in Sarawak whereby about 60
per cent of the ownership of the land would eventually be transferred to the
company and the owners of NCR land would have only 30 per cent ownership.

3.2.4 Building In Responsibility and Sustainability: Initial Phases of the
Investment

A key finding is that investor and host country actions at the pre-investment
stage and during the initial phases of the investment are critical. This includes
the investors’ approach to consultations and engagement with local communi-
ties, impact assessments and transparency, and the host country government’s
pre-screening and monitoring of investors. While it is important that socially
and environmentally responsible practices are embedded within the opera-
tion and monitoring of an investment on an ongoing basis, it is the processes
followed, decisions taken, and requirements enforced in these early stages that
dictate much of the future path of the investment.

In the investments studied, consultations were a key step in developing a
strong relationship between the investors and the local communities. This gen-
erated more positive socio-economic outcomes and was in the interests of the
investors because it contributed to financial and operational success, in partic-
ular by minimising the risk of land disputes. While initial consultations could
be time-consuming and expensive, particularly for new investments, attempts
to rush the process—due to the commercial expediency of getting the land
acquisition settled quickly—led to negative long-term ramifications, both for
the businesses and for the local communities, over a protracted period.

As mentioned above, stakeholder consultation was most effective when
it was the responsibility of the investor. Host governments should establish
regulations or guidelines for the conduct of such consultations and stringently
monitor adherence, but not conduct these activities for investors. Ensuring
community interests are represented requires the involvement of state and
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non-state actors. Some countries have enacted legislation requiring govern-
ment oversight of community consultations. This has helped to ensure that
investment projects have supported national and local development goals.

Formally established procedures through which stakeholders can raise
grievances and seek redress also contributed to better relations with local
communities. The best examples of grievance and redress mechanisms were
those that were more formalised, typically involving a Community Liaison
Committee on which the investor and the local community were represented.

In many cases, pre-screening of foreign investors can be improved to increase
the prevalence of investors likely to make a positive contribution to the host
country. Pre-screening should include, as a minimum, assessment of investors’
financial strength and technical capabilities, their proposed approach with
respect to consultations and impact assessments, and their commitments in
terms of the benefits that the investor will bring to the host country.

Pre-screening, however, should not extend to producing business plans on
behalf of investors, plans that are then in effect sold as part of the concession
agreement. Business plans provided by host governments were often based on
unrealistic assumptions and sub-standard assessments of crop suitability and
other environmental factors. A rubber plantation in Cambodia was being oper-
ated on soil that interviews with surrounding communities quickly identified
as being inappropriate for rubber production.

Social and environmental impact assessments (SEIAs) are another impor-
tant tool for building responsibility and sustainability into the initial phases
of an investment. There was a noticeable trend of investors taking their envi-
ronmental responsibilities more seriously, undertaking social and environ-
mental impact assessments, employing internal environmental management
plans (EMPs), and making public their environmental policies. Investors cited
increasing pressure from host country governments and the demands of certi-
fication processes as key drivers for this trend.

Yet SE1As were too often ‘box ticking’ exercises, carried out merely to secure
a license to operate rather than used as a tool to be actively incorporated into
the conduct of the business. Many impact assessments were one-off assess-
ments, not accompanied by a system of ongoing monitoring and adherence
to recommendations for changes to operations. Some EMPs only existed on
paper and were not authentic tools used to manage the environmental impact
of the investment.

As with consultations, the government’s role in impact assessments was
most effective when limited to monitoring and ensuring proper conduct and
implementation. This included providing detailed legal requirements covering
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what is expected of investors and the stipulation of requirements for third-
party, independent auditing of such assessments.

SEIAs should also be transparent. In Malaysia, for example, assessments
are published on the Department of Environment website. In other countries,
much less information is available publicly. This lack of transparency applies
to other areas too. In general, there was an insufficient amount of publicly
available information to ensure the fully transparent and accountable conduct
of agricultural investment.

Once these initial phases have been completed, commitments made as part
of the consultation, screening, and impact assessment projects need to be
monitored by the host government. Ongoing monitoring of agricultural invest-
ments by host governments was often limited and productivity-focused. All
investors were subject to some form of monitoring, typically by departments
of agriculture, land, labour, or the environment. But when government officials
came to assess agricultural concessions, they often focused on ensuring the
investor was meeting productivity targets, with little monitoring of the socio-
economic and environmental impacts of an investment. The results or details
of government monitoring were rarely made publicly available, making it dif-
ficult for other interested parties—be they local residents or civil society rep-
resentatives—to hold investors to account.

Some governments had allowed foreign investment in agriculture to pro-
ceed at a pace beyond their ability to realistically assess and monitor the inves-
tors. Wherever necessary, governments should consider how to improve their
monitoring capacity and, if necessary, consider slowing down the approval of
new agricultural investments.

3.2.5 The Financial and Operational Performance of Investors

A somewhat surprising finding from the overall study, at least at first glance,
is that many investors were in operational and financial difficulties. Around
45 per cent of investors were materially behind schedule or operating below
capacity. About the same share were unprofitable at the time of the survey. The
Asian investments tended to be performing better, with around 8o per cent
profitable at the time of the survey and around one-third behind schedule.

A key distinction between the better or worse performers is linked to
whether they have acquired substantial amounts of land or not. The Asian
experience reflects findings in the wider sample that processing operations or
those that do not involve large land allocations tended to be more success-
ful—that is to say, processors/outgrowers as opposed to estates/estates plus
outgrowers (Figure 4.7). Many of the latter investments were spending signifi-
cant time and resources dealing with land disputes that could and should have
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FIGURE 4.7 Percentage of investors mentioning particular constraints on operations.
SOURCE: UNCTAD-WORLD BANK SURVEY OF RESPONSIBLE AGRICULTURAL
INVESTMENT DATABASE.

been identified and appropriately handled via pre-investment consultation
and impact assessment procedures.

Investors highlighted a number of constraints that hindered their prospects
of success (Figure 4.7). They noted the importance of host country govern-
ments in creating an enabling environment that allows investors to survive,
thrive and contribute to the local community and the broader economy.
International investors in several countries experienced a lack of a clear, trans-
parent and consistent approach towards foreign investment in agriculture,
including policies and procedures for the purchase or lease of land. Access to
finance, inadequate infrastructure and difficulties in sourcing local, qualified
staff were other key constraints on profitability.

Financial and operational success is an essential precondition for agricul-
tural investments to make a positive contribution to development, whereas
failure can create lose-lose-lose situations for investors, host countries and local
communities alike. In this regard, investors noted the importance of striking
the right balance between, on the one hand, imposing necessary requirements
and regulations that promote responsible investment, and, on the other, ensur-
ing that requirements were not so burdensome as to preclude much needed
investment by agribusinesses.

A key finding of this research is that a potentially win-win situation
vis-a-vis investment performance and investments’ wider positive economic,
social, and environmental impact is achievable. In the survey, investors that
were financially and operationally successful tended also to be those that
had the most positive impact on their host economies and surrounding
communities—the result of more sophisticated approaches to social and
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environmental responsibility. Similarly, those investments that were well-
integrated within the host country and surrounding community were most
likely to be financially successful. Investors that acquired land but did not con-
duct thorough impact assessments and consultations with communities, or
left it to host governments to conduct them on their behalf, often found them-
selves subsequently dealing with costly and time-consuming land disputes.

3.2.6 Environmental Impact

Almost all investors had cultivation and operational models the environmen-
tal impacts of which are likely to be negative, and the assessment and manage-
ment of which was often deficient. Most of the cultivation operations visited
were undertaking intensive production operations of one or two crops, often
involving extensive use of pesticides. Such intensive use of land and water con-
tributes to degradation and depletion of these resources and a loss of biodiver-
sity. Most investors have undertaken some measures to mitigate the negative
environmental impact of their operations. Although these are initiatives that
should be welcomed, it is important to note that they do not generate a posi-
tive or even a neutral environmental impact, but merely reduce to some extent
the overall negative environmental impact of the investments studied in this
research.

One exception was in Cambodia where one investor is promoting organic
farming in a model farm that would comply both with guidelines under the
International Foundation for Organic Agriculture (IFOAM) and with Indian
Organic Certification Agency (INDOCERT) requirements for production of cer-
tified organic products. Agrochemicals and chemical fertilisers are not used.
The farm maintains 30 cows to produce its own compost and organic fertilisers
from cow dung and urine. Weeding is done manually.

Minimal tillage is practiced and the ground is protected by vegetation
(mainly weeds) to prevent soil erosion. Crop rotation is practiced. The com-
pany is considering the feasibility of installing windmills to provide electricity
to the farm and to the neighbouring village. The model farm is rain-fed for
about 7-8 months in the year. In order to ensure that there is an adequate
water supply during the dry months, the company has dug a network of 30
water-harvesting and retention ponds at low points around the farm. Rain
harvesting is also carried out from the roof of the workers’ quarters and other
buildings.

More broadly, the environmental impact of the investments studies was
difficult to discern, and so will be the subject of further research. Although
environmental issues were not raised often in the stakeholder interviews, this
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cannot be taken as an indicator of limited environmental impact. Interviewees
would tend to raise only those obvious issues that they directly experience
(such as those mentioned above). But most environmental consequences
materialise gradually and may not be immediately obvious to surrounding
communities. Although some government environmental officials were inter-
viewed, the results tended to reinforce the above conclusions about the inad-
equacy of environmental monitoring.

4 Lessons Learnt and Policy Implications

A number of key findings from the research described in this chapter have
implications for investors, governments, and civil society. In particular, the
research finds that issues such as due diligence, consultations with commu-
nities, financially inclusive business models, environmental impact assess-
ments and transparency issues are crucial for investors to get right. In a similar
vein, host governments need to pay special attention to aspects such as the
pre-screening and selection of investors, ongoing monitoring of investments,
conduct of consultations, impact assessments and business plans, phasing of
investment approvals, and land rights. Finally, activities such as engagement
with investors, monitoring of investors, and helping investors forge partner-
ships with marginalised groups are areas in which the active participation of
local communities and NGOs can make a difference. Building on this, includ-
ing the broader study of the sample of cases in Africa, it is possible to suggest
policies and practices for governments, investors and civil society groups (in
Asia and beyond) that, if implemented with due regard to local contingencies,
can improve the chances of beneficial outcomes and minimise the risks of
negative impacts associated with investments in agriculture.

As discussed in the introduction to this chapter, and reinforced by the
empirical findings of this study (and other research), the business models
deployed and the investor-community relationships developed are central to
both investment performance and impact on communities and economies.
The differential outcomes of business models is most readily evinced, for
example—in Section 3 of this chapter—in terms of employment generated
and the performance of companies; while the investor-community relation-
ship’s importance can be discerned most readily in the analysis of land rights/

5 An UNCTAD and World Bank 2014 report provides numerous case study examples of best and
worst practices, and a fuller discussion of lessons for investors, governments, and others.
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access to land and investor actions vis-a-vis stakeholders in the early phases of
an investment. Some of the key implications of these findings for the policies
and practices of investors are:

* Early engagement and consultation with surrounding communities, includ-
ing previous and existing users of the land.

* Transparency about the operation and ongoing dialogue with stakeholders,
including the establishment of a formal grievance procedure.

¢ Social development programmes that reflect local communities’ develop-
ment visions.

* A financially inclusive business model.

* Proper conduct of social and environmental impact assessments (SEIAs)
and their integration within business models.

* Setting of, and adherence to, realistic expectations about the pace of devel-
opment of operations; use of land in accordance with commitments.

* Phasing of the investment, for example applying for and successfully devel-
oping a parcel of land before seeking a larger allocation.

¢ Fair and adequate remuneration, contractual conditions, and training for
employees and outgrowers.

* Resolution of the business model prior to introducing outgrowers.

As knowledge of how to better the impact of investment in agriculture
improves, there are policy implications for governments, often as counterparts
to those for investors. Thus notable policy considerations for governments
include:

* Rigorous pre-screening of potential investors’ experience, financial capacity
and technical capabilities.

* Obtaining from foreign investors commitments to social development pro-
grammes, employment, and other benefits to the host country, as well as a
detailed schedule for the development of operations.

* Ongoing monitoring of investors’ agreements and commitments.

* Monitoring consultations and SEIAs, but not conducting them on an inves-
tor’s behalf.

* A clear, transparent regulatory framework for land acquisition (purchase or
lease), consultations, resettlement, and compensation.

* Formalised local community tenure rights under a proper land registry
system.

* Approval of foreign investment applications in line with the capacity to
screen and monitor investors.
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* Encourage phasing of investments, rather than mega-land deals; for exam-
ple, providing an initial allocation of land, with further allocations contin-
gent upon its successful development.

* Monitoring and enforcement of adherence to environmental and water
regulations.

* Encouragement of innovation (new crops, technology, etc.), but not initially
on a large scale.

* Reducing red tape and creating an enabling environment for foreign invest-
ment and the development of domestic industry.

Finally, civil society groups also have a vital role to play, not least in supporting
local communities, for instance in the initial setting up of investment opera-
tions and longer-term monitoring. For instance, civil society groups could:

* Engage with investors to help them forge partnerships with marginalised
groups and ensure that relevant stakeholders are included in decision-mak-
ing processes.

* Help local communities to be well-organised, and to understand their rights
and how to exercise them.

* Monitor conflicts between investors and stakeholders and constructively
draw attention to important issues.

5 Conclusions and Further Work

The diversity of experiences, performance, and impacts of investments ana-
lysed in this chapter suggests that a wide range of factors influence the out-
comes of an agricultural investment, and its impact on the local community
and economy. Some factors are context specific. As such, one cannot be cat-
egorical about the types of investment that are most or least desirable, but
business models adopted by investors, and specific approaches, policies, and
practices adopted were shown to have a bearing on the outcome of invest-
ments. The nature of investor-community relationships, and the distribution
of benefits (and costs) between the investor and the community, and within
the community (the local economy) itself, also affect the overall impact. As
discussed in the previous section, this can lead to actionable policies and prac-
tices for investors, governments, and communities.

The study on which this chapter is based has sought to contribute to the
growing body of knowledge of what the responsible and sustainable conduct
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of agricultural investment consists of in practical, operational terms for com-
munities, governments, and investors. In addition to the policy lessons out-
lined above, analysis of the range and type of impacts, and factors influencing
the beneficial or negative outcomes of such impacts, can be used in con-
crete ways. For example, UNCTAD, the International Institute for Sustainable
Development (11sD), and the World Bank are putting together a foundation
for model contracts/contract clauses for investment in agriculture, using con-
crete examples of how to maximise the gains and minimise the risks of private
sector participation in the agricultural sectors of developing countries, with
information taken from this study and other works.

However, effective action by policymakers in specific areas of concern relat-
ing to investment in agriculture requires additional thoroughgoing work. Thus,
in late 2014 UNCTAD and the World Bank embarked on a further, more con-
centrated (fewer cases), in-depth (focusing on specific issues gleaned from
the first study, with a larger number of community/stakeholder participants)
study on a selected sub-group of the original operations/communities visited.
Among other aims, this research seeks to investigate the internal differences
within local communities in terms of the impact of investments. That is, pick-
ing up on the variations in perceptions of impact within the communities
mentioned in the introduction to this chapter, the study asks which particular
groups or persons win or lose from investments and, more importantly, under
what circumstances.

Finally, many of the decisions and actions that determine the ultimate
outcome of investments are taken prior to the investment or during its initial
phases. For this reason, UNCTAD and the World Bank, along with FA0 and the
International Fund for Agricultural Development (1FAD), also launched—in
2015—a new field programme working with investors, communities, govern-
ments, and other stakeholders from the outset of new operations. The primary
objective of this next stage of the work is to infuse responsible and inclusive
practices (taken from extant research, as discussed earlier) into agribusi-
ness operations—including vis-a-vis investor-community relationships—Ifrom
the outset, and to ensure that the outcomes of these operations work to the
benefit of local communities, the environment and the economy as a whole.
Along the way, the research aims to create context-aware procedures, pro-
cesses, approaches and documentation—a toolkit, as it were—for building
inclusive and development-friendly investment-community relationships and
outcomes.
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CHAPTER 5

Sweet and Bitter: Trajectories of Sugar Cane
Investments in Northern Luzon, the Philippines,
and Aceh, Indonesia, 2006-13

Mohamad Shohibuddin, Maria Lisa Alano, and Gerben Nooteboom

Abstract

This chapter aims to understand the complex process of investment and land deal
making through the in-depth study of three cases of sugar cane investment in the
Philippines and Indonesia. It focuses on three different trajectories of sugar cane
schemes—one in northern Luzon, the Philippines, and two in Aceh, Indonesia. By
means of a processual approach, the chapter identifies critical junctures—defined as
crucial moments of dealmaking and interactions in which relations among actors are
renegotiated—at which the investments took decisive turns. These are the collabora-
tion of investors and bureaucratic cooperation between different levels of govern-
ment; control of the development agenda; land deal making and control over land;
control of labour; and curbing resistance. The chapter thus shows that investments in
sugar cane and bioethanol—which often involve land deals—usually turn out differ-
ently than originally envisaged. Implementation problems arise due to the competing
strategies and interests of investors, government departments, workers, landowners,
and brokers, and due to specific historical and institutional constellations. Therefore,
it can be argued that the implementation of investment schemes cannot simply be
understood as the implementation of a contract or an already-planned programme; it
should rather be understood as a constant process of negotiation and adaptation. In
such a context, the identification of critical junctures is crucial for the conduct of mon-
itoring activities and the adoption of adaptive policies during land deal processes.

This paper is based on the PhD fieldwork of Maria Lisa Alano (in northern Luzon) and
Mohamad Shohibuddin (in Aceh), carried out in 2012—13. The authors are members of a
research project on (trans)national land investments in Indonesia and the Philippines,
funded by the Netherlands Organisation for Scientific Research (NWo) woTRo Science for
Global Development programme.
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...land grabbing may be as much the result of host state action and
domestic power dynamics as of foreign pressure (Fairbairn, 2013, 352)

1 Introduction

An integral part of the current boom in agricultural commodity production
is investments in sugar cane and bioethanol—investments that often involve
large land deals. So far, much attention has been paid to foreign investments
and transnational actors who acquire or lease land and invest in commod-
ity production as a response to the increase of prices at the world market.
Evidence suggests that in many areas of Asia, the squeeze on natural resources
and farmers’ landholdings is caused by a less visible, longer-term process of
land acquisition by local and national elites, often—but not necessarily—in
conjunction with foreign investors (McCarthy et al., 2012). Relatively little
consideration is given to the complexities and trajectories of deal making and
implementation processes (Borras Jr. and Franco, 2010). Many deals turn out
differently than originally envisaged by the investors, state agencies, stakehold-
ers and NGOs. Once an investment scheme has been announced or a contract
has been signed, implementation problems arise due to the competing strate-
gies and interests of investors, government departments, workers, landowners,
and brokers, and due to specific historical and institutional settings (Bakker
et al., 2010, 168; Fairbairn, 2013, 137; Hall et al., 2011, 4).

In this chapter we argue that land deals are to be understood as processes
of constant negotiation and adaptation. McCarthy et al. (2012, 556) empha-
sise the need to move beyond ‘more structural accounts that privilege trans-
national forces that have a tendency to overlook local agency and difference’.
In understanding these processes, we therefore build upon approaches that
see the dynamics of changing regime interests, state policies, agribusiness
agendas, traders, and farmers as being mutually constitutive, ‘cumulatively
shaping local production networks’ (McCarthy et al., 2012, 556). The way these
elements work together in a particular location affects the pathway of invest-
ments (McCarthy et al., 2012, 556). We are further inspired by writers such as
Tsing (2005) who wrote that ‘global forces are themselves congeries of local/
global interaction’ producing friction but also new coalitions and alternative
forms of interaction.

This chapter aims to understand the complex processes of investment and
land deal making through the in-depth study of three different implementa-
tion trajectories of sugar cane investment schemes—one in northern Luzon,
the Philippines, and two in Aceh, Indonesia. Although investment and devel-
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110 SHOHIBUDDIN, ALANO, AND NOOTEBOOM

opment policy play a central role in promoting and shaping large land deals in
their initial stages, the relevance of policymaking and adaptation during the
dealmaking process is often neglected. We argue that a processual approach
to the analysis of land deals is needed to produce insights and tools that make
monitoring and policy adaptation possible. Key questions concern which tra-
jectories are unfolding, which actors are important, and how local conditions
play a role. What can we learn from the different outcomes of these sugar cane
investment schemes and how significant are the different investment trajecto-
ries for policy? To examine these questions, we reconstruct the social history
of dealmaking in three schemes of government-supported sugar cane invest-
ment and the implementation processes relating to such deals. We begin
this article with the current outcomes of the three investment schemes, after
which their investment trajectories will be analysed and described in detail.
We identify the collaboration of investors and bureaucrats; control of the
development agenda; land deal making and control over land; control of
labour; and curbing resistance as key junctures at which the land deal process
took a decisive direction which affected or influenced the specific land deals
presented in the paper.

2 Research Locations and Investment Trajectories

The research locations are Isabela in northern Luzon, the Philippines, and
Aceh in Indonesia. In the former, one area was studied (Isabela); in the lat-
ter, two (Central Aceh and Bener Meriah). In all three locations the respec-
tive national governments tried to attract foreign companies to invest in sugar
and biofuel production. The interest in sugar cane emerged as a result of the
global boom in agricultural commodity production, the rising prices of sugar
and biofuels, and the gradual abolishment of domestic subsidies due to global
and regional free trade agreements. In 2006,! in Isabela, a biofuel production
unit was established as a joint venture of foreign and domestic investors. In
Aceh, sugar cane was a well-established crop in Central Aceh and was newly
introduced to Bener Meriah in 2009.

The original plan of the Taiwanese, Japanese, and Philippine investors was
to establish a biofuel company, Green Future Innovations Inc. A domestic
company—Ecofuel Land Development Inc.—would supply the feedstock by
developing 11,000 hectares of sugar cane plantation in the municipality of San
Mariano using contract farming. However, the investment scheme was not
executed as intended due to resistance from NGoOs, the disinterest of farmers,

1 The activities began in 2006 although the companies were registered in 2009.
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and complex property rights. In order for the plantation company to concre-
tise its plans, it shifted to short-term lease contracts and brought in cheap
and experienced sugar cane workers from elsewhere. The bioethanol plant to
which Ecofuel supplies feedstock began operating in 2012, albeit with lower
production levels than originally envisaged because Ecofuel could not yet
comply with the required volume of delivery.

The two cases in the Gayo highlands of Aceh show very different invest-
ment processes, which result in opposite outcomes. Various local varieties
of sugar cane have been grown by local smallholders in Central Aceh since
the mid-1960s. Since then, sugar cane has been processed into red sugar for the
local and regional market in simple, locally built and owned processing units.
As part of a governmental programme to boost biofuel production, in 2009
the Indonesian government financed the establishment of a biofuel plant in
Central Aceh. But this bioethanol plant could not compete with the local sugar
factories, due to weak management, bureaucratic inefficiency, price distortions
of the domestic biofuel market, and a lack of feedstock supply. As a result, the
biofuel plant never became operational. Two years later, another attempt to
establish an industrial processing plant took place when the Singapore-based
company Indo-China Food Industries PTE Ltd began planning to develop a
sugar factory. In 2011, Singaporean investors signed a contract with the Central
Aceh district government to invest in a sugar processing plant. In 2012, a joint
venture, PT Kamadhenu Ventures Indonesia, was established and by mid-2013,
the construction of a sugar factory had begun and land was made available
by the local government. The new investors managed to flexibly adapt to the
local situation by starting with processing locally produced sugar cane so as
not to compete with local production units.

The case of Bener Meriah provides a different story. The sugar investment
area in Bener Meriah is situated on the old front line that separated the Free
Aceh Movement (Gerakan Aceh Merdeka, Gam) and the Indonesian Army.
The area was depopulated as a result of strategic evictions and war atrocities
during the peak of the civil war from 2000 to 2003. The old front line sepa-
rated ethnic Acehnese in the eastern coastal districts, who mainly supported
GAM ideology, from native ethnic Gayonese and Javanese migrants in the high-
lands, who were neutral or in favour of the Indonesian government. Following
the war, this depopulated area became a target of post-conflict development
schemes aimed at reintegration and rehabilitation. The central Indonesian
government, while trying to attract investors, spent a significant amount of
money to introduce high-yield sugar cane varieties and boost smallholder
sugar cane expansion. The district and central governments attempted to pro-
vide a labour force for the expected investors through resettlement and trans-
migration programmes oriented towards Gayo and Javanese migrants who had
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been evicted and lost land during the war. The district government also tried
to provide large tracts of land for the investors by proposing a reduction in
state production forest. However, despite policies and programmes from the
national and provincial governments to attract foreign and domestic investors,
overseas investors pulled out due to the many difficulties they experienced
acquiring land in the post-war landscape, and therefore no processing plant
was ever constructed.

The programmes to introduce sugar cane, implemented by the district gov-
ernment of Bener Meriah and financed from national and district budgets,
were successful in the sense that settlers—some returnees and some newly
resettled inhabitants—started to grow sugar cane. The programmes enabled
local investors to invest in land and simple processing units of the same type as
in Central Aceh. Ethnic Gayo elites and bureaucrats profited significantly from
these programmes, while former landowners and Acehnese war victims were
excluded. Large difficulties were encountered in the introduction of the crops
and with regard to access to land and the distribution of benefits. Meanwhile,
traders and small and medium-sized entrepreneurs, army personnel, and gov-
ernment officials from nearby towns and even from North Sumatra and Java
did acquire land and started to grow and produce sugar cane for the local and
regional market. Unrefined, red sugar is now produced, by smallholders, for
the local and regional market in nearby district capitals (Takengon, Simpang
Tiga Redelong, and Bireuen) and for soy sauce factories in Medan, in North
Sumatra province.

In all three cases, interventions clearly had different results than expected
and governance of the investments was a rather complex and ineffective
process. The impact for local people was mixed. In the Philippines, the inter-
ventions resulted in land leases from smallholders and contract farming
arrangements that benefitted mid- and large-scale farmers. The establishment
of a partly foreign-owned bioethanol plant was facilitated, but not managed,
by the government. In Central Aceh, initial government investments failed, but
foreign, private investment materialised and investors manoeuvred through
local mechanisms and by making use of an existing sugar cane market—a pro-
cess which occurred without much government involvement. In Bener Meriah,
many rural development schemes and government interventions were imple-
mented and the national and district governments tried to convince compa-
nies to invest in the area, but following initial agreements and field surveys,
foreign and domestic investments did not—in the end—materialise. The
government then turned to rural development programmes aimed at growing
sugar cane. These interventions can be understood as attempts to restore state
control over the old front line area and to exercise security measures for sake
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of the Indonesian government vis-a-vis the GAM, which has dominated provin-
cial politics since the 2006 elections. As a result, government officials and local
and regional pro-Indonesian entrepreneurs did profit, while most of the war
victims, especially the Acehnese, were left out.

A more detailed explanation and analysis will be provided in section 6
regarding the interventions and local outcomes.

3 Analytical Framework

In this chapter, we focus on sugar cane, since this agricultural commodity
has attracted renewed interest not only from the government and investors
but also from scholars researching the global land-grab phenomenon. Rather
than focusing on international actors, here we will emphasise shifting power
dynamics and competing actors at the sub-national level in the course of land
investments. In doing so, we adopt a ‘processual’ approach to understand-
ing the evolvement of investments in sugar cane crops and land over time in
the Philippines and Indonesia. A processual approach involves the study of
processes rather than of discrete events and separated actions. In our under-
standing, investments should be studied as trajectories of dealmaking, and
understood as extended processes of negotiation and adaptation stretched
over time. In the following, we will outline some basic elements of this proces-
sual approach to clarify the social reality of policy and business investments.
We will also explain why this processual approach is relevant for policy.

A study of land deals as processes draws upon several bodies of literature.
The first concerns an interactional perspective, understanding land deals as
arenas of struggle and contestation in which different stakeholders compete
over resources and profits (Bakker et al., 2010; Bierschenk, 1988; Long, 2001;
Olivier de Sardan, 2005). In this competition, the issue of access to resources
and the benefits of the intervention is pivotal. ‘Access always involves insecu-
rities due to contested forms of legitimisation, the opportunity of employing
multiple sources of legitimisation (including state law, international human
rights and claims of ancestry), the absence of a single regulating authority
(such as the state) and the relative nature of access (relative to other contend-
ers). Intervention is, therefore, subject to continuous contestation, renegotia-
tion, bargaining and accommodation through which all the parties involved
may land up with some access and control’ (Bakker et al., 2010, 168). Local
actors cannot predict the outcome of such interactive processes; neither can
academics, who are also constrained when endeavouring to make absolute
statements on rights of access.
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We can also learn from the francophone research on development inter-
ventions, of which Bierschenk (1988; 2008) and Olivier de Sardan (2005) are
major proponents. It is revealing to apply their earlier research—into the
implementation of development projects—to investment schemes in agri-
culture, in order to understand the transformation of original goals into new
outcomes and social realities. ‘Project implementation does not mean carrying
out an already-planned programme but is a constant process of negotiation.
One must begin with an analysis of the project’s participants and other inter-
est groups, the goals and reasons for their negotiations, resources they have at
hand—in short, of their own respective projects’ (Bierschenk, 1988, 146).

In post-conflict areas, securitisation is the key force in this process, as com-
peting parties articulate concerns on ‘security matters’ to legitimise their dif-
ferent political and economic stakes during the critical period of transition
to peace. However, rather than reflecting on an objective threat, this kind of
politicisation constitutes a ‘securitising move’ by powerful actors (especially,
in this case, by former rebel and pro-Indonesia leaders), through which certain
issues are elevated to the status of ‘security matters’ in order to be handled
with the politics of emergency, thereby bypassing normal democratic proce-
dures and necessary technical requirements (Buzan et al., 1998). In the context
of post-war Aceh, such securitisation is not merely an appropriation of the
language of peace building ‘to justify [...] various predatory economic behav-
iours’ (Aspinall, 2009, 17); rather, it is also a means for the national govern-
ment to control certain areas and target loyal subjects through agribusiness
and development schemes.

If we want to understand these processes in more detail and bring low-
level actors and groups into focus with global developments, the market, and
local and national structures of unequal power relations and state dominance,
we need an understanding of ‘the service of go-betweens or mediators who
occupy a clearly strategic position’ in this process (Olivier de Sardan, 2005, 173).
Again, here we draw on the rich literature on development interventions and
improvement schemes, particularly that of researchers who carried out pio-
neering work on understanding brokers and brokerage (Bierschenk et al., 2002;
Lewis and Mosse, 2006; Olivier de Sardan, 2005). It is revealing to apply this
literature on development interventions and improvement schemes to under-
standing investments and development schemes as interventions. ‘| Central] is
the premise that [such an approach] can provide policymakers and aid man-
agers with valuable reflective insights into the operations and effectiveness
of international development as a complex set of local, national, and cross-
cultural social interactions; and it is no longer possible to isolate interactions
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in the realm of development from those related to state apparatus, civil soci-
ety, or wider national or international political, economic, and administrative
practices’ (Lewis and Mosse, 2006, 1).

The actions of investors, entrepreneurs, government officials, NGOs, go-
betweens and middlemen are entangled in wider structures of power, depen-
dency, inequality, culture and agro-ecological conditions. They are shaped by
institutional legacies and historical repertoires that differ at different times
and in different places. We thus cannot overlook the mediating role played
by national-level institutions and domestic class inequality in determining the
actually existing outcomes of agricultural commodity investment. We focus
on the processes of brokerage between state development schemes, market
opportunities, investor interests and local smallholders and labourers.

Such a focus on the role of domestic elite mediation is important, in part,
because it belies the ‘win-win’ narratives on large deals currently being pro-
moted by the World Bank and the FA0, among others. Fairbairn’s (2013) study
on foreign land investments in Mozambique finds that indirect land disposses-
sion is the result of the mediating role played by domestic elites. She identi-
fied five sources of power that privileged domestic actors in their relation to
foreign investors: traditional authority, bureaucratic influence, historical accu-
mulation, locally based business knowledge and networks, and control over
the development agenda. These largely correspond with the critical junctures
we identified in Isabela and Aceh, as we shall see in the following sections.

4 Approach and Methodology

Investments are shaped and mediated by the institutional, political, and eco-
nomic context in which they are made. A historical ‘institutionalist’ approach
adds to the understanding of why certain investments materialise and others do
not and what particular shapes investments take. ‘When political institutions
are weakened during transition periods, allocations of power and resources
become open for competition’ (Bertrand, 2004, 10). These periods of institu-
tional change constitute ‘critical junctures, during which the institutionalisa-
tion of social and economic relations is modified along with a reaffirmation,
contestation, or renegotiation of the principles upon which these relations are
based (Bertrand, 2004, 10). For this chapter, we identified the ‘critical junctures’
in the investment process—the crucial moments of dealmaking and interac-
tions in which the relations between investors, the state, institutions, and local
actors changed or were renegotiated, reconfirmed, and reconfigured.
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During data collection, the extended case method (Lund, 2014; Van Velsen,
1967) was used to follow the dynamic interaction and the different processes
in land deal making and investment concretisation. Fieldwork was spread
over a 10-month period in Isabela and the Gayo highlands, and consisted of
interviews, participant observation, and data gathering at the village, muni-
cipal, and provincial levels. A survey was also carried out at the village level
where the biggest concentration of sugar cane interventions took place. In the
research, respondents included women and men, farmers and farm workers,
labour contractors, company field staff and officials, traders, local government
officials, and representatives of government agencies. In Aceh, former GamM
combatants and anti-GAM militia members were also interviewed.

5 National Policies around Sugar Cane Expansion

Agricultural commodities such as sugar cane have attracted renewed attention
during the current agricultural boom following the convergence of multiple
global crises involving finance, food, energy, and climate. The Philippine and
Indonesian governments’ decisions to exercise new policies for the expansion
of sugar cane production can be understood as attempts to create economic
opportunities from these crises through commodities characterised as ‘flex
crops? (Borras Jr. et al., 2014). At the same time, the special treatment that
sugar as a commodity demands, as a ‘special/sensitive product’ within free
trade regime, provides some flexibility for both governments to establish a set
of policies for allocating land, attracting private investments, and enhancing
control over sugar cane downstream products (either biofuel or sugar).

5.1 Policies on Biofuels in the Philippines

Historically, the sugar cane sector had a special position in the Philippines,
cane being its most important export commodity between the late eighteenth
century and the mid-1970s. Large sugar estates, haciendas, were the basis of
wealth for an important part of the Filipino elite—a landed elite that still has
strong political influence as well as stakes in many agro-commodity firms. In
2007, the Philippines was the 10th largest sugar cane producer in the world and
second to Thailand among South-East Asian countries (Fischer, et al., 2008,
31). The island of Negros can be considered as the sugar base of the country,
with almost half of the country’s total sugar cane being produced by its thir-
teen sugar mills. While a small proportion is still exported, production is now

2 Borras Jr. et al. (2014, 2) define flex crops as crops and commodities that have multiple uses
(food, feed, fuel, industrial material) that can be, or are thought to be, flexibly interchangeable.
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primarily for the domestic market, given the fast-growing population and ris-
ing domestic demand.

Investors are seeing sugar cane cultivation in a new light with respect to
the growing popularity of green energy. The Philippines has joined the bio-
fuel production hype with the aim of generating revenue while embarking on
clean energy promotion, having become a signatory to the Kyoto Protocol. The
country thus sees a future for biofuel use in the country and is now a mar-
ginal biofuel producer. Policies have been put in place to further this objective,
most importantly the Republic Act 9367—Dbetter known as the Biofuel Act—of
2006. It requires the phasing out of harmful gasoline additives and the use of
a minimum of 10 per cent bioethanol blend in all gasoline fuel sold and dis-
tributed in the country. Joint Administrative Order No. 1, Series of 2008 identi-
fies proposed biofuel production sites as priority development areas for land
conversion. Such areas are ‘underutilized and marginal’; ‘irrigated and irrigable
lands, especially those used for rice production’ cannot be used for biofuel crop
production. At least two million hectares of the country’s lands are targeted for
agribusiness production, including crops for biofuel and agroforestry (NEDA,
2010). Sugar cane is expected to play an important role in this. In addition,
sugar cane planters supported the Biofuel Act in view of the possible reduc-
tion of import tariffs on sugar because of the Association of Southeast Asian
Nations (ASEAN) economic integration scheduled for 2015.

5.2 Overlapping Policies on Sugar Cane in Indonesia

In Indonesia, many paradoxes can be found in national sugar cane policies. One
set of policies aims to increase national sugar production as part of national
food security policies. Being heavily dependent on imported sugar, the gov-
ernment issued an ambitious policy in 2009 to achieve sugar self-sufficiency
by 2014. To meet this target, as much as 350,000 hectares of new sugar cane
area were to be developed, including Bener Meriah in Aceh (El Hida, 2o011).
Another set of policies targets sugar cane as a priority crop in an attempt to
boost biofuel production by complementing the existing production of palm
oil as biofuel. These policies are framed as a key part of the ‘national energy
mix’ policy? stipulated by Presidential Regulation No. 5/2006, which envisions
biofuel consumption constituting 5 per cent of total energy consumption in
Indonesia by 2025.

3 The Indonesian ‘national energy mix’ policy envisages that fossil oil consumption would con-
stitute less than 20 per cent of total energy consumption by 2025 as total energy demands
would be met from various energy sources including fossil oil, biofuel, natural gas, liquefied
coal, and other renewal energies.
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With this kind of overlap in policies and agenda setting, the Indonesian
case provides a sharp contrast to the Philippine case, where strong, clear-cut
policies on biofuel production were put in place. In the Philippine policy con-
text, downstream oil industry deregulation allows private companies to invest
in the biofuel industry. Its clean air policy demands emission reduction and
the promotion of biofuels as a cleaner fuel alternative. The government of the
Philippines has clearly made an effort to promote biofuel production—also
because the country has no oil itself. The Indonesian policies, on the other
hand, got caught in contradictions and never manifested as intended. Reasons
for this include conflicting policies for sugar self-sufficiency, a national energy
mix, and post-conflict development assistance to facilitate the return of refu-
gees and to involve them in sugar cane production.

6 Sugar Cane Interventions and Local Realities

As we indicated in the previous section, the differences between investments
in biofuel and the need to enhance food production both in the Philippines
and Indonesia have created conditions with regard to policy and institutional
frameworks under which investments in sugar cane could thrive. However, as
we will argue in this section, the specific outcomes of sugar cane interventions
have a lot to do with sub-national power dynamics mediated by local elites
with strong political and economic interests. The contrasting interests of local
actors make straightforward implementation of national policies impossible.

6.1 Sugar Cane Investments in Isabela, the Philippines

In retrospect, the specific trajectory of sugar cane expansion and change in
land and labour contracts in Isabela can be understood by taking a closer
look at several critical junctures where a decisive direction was taken.
In the following section, we follow the processual approach and identify
the following junctures: protest and adaptations; bureaucratic support; the
change from (intended) land acquisitions to land leases and contract
farming; the establishment of beneficial labour contracts for local residents
and the introduction of cheap and efficient labour from elsewhere; control of
the development agenda; and the close cooperation between investors and
local elites.

The investment plans evolved successfully due to a number of factors.
In the beginning, the investment received a lukewarm reception in the villages
because sugar cane cultivation was new to the locality. Some local farmers’
groups associated with bigger groups campaigning against large-scale land
investments in the Philippines also vigorously campaigned against it. To these
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groups, the establishment of the sugar cane investment violates the land and
labour rights of local farmers, not to mention the threats to the environment
and local food security (Aonishi et al., 2011) that such investment entails.
Nevertheless, the investment scheme was established and has been operating
now for eight years—albeit with deviations along the way. Local government
played a crucial role in facilitating the entry of investors and the selection
of the municipality of San Mariano as the main location of the investment.
Once the area was identified by the central government, the investors had
to deal with local government units. Ecofuel negotiated with provincial- and
municipal-level officials in order to gain entry to the villages and identify
plantation sites. The investment scheme received the endorsement of local
government units and was hailed as one of the top investments in the province
and the biggest active bioethanol project in the country. Provincial promotion
brochures prominently feature Ecofuel’s production areas and Green Future
Innovation Inc’s (GFI1) bioethanol plant.

The decision-making process lacked transparency and it excluded small-
holders. Village officials agreed to organise assemblies to promote the
investment scheme at the village level, but the nature of the project and its pos-
sible implications for the community were not explained to the villagers, and
nor was their input requested with regards to the introduction of sugar cane
into their areas. The village officials could have played an active role in this.
The village assemblies could have been utilised as platforms for dialogue
on the acceptability of the investment scheme.

Ecofuel Land Development Corporation was registered as a corporation in
2009, but as early as 2006 had signed contracts with farmers and begun devel-
oping the sugar cane nurseries. Currently, two main types of arrangement are
enforced by Ecofuel: lease and contract farming. Lease contract is the domi-
nant scheme implemented by the company. The lease agreement usually cov-
ers three years and is renewable for another three years. The rent ranges from
PHP 5,000-10,000 (roughly EUR 88-176 in 2014) per hectare per year depending
on the distance of the farm from the processing plant. The company takes over
the land for the duration of the contract, organising production and recruiting
labourers.

The contract farming scheme requires that the landowners work or at least
supervise the farm work themselves. The company advances the production
costs, optionally including labour costs, then deducts these from the grower’s
earnings in the harvest period, computed at PHP 1,200 (approximately EUR 21
in 2014) per ton of sugar cane. Contract farming is the company’s preferred
option, as it makes controlling the quality and productivity of the land possible
and saves on the cost of organising labour. Moreover, all production risks are
born by the farmer, not by the company.
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FIGURE 5.1 Map of San Mariano, Isabela (the Philippines).
SOURCE: MUNICIPAL PLANNING AND DEVELOPMENT OFFICE, SAN MARIANO,
ISABELA, 2012.

Another intervention, this time by the investor, was to capitalise on existing
social relations in the villages in order to acquire land and labour. The com-
pany hired locals as technicians and labour contractors. Company technicians
conducted house-to-house visits but only to convince farmers to lease their
lands and with very little explanation regarding the terms of the contract. The
farmers needed convincing, so technicians emphasised the possible earn-
ings, the advance rental payment, and advances for production costs to be
provided by the company. Using its local personnel to promise incentives to
farmers already facing economic constraints was an effective approach for the
company.

Traditional big landowners turned out to be useful entry points for the com-
pany to gain access to land through lease or contract farming. They were the
first to be contacted during plantation development and their lands were used
for establishing nurseries. Despite the five-hectare ceiling on land ownership
imposed under the agrarian reform programme, there are still landowners
who possess at least 20 hectares, with one prominent landowner reportedly
owning about a hundred hectares in one village. During village assemblies, the
company officials used the experience of the big landowners in their dealings
with Ecofuel to entice small farmers to lease out their lands to the company as
well. The contract farming and lease arrangements with big landowners served
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as a guarantee that the investor could be trusted. At present, the majority of
the lessors and contract growers are small-scale farmers owning less than five
hectares. Their areas converted to sugar cane were previously either not uti-
lised, or used as pasture or cultivated for rice, corn, or vegetables.

The outcome of all these negotiations was that the planned contract farm-
ing arrangement preferred by Ecofuel did not materialise for the majority of its
production areas. In the first years following the establishment of the scheme,
almost all lands were leased for three years and workers were recruited to work
on the leased lands. Labour contractors, on the other hand, were already expe-
rienced in pooling farmworkers to work in small groups on rice and corn farms.
They could also easily mobilise labourers to work for Ecofuel. Nevertheless,
a number of labour contractors recruited labour from traditional sugar-
producing provinces in the Philippines beginning in 2006. Working for nine
months in a year, the farmworkers are hired as migrant labour to perform the
harder tasks avoided by the local farmworkers—for example the harvesting of
canes and their transport to the processing plant.

Another setback for Ecofuel was that it could not develop its targeted
11,000-hectare plantation site in San Mariano because not all farmers wanted
to give up farming. It changed its strategy and looked into adjacent munici-
palities and provinces for possible production areas. Lease and contract farm-
ing remained the two schemes offered by the company. In addition, Ecofuel
encroached upon existing sugar cane-producing municipalities in neighbour-
ing provinces and started buying sugar cane that was destined for the existing
sugar mill in the region. The competition resulting from the entry of Ecofuel
into these markets has been an unpleasant surprise for the existing sugar mill,
but the resulting better prices for harvested cane have been welcomed by sugar
cane farmers.

Existing socio-economic inequalities and political power differences pro-
vided leverage to the elite in dealing with Ecofuel. Members of the elite are
able to bend company rules—such as not signing formal contracts or changing
the nature of agreements, for instance from contract farming to self-financing.
By comparison, smallholders were not given a choice as to which production
arrangements were available to them, nor did they receive advice from local
officials about the possible problems they could encounter if they contracted
out their lands.

Smallholders also complain about the lack of government assistance with
regard to the establishment of the sugar cane investment schemes. For them, the
investments did not bring much benefit. But, true to its market-orientation,
the Philippine government limited its role to identifying potential areas of
production for large-scale land investments, leaving it up to companies and
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landowners to negotiate the terms of their engagement, as is the case with
Ecofuel.

Due to all these difficulties, adaptations, and time-consuming negotiations,
investing in Isabela was quite complex for Ecofuel. Moreover, they faced oppo-
sition from organised farmers’ groups from early on. These groups had their
own intervention strategies with which to resist the investment. The company
suffered losses due to its equipment being burned by militant groups. Some
mobilisations in 2011 and 2012 involved the uprooting of newly planted canes
and the setting up of blockades to stop operations in areas where land own-
ership was contested. The workers also organised strikes in one of Ecofuel’s
farming areas and in the processing plant of GFII in 2012, which also paralysed
operations at one point. Complaints of violation of environmental regulations
were lodged against GFII but the company was only issued with a warning by
the environmental management agency.

The company had its own strategies with which to respond to actions pro-
testing against the investment scheme. Ecofuel pulled out from some of its
production areas to counter such opposition. Halting operations affected the
employment conditions of the local farmworkers. The lands of contract farm-
ers were, in some areas, not maintained, which meant lower cane quality and
thus a lower market price. Ecofuel alleged that local officials had not protected
them from the militants’ actions. Meanwhile, those campaigning against the
investment criticised the inaction of local and national government agencies
regarding environmental, labour, and land grabbing complaints lodged against
Ecofuel.

We can observe a number of critical junctures in the investment and imple-
mentation processes. At these junctures, the interests and agendas of commu-
nity elites, state actors, and investors came together. This collaboration (Tsing
2005) allowed the company to jump-start its operation in the municipality.
Resistance to the investment was effective in the short term, but the investor
was able to adapt and change its strategies, which restrained the opposition’s
initial gains. The investor also managed to control land and labour through its
flexible adaptation of production schemes and the labour regime. The invest-
ment offered income and employment opportunities to small farming house-
holds, but the landed elite profited more through the better deals that they
negotiated with the investor.

6.2 Sugar Cane Interventions and Investments in Aceh, Indonesia

In comparison with Isabela, the specific trajectory of sugar cane expansion
and the establishment of a bioethanol plant in Central Aceh, and the failure
of foreign investments in Bener Mariah, should be understood in the historical
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context of post-conflict interventions and peace agreements. These sugar
cane investments took place in a post-war environment. In this context, com-
plicated land tenure as an outcome of war atrocities, and new provincial and
district power reconfigurations following the peace agreement and the 2006
local elections, became the two main factors influencing the process of invest-
ment in sugar cane and land over time.

After the conflict, local elections were held throughout Aceh province in
December 2006. In these elections, former GaM strategist Irwandi Yusuf was
elected as Aceh’s governor, (henceforth referred to as ‘Governor Irwandi’),
while in the Gayo highlands former anti-GAm leader Tagore Abubakar was
elected as district head (Bupati) of Bener Meriah district (henceforth referred
to as Bupati Tagore). Both these leaders, and other key players in the interven-
tion, had access to development funds provided as a ‘peace dividend’ and soon
engaged in intense contestations regarding post-conflict development agen-
das—including the agribusiness sector—contestations that replicated and
even sustained conflict-era antagonism.

The specific trajectory of this intervention can again be understood by tak-
ing a closer look at the junctures at which critical decisions were made. In
the following section, we look at critical junctures such as governmental and
bureaucratic cooperation; control over and contestation regarding the devel-
opment agenda; available production repertoires and agricultural histories;
the control of land and labour; and the role of labourers, migrants, and local
business elites.

Three mid-slope areas in the Gayo highlands were targeted by the national
government for various sugar cane schemes following the conflict (see
Figure 5.2). The first location, the Pantan Tau plateau in Central Aceh,* has been
a sugar cane producing area since the mid-1960s. Pantan Perempusen (loca-
tion 2) and Rime Mulie (location 3), both in Bener Meriah, are situated in the
former frontier areas. Tens of hectares of sugar cane existed there just before
the war, but all disappeared due to the conflict: war atrocities were rampant
in the area. While only a few people were displaced in Pantan Tau and sugar
cane production continued without major interruptions during the war, many
villages in Pantan Perempusen and Rime Mulie sub-districts were depopu-
lated, while most of the sub-districts’ agricultural areas became grassland or
shrub land. This not only created a drastic change in the rural landscape but
also led to land tenure insecurity after the war.

4 Pantan Tau and other names used for sub-districts and villages in this paper are all
pseudonyms.
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FIGURE 5.2 Map of the Gayo highlands and areas targeted by sugar cane interventions
(Indonesia).
Note: Location 1 is Pantan Tau plateau; location 2 is Pantan Perempusen sub-district,
and location 3 is Rime Mulie sub-district.
SOURCE: BOWEN (1991).

6.2.1 Sugar Cane Investments in Central Aceh

In contrast to the two areas in Bener Meriah, foreign investors found more
land in Pantan Tau, Central Aceh with which to pursue their investment plan.
Firstly, no ‘post-war land’ existed there since the area had been classified
as a ‘white zone’5 Secondly, in the aftermath of the conflict, territorial and pop-
ulation control measures in this region had never become a matter of contes-
tation or the subject of securitisation, such as they had in Bener Meriah. Last

5 During the war, the Indonesian military classified Aceh territory as ‘black’, ‘gray’, or ‘white’
zones according to the degree of their control over that territory and to the GAM’s presence
there (see Aspinall, 2008).
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but not least, Pantan Tau is a well-established sugar cane area covering around
8,000 hectares of low productive sugar cane, which could provide the initial
supply to feed the sugar cane processing plant.

The first attempt to invest there was made by the central government. In
2009, the Ministry of Industry built a plant to produce bioethanol—from sugar
cane molasses—with a production capacity of around 3,000 litres per day. The
plant cost IDR 16.172 billion (approximately EUR 1 million), and its construc-
tion was financed by the central government national biofuel programme. Its
operation would depend on the supply of local sugar cane through free mar-
ket mechanisms. The plant, however, never became operational since the plan
did not work. Without adequate initial capital and due to the distortion of a
highly subsidised fossil oil price, the plant’s competition for feedstock with the
local red sugar processing units made biofuel production uncompetitive. Thus,
farmers continued to process their sugar cane for red sugar rather than selling
it to the bioethanol plant, which offers much lower prices.

Soon afterwards, Pantan Tau was targeted for foreign investment by
Singapore’s Indo China Food Industries PTE Ltd. The investors were inter-
ested in investing in a sugar cane processing plant and in sugar cane estates.
On 24 October 2011, a Memorandum of Understanding (MoU) was signed
in Takengon, the capital of Central Aceh, by the managing director of the
company and the Bupati of Central Aceh district. The MoU stated that
the company would invest in the sugar cane processing complex, which would
produce sugar, electricity, and ethanol.

For the first stage, a total of USD 7.5 million was to be invested in a pro-
cessing plant capable of managing 3,500 tonnes of cane per day (TcD). This
could be expanded to about 10,000 TCD depending upon the economic viabil-
ity of such an expansion and the development of sugar cane estates around
the factory. While the plant in its initial phase would depend on supplies from
local farmers, in order to be able to increase its production capacity in the
next operational step the company demanded that the Central Aceh district
government allocate at least 10,000 hectares for a sugar cane plantation. If the
plant’s production capacity did expand to 10,000 TCD, a further 30,000 hectares
was to be provided by the district government.

In response to this demand, the Central Aceh district government allocated
10,000 hectares of state land and of ex-plantation concession (Hak Guna Usaha,
HGU) in Uning Gading, around 35 km from the north western side of Pantan
Tau. An additional location was still to be found, which would most likely imply
the reduction of production forest areas. Although the company had not yet
started the land acquisition process in Uning Gading, rumours regarding the
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search for land for plasma estate® development had spread widely throughout
the highlands since late 2011, triggering land speculation and a rush on land.

By mid-2012 the company had established a joint venture company, pT
Kamadhenu Ventures Indonesia, and by early 2013 this joint venture had
started to purchase 75 hectares of land in the centre of Pantan Tau to establish
a factory complex. This process was accomplished in June 2013, and the fol-
lowing month the first stage of construction officially began. Although the
construction process was interrupted by a big earthquake, which hit the area
in July 2013, it resumed some months later. Factory construction was still in
progress at the end of our fieldwork period.

Critical junctures in the investment process were: the co-optation of
national and local units of government; converging development agendas; the
ability of the foreign company to adopt a flexible and phased business plan;
the shift to market based approaches, which curbed the opposition of farmers
already producing sugar cane; the provision of land by the district government;
and the availability of cheap labour and an experienced work force.

6.2.2 Sugar Cane Intervention in Bener Meriah
In the third case study area, Pantan Perempusen and Rime Mulie, in Bener
Meriah—Tlargely depopulated due to the massive outflow of refugees—any
attempt to bring in agribusiness investments had to address the problem of
a labour shortage and a general lack of agricultural inputs. The central and
district governments, in their attempts to attract investors, therefore made
great efforts and spent a significant amount of money to mobilise labourers
and investments in crops and to allocate large tracts of land. In this regard,
three interventions have been carried out by the government since 2007: the
first was labour mobilisation, the second was the introduction of sugar cane,
and the third relates to land allocation for sugar cane investments. These inter-
ventions were extremely complicated due to the problematic nature of secur-
ing the cooperation of local elites; conflicts over development agendas; GAM
protests; and securitisation struggles, all of which constitute the key critical
junctures in this case.

In relation to labour, in mid-2007 Bupati Tagore facilitated the arrival of
136 families of conflict refugees and resettled them in Blang Bintang village,
Pantan Perempusen. Interestingly, these families were mostly former Javanese

6 The term plasma estate refers to a specific arrangement of contract farming between a com-
pany and smallholders in Indonesia in which smallholders are provided with agricultural
supports (and sometimes with access to land) to produce a specific commodity as required
by the company.
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(trans)migrants who had fled from various parts of Aceh during the war,
but none originated from Pantan Perempusen. Thus, rather than prioritising
former inhabitants, this programme targeted a group of refugees completely
foreign to the area, but loyal to the Indonesian state. In early 2009, after living
in tents for more than a year, the families were provided with modest hous-
ing built by the Ministry of Social Affairs. The housing complex was located
entirely on Bupati Tagore’s own land.

Further, Bupati Tagore proposed a transmigration programme through
which he expected not only to provide the 136 families in Blang Bintang with
houses and pieces of land as promised, but also to mobilise more labours from
other provinces in anticipation of the expected rise in labour demand due to
the presence of the agro-industry investments. For this purpose, he allocated
9,320 hectares in Pantan Perempusen and 4,200 hectares in Rime Mulie. In
addition, a plan to develop an integrated agro-industry in the transmigration
area was prepared by the Bupati, all with significant support from the central
government (notably from the Ministry of Manpower and Transmigration).

Strong criticism of these agribusiness and transmigration plans was,
however, voiced by the Gam. Since mid-2006, GAM spokesperson Bakhtiar
Abdullah had reportedly denounced the Indonesian government for discrimi-
nating against conflict refugees: ‘Many (ethnic Acehnese) migrants who fled
from Bener Meriah and Central Aceh are ignored, while transmigrant refugees
previously [originating] from Java [have had their moves] fully facilitated and
[are] taken care [of] (Warsidi, 2006). Such criticism—typical of the Gam—
was also echoed by Central Aceh’s Governor Irwandi, and when a letter of rec-
ommendation from the governor was requested as part of the administrative
requirements for proposing a transmigration programme, Irwandi refused to
sign. A compromise was pursued, and the governor finally agreed to recom-
mend the proposal on the condition that it should be a local rather than a
national transmigration programme; that is, the participants could only be
Aceh residents—not newcomers from other provinces.

Concerning the second category of interventions (i.e. those related to the
introduction of sugar cane), a lot of investment was needed to re-establish
the fertility of long-abandoned land in Blang Bintang. Most of the area had
been covered by weeds (imperata cylindrica) and frequent grass fires had
increased the acidity of the land. The newcomers were paid to clear the land.
Yet it was a chaotic and frustrating period for them since certain people claim-
ing to be the rightful owners of the land came to reclaim their parcels after
that these had been cleared. Most such attempts failed, with the exception of
a handful of pre-conflict landowners with political and economic power, such
as government and police officials and army members living in the city, who
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succeeded to secure their land and even accumulated more of it after the end
of the conflict. However, most people failed to get their land back.

The first attempts to introduce sugar cane to Blang Bintang took place in
2009. With his good political networks and links—since the war years—to
national elites, Bupati Tagore succeeded in convincing the central government
to designate Bener Meriah as an area targeted by the sugar self-sufficiency
programme. Thus, during 2009-10 significant funds could be drawn from the
national budget in order to provide farmers in Blang Bintang with cash assis-
tance for preparing land, purchasing local varieties of sugar cane seedlings and
establishing sugar cane plots. At the same time, to securitise the area and place
it under his control, Bupati Tagore deployed military battalion 114/sm, purport-
edly to combat wild boar, the most damaging pest in Pantan Perempusen.

This introduction of sugar cane was a success. In late 2011 a further IDR
1.9 billion (around EUR 119,000) were provided by the Ministry of Agriculture to
develop 50 hectares of nursery plots in Bener Meriah for the purpose of grow-
ing a high-yield variety—PSJT 941—in new sugar cane areas in the highlands.
Bupati Tagore personally benefitted from these projects since he controlled
the programme and located all nursery plots on his own land.

Since 2012, the third sugar cane intervention, again using the PSJT 941 vari-
ety produced by three farmers’ groups on Tagore’s land, has been pursued by
the government in order to further expand smallholding sugar cane areas. This
programme, to be implemented in several years, involves 120 new hectares of
sugar cane production areas in three adjacent villages. The following year, the
programme was executed again by the government targeting more land for
sugar cane production. To support this programme, the district government
of Bener Meriah allocated additional funds from its own budget. This sugar
cane expansion attracted a rush of wealthy investors and entrepreneurs who
wanted to acquire land and thus buy in to the sector.

In 2010, with the sugar cane introduction programme ongoing, the govern-
ment started to offer areas of Bener Meriah to foreign investors. On 11 March
2010, the Director General of the Directorate General of Plantation, within
the Ministry of Agriculture, chaired a meeting between Bupati Tagore and
South Korean Park Energy PTE Ltd. In this meeting, Bupati Tagore offered the
investors as much as 17,000 hectares in Pantan Perempusen and 20,000 hect-
ares in Rime Mulie for sugar industry development. Since large parts of the
areas designated for sugar cane were classified as state forest, the Director
General promised to bring this issue to the attention of the National Team of
Sugar Self-Sufficiency Programme, of which the Minister of Forestry became
a member.
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Following this meeting, on 29 March, the chairman of Park Energy pTE Ltd
Shung Curk Park visited Bener Meriah to start an initial survey. A feasibility
study was conducted some months later and delivered a promising result. The
investors then stated their interest in investing around 1DR 1.8 trillion in Bener
Meriah in a sugar cane processing plant capable of handling 10,000 TCD. To
feed this plant, the investors demanded that at least 20,000 hectares of land for
sugar cane plantation be provided by the government.

Another attempt to attract investors was made by the Minister of Manpower
and Transmigration. During his visit to Guangzhou on 28 May 2011, a public—
private partnership (PPP) to develop sugar cane agro-industrial complexes
in the transmigration area was agreed with Chinese state-owned Guandong
Agribusiness Ltd. In this PPP scheme, a MoU was signed between the company
and Indonesia’s PT Pulau Sumbawa Agro (a subsidiary of pT Kapal Api Group).
In accordance with this MoU, the ceo of pT Kapal Api Group and the Director
General of Transmigration Area Preparation visited Bener Meriah from 12
to 15 July 2011 to survey potential areas for investment. During this visit, the
allocation of at least 15,000 hectares of arable land was discussed with Bupati
Tagore—the amount of land necessary to concretise the company’s plan to
invest in a sugar plant capable of handling 6,000 TCD.

In response to the demand for large tracts of land, the last type of interven-
tion relates to attempts by the Bener Meriah district government to designate
certain areas for agro-industry complexes and to allocate land for corporate
sugar cane plantation. On 22 December 2010, Tagore issued a decree on the
establishment of an integrated agro-industry development area named Garuda
in Pantan Perempusen (the Garuda is the Indonesian national symbol and its
use by Bupati Tagore reflects his ideological inclination vis-a-vis the am eth-
nonationalist movement). The area covers around 17,000 hectares of ‘private
land with and without land titling, all kinds of idle land, and state land’ In
addition, on 21 February 2011, Bupati Tagore proposed a reduction of produc-
tion forest to the Minister of Forestry, involving as much as 3,445.32 hectares in
Pantan Perempusen and 12,119.25 in Rime Mulie.

Governor Irwandi, however, strongly opposed Tagore’s proposal to reduce
forest area in Bener Meriah, as he envisioned another agenda for managing
Aceh’s natural forest and protected areas—his ‘Green Aceh’ development plan.
His refusal to issue a letter of recommendation for reducing forest area pre-
vented the allocation of the large tract of land necessary for sugar cane invest-
ment, and with the land to be derived from forest areas no longer available,
the investors found it impossible to continue their investment plan in Bener
Meriah.
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7 Discussion: Contrasting Outcomes and Critical Junctures

Despite the efforts of various schemes for foreign investment in sugar cane
plantation in the Philippines and in Aceh, Indonesia, involving investors
and the respective governments, of the three cases discussed, only two for-
eign investment programmes were realised. This outcome of the intervention
process can be understood by looking at the differences in the trajectories
of the investments and at the decisions taken, negotiations carried out, and
adaptations made during the process of implementation. The key decisive
moments—the critical junctures—reveal these differences and help to better
analyse and understand them.

If we compare the different trajectories, we can identify five key junctures:
the collaboration of investors and bureaucratic cooperation between different
levels of government; control of the development agenda; land deal making
and control over land; control of labour; and curbing resistance.

In Isabela, investments proceeded thanks to co-optation and agreement at
most junctures. However, ambitions and control over land and labour changed
during the trajectory partly due to refusal of landowners to engage in contract
farming and fierce opposition from civil society groups. Governmental policies
are clear and coherent and the government is cooperative on all levels. Local
landed elites have room to modify deals according to their interests and large
landowners profit more than small landowners. The decision to bring in sugar
workers from elsewhere and to pull out from conflict-ridden areas led to a fur-
ther deterioration in the position of the rural poor. At present, short-term lease
agreements dominate the production arrangements of Ecofuel. The company
uses labour from both migrant and local farmworkers.

In Central Aceh, eventually, the commercially viable investment made in a
Singaporean owned sugar plant thrived under free-market conditions. Critical
junctures were again the co-optation of national and local governments and
the existence of converging development agendas; a shift to market-based
approaches, which curbed the opposition of farmers already producing sugar
cane in combination with the ability of the foreign company to adopt a flexible
and phased business plan; the provision of land by the district government;
and the availability of cheap labour and an experienced workforce. Where
government investments failed due to mismanagement and as a result of con-
tradictory food and energy policies in Central Aceh, once again the flexible
adaptation of the foreign investors turned out to be crucial for penetrating the
sugar area. The company did not intervene in the existing situation of local
land control. Instead, it adopted a phased business plan that allowed it to rely
on local supply for its initial production and only demanded large tracts of
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land in the next phases of its business expansion plan. In the end, the state
was largely absent; its attempt at involvement having failed due to mismanage-
ment, conflicting national policies and poor adherence to market laws.

In Bener Meriah, Aceh, Indonesia, implementation of the investment
scheme turned out to be much more of a struggle, filled with unexpected turns
and moves in which local and regional governmental figures used agricultural
investments to enhance political control and to cater to private gains. At most
of the junctures conflicts could not be solved and antagonism prevailed. The
power play of local authorities and the political, legal, and ethnic complexi-
ties present made foreign investors move out quickly. Government investment
served other political goals than inclusive development and reconstruction
agendas and the interventions were not market driven. However, when the
agricultural investments did unfold, new opportunities were created and other
parties came in, eager to profit from cheap available land, the introduction of
improved cane varieties, and favourable post-conflict business circumstances.
For indigenous Gayonese, small and medium-sized investors, and ethnic Gayo
elites and bureaucrats, the outcomes of the agricultural development initia-
tives were rather sweet, and investments ended up being quite profitable,
although these benefits were unevenly distributed among them.

For former landowners and pre-war inhabitants from various ethnic back-
grounds, however, sugar cane investments provide a bitter outcome since most
of them were excluded from these new opportunities. Meanwhile, for newly
resettled Javanese settlers, the outcomes were rather ambiguous since only
a few have been able to build up savings—from their participation in sugar
cane programmes—with which to purchase land, thus becoming indepen-
dent farmers. The state is significantly involved throughout the process, but
juggles security interests, local power plays, and private interests. As a result,
contestation and conflict were paramount at almost all the critical junctures
and continued over longer periods of time, frustrating foreign investments but
favouring ad hoc coalitions of local elites, small farmers, and local authorities.

8 Conclusion

Investments are usually understood to involve contracts, and contracts to
involve two parties. As the cases described in this chapter show, in agricul-
tural commodity investments in Asia, the reality is much more complex and
investments are processes. Many more actors are involved and results locally
differ from the original intentions of the government parties and investors
who signed the contracts. Investors often operate as joint ventures, conjoined
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with local companies, brokers, and elites. It is typically national or provincial
governments that facilitate deals and make land available to investors; but after
that, other government bodies are involved, with different roles and interests.
In the process of negotiations and adaptations to local agro-ecological circum-
stances and political realities, an increasing number of actors play a role. As a
result, the investment process becomes unclear and outcomes are often unex-
pected and not always sweet.

Hence, while the investments and agricultural development projects rep-
resented a common arena of negotiation for all groups involved in the Isabela
and Central Aceh cases, and while respective national biofuel and food secu-
rity policies provided a common ground for legitimation, the different actors
used very different frames of reference to guide their social interaction and
the rationalisation of their actions. Where in the Philippines free-market nar-
ratives and strong anti-liberalist opposition dominated the debate, in Bener
Meriah, Aceh, government investments proved essentially to be a fight over
territory and people—a continuation of the war by other means. The specific
outcomes of the sugar cane interventions thus have a great deal to do with sub-
national power dynamics mediated by local elites with strong political and
economic interests and, in the case of the Philippines, by farmers’ resistance.

The three case studies discussed in this chapter show how local tensions
and circumstances, as well as conflicts, enable the specific outcomes of invest-
ments. In each case, the outcomes did not evolve exactly as planned. Moreover,
local forces and power constellations also significantly influence the outcomes
of investment schemes. Key junctures are control of the development agenda;
collaboration between investors and the government; land deal making and
control over land; control of labour; elite and bureaucratic cooperation; and
curbing resistance. Our analysis makes clear that this is not a case of com-
panies versus local people, but is rather a much more complex web of inter-
ests and struggles in which government parties can play different roles. Our
analysis also shows the differential outcomes of investments in terms of con-
trol over land, territory, and labour, and of resources divided and distributed
among multiple stakeholders; a series of battles over land, labour, and capi-
tal, culminating in a sequence of critical junctures. If agreement is reached at
one juncture, interests can still be divided at another, critically determining
the direction of the intervention. Further research should therefore examine
the identification and comparison of such critical junctures and the possibili-
ties for policies to monitor the process by focusing on these junctures. Our
conclusions emphasise the unpredictability of intervention processes, as the
outcomes of investment deals are far from clear at the start. We believe that
understanding the processual nature of land deals and the identification of
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critical junctures have important implications for investment policies and
land deal governance. A clear focus on critical junctures in this process will
make adaptive and processual policies possible. Which might, in turn, make
possible transforming some of the bitter consequences of interventions into
sweeter realities along the way.
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CHAPTER 6

Marginal Land or Marginal People? Analysing
Patterns and Processes of Large-Scale Land
Acquisitions in South-East Asia

Peter Messerli, Amaury Peeters, Oliver Schoenweger, Vong Nanhthavong,
and Andreas Heinimann

Abstract

This chapter aims to overcome the gap existing between case study research, which
typically provides qualitative and process-based insights, and national or global inven-
tories that typically offer spatially explicit and quantitative analysis of broader patterns,
and thus to present adequate evidence for policymaking regarding large-scale land
acquisitions. Therefore, the chapter links spatial patterns of land acquisitions to under-
lying implementation processes of land allocation. Methodologically linking the
described patterns and processes proved difficult, but we have identified indicators that
could be added to inventories and monitoring systems to make linkage possible.
Combining complementary approaches in this way may help to determine where pol-
icy space exists for more sustainable governance of land acquisitions, both geographi-
cally and with regard to processes of agrarian transitions. Our spatial analysis revealed
two general patterns: (i) relatively large forestry-related acquisitions that target forested
landscapes and often interfere with semi-subsistence farming systems; and (ii) smaller
agriculture-related acquisitions that often target existing cropland and also interfere
with semi-subsistence systems. Furthermore, our meta-analysis of land acquisition
implementation processes shows that authoritarian, top-down processes dominate.
Initially, the demands of powerful regional and domestic investors tend to override
socio-ecological variables, local actors’ interests, and land governance mechanisms. As
available land grows scarce, however, and local actors gain experience dealing with land
acquisitions, it appears that land investments begin to fail or give way to more inclusive,

bottom-up investment models.

1 Introduction

A growing body of scientific evidence on large-scale land acquisitions (LSLAs)
is helping to inform the heated debate regarding this rapidly unfolding
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phenomenon. Some researchers—particularly those using qualitative, in-
depth case studies—have examined land-acquisition processes within the
dynamics of agrarian change and larger political-economic shifts. Other
researchers have striven to establish quantitative inventories of LSLAs to
improve our understanding of the scale and dimensions of land acquisitions
at the national (Gorgen et al., 2009; Schonweger et al., 2012; Ijllenberg, 2009),
regional (Friis and Reenberg, 2010), or global level (Anseeuw et al., 2012; Cotula,
2012; Deininger and Byerlee, 2011). Based on such inventories, the World Bank
has deemed 445 million hectares (ha) of land worldwide to be ‘marginal land’
that could benefit from agricultural investments because it is not forested
or under protection and has population densities below 25 people per km?
(Deininger and Byerlee, 2011).

Both qualitative case-based approaches and quantitative inventory-based
approaches have persistently met with difficulties and criticism when it comes
to guiding policy on land investments. While case studies focussing on specific
local contexts are good at capturing processes and interactions, they have lim-
ited geographical validity and are typically ill-suited to generalising and inform-
ing policy at higher spatial levels (Anseeuw et al., 2012; Messerli et al., 2013).
By contrast, regional and global inventories based on quantitative approaches
are useful for making large comparisons, but frequently lack insight into pro-
cesses and fail to account for variety and differentiation; they have also been
criticised for relying on faulty or incomplete data sources and for lacking veri-
fication on the ground (Edelman, 2013; Oya, 2013). Similarly, hasty assessments
about unused or underused ‘marginal’ land have been consistently refuted by
intensive case study research (Borras Jr. et al., 2011; Dwyer, 2013; Nalepa and
Bauer, 2012). This research has shown that land targeted by international land
deals is often not idle at all, but rather is subject to claims and is used by peo-
ple who are increasingly being marginalised by processes of globalization.

From a policy perspective, it remains a point of dispute whether or to
what extent LSLAs target marginal land and/or create marginalised pop-
ulations. Overall, the policy-related evidence provided by researchers
appears ambiguous and often contradictory. Because of this, recent pro-
posals have recommended bringing together country-level and case-based
research approaches, taking advantage of conceptual and methodological
complementarities (Messerli et al., 2013; Scoones et al., 2013). Such a research
agenda would aim at linking patterns of quantitative, place-based (spatially
referenced) assessments of LSLAs to insights from processes-based, frequently
qualitative case studies.

Supplying useful scientific evidence for decision-making and policymaking
has also proven difficult in South-East Asia. Here, LSLAs have emerged mainly
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as a regional phenomenon, contrasting somewhat with the ‘land rush’ in
Africa and Latin America where global drivers are seen as especially impor-
tant (Anseeuw et al.,, 2012). Such acquisitions reflect a broader picture of agri-
cultural and societal transformation, characterised by a rapid shift away from
rural subsistence-oriented agriculture in favour of more urbanised societies
and industrialised, market-based forms of land use. Often termed ‘agrarian
transition’ (De Koninck, 2004; Rigg, 2006), this transformation comprises many
simultaneously occurring processes such as agricultural intensification and ter-
ritorial expansion, market-based economic integration, rural-urban migration,
new forms of regulations governing agricultural production, and urbanisation.
None of these processes necessarily follow a linear path and their pace differs
from place to place. Rural transformation processes vary considerably across
the region and across different scales, making it difficult to properly concep-
tualise and understand changes in the Asian countryside as they occur (Rigg,
2005). LSLAs have led to highly dissimilar outcomes from one place to another.
Thus, using single case studies or locally obtained empirical results to formu-
late regional or national policy is highly problematic.

This paper focuses on land investments in Laos and Cambodia. The land
resources in both countries are under significant pressure from LSLAs, espe-
cially as a result of foreign direct investment by neighbouring riparian coun-
tries. Our overall goal is to identify distinct spatio-temporal patterns of LSLAS
across the two countries and to attempt to link them to recurrent or archetypal
processes of implementation of land deals from concession granting to the
final allocation of land. This encompasses two primary objectives: (1) meth-
odologically, we aim to explore and illustrate how quantitative, place-based
(spatial) analysis of land investments can be linked to process-based, quali-
tative studies; (2) as regards content, we aim to improve—based on better
methodology—the generalisation of evidence on LSLAs for policymaking and
decision-making.

The paper is structured as follows. In section 2, we describe our methodol-
ogy and the results of analysing spatial patterns of LSLAs based on country-
level inventories. Here, we focus on the origin of the investors, on crop
types, and on geographical target contexts (including social and ecological
characteristics). In section 3, we describe how we used a meta-analysis of case
studies to identify key factors of LSLA implementation processes and recurrent
linkages between these key factors. Based on these recurrent linkages, we pro-
pose four so-called archetypes of land acquisitions as the basis for a working
typology of implementation processes. Finally, in section 4 we discuss whether
and to what extent spatial patterns of land deals can be related to archetypes of
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implementation processes in order to improve the validity and generalisation
of research results for policymaking purposes.

2 Analysing Spatial Patterns of LsLAs in Laos and Cambodia

2.1 Materials and Methods

In both Laos and Cambodia, national databases of LsLAs have been gradually
built using different information sources furnished by different agencies and
initiatives. In Laos, the bulk of data was collected through an inventory of land
concessions and leases (from the local level to the national level) conducted
between 2007 and 2010, with additional updates and data cleaning occurring in
2012 (Schonweger et al,, 2012). Only 50 per cent of the granted deals collected
in this inventory were spatially referenced. For the purpose of our analysis,
only the spatially referenced deals were used, encompassing 597,600 ha of land
(out of 1.1 million ha, in total, of granted land concessions and leases).

The Cambodian database was drawn together from a variety of information
sources. It includes official data gathered by Open Development Cambodia
(oD, 2013); data from LICADHO (2013); data from NGO Forum (2012); and data
from the Ministry of Agriculture, Forestry and Fisheries of Cambodia (2012); as
well as our own field data. The resulting database combines data on land conces-
sions (with spatial-reference data) comprising 490 deals that cover 4.5 million ha;
the most recent updates and data cleaning took place in September 2013.

Using these unique data sets, we conducted a descriptive analysis looking at
investors’ country of origin, the intended purpose of the deal (by sub-sector),
and the date of approval for each land deal. To gain some initial insights into
the national-level characteristics of land acquisitions in Laos and Cambodia,
we compared the geo-referenced land-deal data with other important spatially
referenced country-level data sets, in particular those on poverty incidence,
accessibility to provincial capitals, and land cover. Because the national land
cover data sets for Laos and Cambodia were not comparable (due to differ-
ing methods and classifications), globally available data were used from the
GlobCover 2009 land classification (Arino, 2010). We calculated the acces-
sibility of provincial capitals (i.e. travel time in minutes) with cost-distance
algorithms in ArcGis 10, using national road data sets, digital elevation mod-
els, land cover data, and main rivers as inputs (Messerli et al., 2008). For
Laos, we used village-level poverty data—from Epprecht et al. (2008)—that
were calculated using small-area estimation based on figures from the 2005
Lao Population and Housing Census and the 2003 Lao Expenditure and
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Consumption Survey (LECS) 111. For Cambodia, poverty measures were derived
from the Identification of Poor Households Programme data set (Kingdom of
Cambodia, 2012) and the Commune Database (NCCD, 2012) for 2008-2010.

2.2 Spatial Patterns of LSLAs in Laos and Cambodia

2.2.1 Dimensions and Scale of LSLAS

An openness to private investment in the form of land concessions has been
present in the economic development policies of both countries for many
years. In Cambodia, a new legal framework was adopted for land investment in
2001; the same occurred in Laos in 2003. In both countries, a series of additional
laws and decrees have reinforced and concretised the trend towards private
land investment (NAoL, 2004; GoL 2008; RGC, 2005). Investors’ responses have
not been slow in coming, giving rise to a veritable ‘land rush’ in both countries.
The countries’ respective governments have also made private investments in
land an explicit part of their official development strategies and policies. But
the growing scale and pace of land concessions have proven highly challeng-
ing to govern properly, sparking criticism both locally and internationally. The
total number of concessions granted in Laos increased fiftyfold between 2000
and 2009, rising steeply after 2005 (Figure 6.1). In Cambodia, there was also a

1200 —
1000 —| LAOS
Cumulative No. of Projects Granted
No. of Projects Granted Annually
500 B
CAMBODIA
600 Cumulative No. of Projects Granted
No. of Projects Granted Annually
400 —
200 —| .ot ) .
01— T L N e A R T T

J I T I
1995 2000 2005 2010 2012
FIGURE 6.1 Trends of land concessions granted in Cambodia and Laos.
Note: Figures for Cambodia do not include mining concessions, as no information
about the granting date of mining concessions was available.

SOURCE: AUTHORS.
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sharp increase in land deals after 2005. The most impressive observation, how-
ever, remains that—starting in 2000—it took only eight years to double the
area granted to investors, from o.5 million ha in 2000 to over 1 million ha in
2008, and only another four years to double it again, reaching over 2 million
hectares in 2012.

Despite the announcement of moratoriums on new land concessions in
Laos (2007, 2009, and 2012) and Cambodia (2012), these deals play a major role
in the economies of each country and will continue to do so based on the sheer
size of existing deals. Today, Laos has already granted approximately 2,640 land
concessions for 1.1 million ha (Schonweger et al., 2012), while Cambodia has
granted about 490 concessions for 4.5 million ha, including mining concessions.
Notably, land granted as concessions or leases constitutes around 5 per cent
of the territory of Laos and around 25 per cent of the territory of Cambodia.

2.2.2 Spatial Distribution of LSLAS

While land investments are spread throughout the two countries, there are
regions where they are more clustered and more highly concentrated in terms
of land area used (Figure 6.2): in the north of Laos, in the north and the north-
east of Cambodia, and also in the south-western region of Cambodia. With
regard to the origin of investors, domestic investments play an important role
in terms of the absolute number of deals in both countries. These domestic
investments are distributed in a similar manner to foreign investments across
each country.

2.2.3 Investors and Main Sub-Sectors Behind LsLAS

While in Cambodia domestic deals account for almost 50 per cent of the entire
land area granted, in Laos they account for less than 15 per cent (Table 6.1).
Consequently, domestic investors in Laos have much smaller deals (by area)
on average. Non-domestic investments are dominated in both contexts by the
following neighbouring countries: China, Vietnam, and Thailand. The prox-
imity of areas to country of origin of the investors who invest in those areas
partly explains the distribution of these regional investments (Figure 6.2).
Investments from foreign countries outside the region, aggregated here under
the category ‘international, only represent small shares (by area and number)
of the remaining concessions (Table 6.1).

In terms of the intended purpose of deals, the forestry sub-sector—includ-
ing all forms of tree crops (mainly rubber, eucalyptus, and teak)—outweighs
the agricultural sub-sector in both countries based on land area used: the
figures are 15,157 km? (forestry) versus 2,813 km? (agriculture) in Cambodia;
and 2,878 km? (forestry) versus 834 km? (agriculture) in Laos. Again, regional
investors from neighbouring countries are the main source of forestry-related
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FIGURE 6.2 Investment project locations in Laos (above) and Cambodia (below) by investors’
countries of origin and by subsectors.
SOURCE: COMPILED BASED ON SCHONWEGER ET AL. (2012), ODC (2013),
LICADHO (2013), NGO FORUM (2012), AND OUR OWN DATA COLLECTION.
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land deals in both countries taken together (53 per cent of deals), with domes-
tic investors also being very important in Cambodia (44 per cent of deals).
International investors hold only 11 per cent of all forestry concessions in both
countries combined. Agriculture-related land deals are generally smaller than
forestry-related land deals. Agriculture-related investments are dominated by
regional (40 per cent of deals) and domestic stakeholders (39 per cent of deals)
in Laos and Cambodia combined; international investors account for another
21 per cent of agriculture-related deals. It is also important to note the signifi-
cance of the mining sector in Laos, as it accounts for the biggest share of land
(92 per cent) among the sub-sectors classified under ‘Other’ for that country
(Table 6.1).

2.2.4 Geographic Contexts of Land Acquisitions at the National Level
Overlaying our map of land deals with earlier land cover data revealed some
interesting spatial patterns. Overall, land concessions are mainly granted in
forested landscapes (42 per cent) and in landscape mosaics of forest, shrub-
land, and grassland (39 per cent); in Laos, such landscape mosaics have histori-
cally been the site of small-scale (mainly shifting) cultivation. Other general
patterns emerging in both countries are that forestry-related concessions (e.g.
tree plantations) tend to be granted in forested landscapes, while deals with
an agricultural focus tend to be granted in landscapes of existing cropland. In
Laos, agriculture-related concessions are twice as likely to be granted in crop-
land landscapes than in other types of landscapes.

Moreover, our spatial analysis reveals that the vast majority of investments
are located in relatively easily accessible areas. Concessions in agriculture are
the closest to provincial capitals in both countries, with an average travel time
of two hours. Forestry concessions come next with an average travel time of
two hours and 41 minutes to provincial capitals. Finally, concessions in other
sub-sectors average over four hours of travel time—this especially reflects the
importance of mining concessions in Laos, which must be situated where min-
eral deposits are located, of course, regardless of how remote that situation
is. In Laos, land concessions tend to be more accessible than in Cambodia.
Nevertheless, the main investors (domestic, Chinese, and Vietnamese) also run
projects in very remote areas of both countries.

2.2.5 Summarising Patterns of Forestry- and Agriculture-Related LSLAS

Laos and Cambodia have both experienced a sharp increase in LSLAS over the
past decade, corresponding to a fiftyfold increase in the number of land deals
in Laos and a fourfold increase in the area granted in Cambodia. The land
acquisitions in Laos are smaller in size but greater in number, and in Cambodia
fewer but larger. Our analysis of the geography of LsLAs in both countries
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revealed some key commonalities and differences. Aware of the risks of over-
simplification, we nevertheless identified and defined the following general
patterns and socio-ecological contexts of LSLAs.

First, forestry is the most important concession-related sub-sector in
Cambodia and Laos based on the amount of land involved. Investors from
neighbouring countries—especially Vietnam and China—play a bigger role in
these forestry-related concessions than do international investors from outside
the region. In Cambodia, domestic investors also play a key role in this sub-
sector. Forestry-related concessions are typically granted for large, contiguous
plots of land, often relatively close to borders of riparian countries. In most
cases, these plots are located in landscapes previously classified as ‘forest’; this
suggests that investors may also see opportunities to extract value from tim-
ber obtained when clearing and preparing investment plots for their ‘intended
purpose’. In Laos, the areas where forestry concessions are located exhibit
the highest poverty rates of all areas affected by LsLAs, while in Cambodia,
forestry deals are in average below the national mean but concern less poor
areas compared to agricultural deals. The agrarian systems affected are partly
subsistence farming systems but more often semi-subsistence systems because
their relatively good accessibility enables farmers to diversify their activities to
include growing commercial crops or earning off-farm income.

Second, agriculture is the next most important concession-related sub-
sector. Domestic and regional investors both play an important role in this
sub-sector. Agricultural concessions are typically smaller in size than forestry
concessions but are somewhat more accessible. In Laos, they tend to occur
in areas displaying lower poverty incidence. Though some agricultural con-
cessions target areas classified as forests, they more frequently target existing
croplands and thus affect populations practicing lifestyles of semi-subsistence,
commercial agriculture, and/or off-farm activities.

3 Analysing Patterns of LsLA Implementation Processes

After identifying these general patterns and socio-ecological contexts of land
acquisitions, we sought to distinguish the different types of implementation
processes that steer such acquisitions. We defined implementation processes
as encompassing all phases, from the initial negotiation of aland concession to
the final allocation of land in specific socio-ecological contexts. Our process-
based analyses comprised three steps: (i) conducting case studies on different
types of LSLAs in order to understand the actors, activities, and institutions
that guide the implementation of land deals; (ii) conducting a meta-analysis
of these case studies in which we identified common key factors and analysed
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their role in the implementation process; (iii) pinpointing and examining
recurrent linkages between the key factors in an effort to distinguish arche-
types of LSLA implementation processes as part of a broader typology. The
following section describes each of these steps. While it provides a detailed
account of the specific set of methods used and the results obtained, the case
studies are initially described only briefly (number and type), as we wish to
focus more attention on how they were used in our meta-analysis.

31 Case Studies on Implementation Processes of LSLAs

Our meta-analysis draws on 15 case studies primarily conducted as Master’s the-
sis projects between 2011 and 2013 in Laos and Cambodia, as part of a broader
research project (Michel, 2013; Sommer, 2013; Zurflueh, 2013). Each case study
focused on a separate company that sought to acquire land in order to invest
in a specific crop. The case studies were designed to improve our understand-
ing of land-deal implementation processes over time (from negotiations to
allocation of land) and across different scales, whether spatial or administra-
tive. Each was conceptually based on a human actor model that differenti-
ates the activities and agency of actors from the dynamic conditions of action
and the intuitions in which actions are embedded (Wiesmann et al., 2011). The
case studies were selected based on national inventories of land investments in
Cambodia (LICADHO, 2013; 0DC, 2013) and Laos (Schonweger et al., 2012) using
factors such as crop type, investor origin, and size of concession area as sample
criteria. A total of 22 case studies in seven Lao provinces and 8 case studies in
two Cambodian provinces were conducted; of these, 15 were included in our
meta-analysis (see Table 6.2).

3.2 Meta-Analysis of Case Studies on LSLA Implementation Processes
3.2.1 Identification of Key Factors

In general terms, our meta-analysis corresponds to an a posteriori compari-
son of already published case studies (Lambin and Geist, 2006). However, our
approach differs from many meta-analyses in land science that investigate
land use decision-making based on comparison of predefined direct or indi-
rect drivers. Because each of our case studies followed a conceptual design
based on a human actor model (Wiesmann et al., 2011), they revealed numer-
ous interrelations between actors, actions, conditions of actions, and institu-
tions. In order to maintain this broad range of important variables and also to
focus our analysis on the most relevant, recurrent interactions, we performed
a sensitivity analysis for each case study as a basis for our meta-analysis.
The sensitivity model for the analysis of dynamic systems was initially devel-
oped by Vester and Hesler (1987), and then further adapted for the analysis of
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TABLE 6.2  Case studies used for the meta-analysis of LSLA implementation processes

Crop Investors’  Company Location (Province) Area granted
origin (ha)
Rubber China Ruifeng Luangnamtha 10,000
Lilieng Vientiane Prov. 2,500
Rongxieng Savannakhet 2,407
Guangda Savannakhet 1,800
Vietnam  Daklak Attapeu, Champasack 10,000
Hoang AnhYaLay Attapeu 10,000
Ho Chi Minh Youth Attapeu, Champasack 6,000
Viet Lao Rubber Champasack 10,000
Joint Stock
Thailand  Lao Thai Hua Vientiane Prov. 30,000
Eucalyptus & China Sunpaper Savannakhet 39,000
Acacia India Birla Lao Khammuane, 50,000
Savannakhet
Japan Qji Lao Khammuane 50,000
Coffee Singapore Outspan Champasack 2,900
Thailand  Paksong Highland =~ Champasack 3,100
Sugar cane Thailand  Mitr Lao Savannakhet 10,000

SOURCE: AUTHORS.

socio-ecological systems by Messerli (2000). It initially requires researchers to
define a set of key factors that: (i) are representative of the social, political,
economic, and environmental dimensions of the system; and (ii) capture key
interactions between these factors occurring in the system.

This narrowing down of key factors was discussed and carried out together
with the researchers who conducted the original case studies. We defined three
general domains considered to be important mutual conditions of action in
the LsLA implementation process: the domain of land investment, the domain
of land governance, and the domain of the socio-ecological context. For each of
these domains, we then chose eight key factors covering relevant components
of the human actor model and corresponding to the criteria mentioned above
in (i) and (ii). Table 6.3 lists all 24 key factors identified across the three general
domains, specifying their quality and rationale.
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TABLE 6.3  Key factors in LSLA implementation processes
#  Key factor Quality and rationale
1. Origin of investors Country of origin
2. Type of crop Intention of investment
3. Time of investment Year when land was allocated
£ 4. Accessto political power Investors’ access to political power including
g historical ties and political backing in host
g country and country of origin
;5 5. Access to cheap labour  Perceived and actual availability and price of
g force labour force
:o 6. Size of company Overall power of company including access to
= capital and stock exchange
g 7. CSR commitment Investors’ commitments to corporate social
a and environmental sustainability and a good
reputation
8.  Size of concession Total size of land requested and granted for
investment
9. Economic growth Government endeavours to push economic
strategies growth through regional integration and
foreign direct investment (FD1) in land
10. Policies related to land Includes policies related to shifting cultivation,
land use planning, infrastructure development,
relocation, etc.
g 11. Top-down granting of Central level officials granting concessions and
§ concessions delegating implementation to lower
g administrative levels
8 12. Powerof district/ Power of provincial and district officials
FC% provincial officials actively involved in granting rights and support
:o to investors
-E 13. Experience with LsSLAs ~ Decision makers’ prior experience of LsLAs
§ 14. Patronage and corruption Patronage and corruption among different
a stakeholders and also across sectors and levels
15. Land tenure insecurity Legal pluralism and relative power differentials
of institutions governing land access and land
use rights
16. Land surveys Companies and/or government collecting

information on land, involved stakeholders,
and possible impacts
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#  Keyfactor Quality and rationale
17. Available and suitable Land availability as perceived by local people
land or as constructed by powerful actors and
policies
18. Land cover and land use  Pre-existing land use and land cover in areas
targeted for land investments
19. Logging Logging prior to investment is often seen as an
important incentive for investors or/and
¥ authorities involved
§ 20. Biophysical factorsand ~ Opportunities t.o a