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Executive Summary

The 2007/2008 spike in the price of agricultural
commaodities was accompanied by a spike in media
reports of huge transnational farmland acquisitions.
Commentators were soon referring to “land
grabbing’, or to a new “global land rush”. However,
others have argued that the boom is really only a
bubble which is driven by speculation and is thus
not likely to materialize in real projects. While some
have seen a major threat to the rights and livelihoods
of the rural poor in the Global South, others have
pointed to potential opportunities arising from
new investment in a long-neglected sector. The real
extent and the nature of this new phenomenon
have been hard to assess, particularly because of the
lack of reliable data.

The Land Matrix project was set up to respond to
this gap. It is a partnership between the Centre
for Development and Environment (CDE) at the
University of Bern, the Centre de coopération
Internationale  en  Recherche  Agronomique
pour le Développement (CIRAD), GIGA German
Institute of Global and Area Studies, Gesellschaft
fur Internationale Zusammenarbeit (GlZ) and the
International Land Coalition (ILC). The Land Matrix
project systematically collates and seeks to verify
information on large-scale land acquisitions. It
records transactions that entail a transfer of rights
to use, control or own land through sale, lease or
concession; that cover 200 hectares (ha) or larger;
and that have been concluded since the year 2000.
The main sections of the database are now publicly

available (http://www.landportal.info/landmatrix).

This report draws on the Land Matrix database to
analyze and better understand the phenomenon of
large-scale agricultural land deals. It focuses on:

("deals”)
targeting the Global South and Eastern Europe,

» land acquisitions or investments

including only low and middle income countries;

» transnational deals, excluding deals where only

Vi

domestic actors are involved; and

» dealswheretheenvisionedland useisagricultural.

The Land Matrix figures confirm that there is a
worldwide rush for land, although it has lost some
of its initial pace. Many deals have been more
than just speculation and strategic positioning. A
large number of contracts have been signed and
followed through by the implementation and start
of operation of projects.

However, the “global land rush” is anything but a
simple phenomenon. It involves a large number
of target countries with very different investment
conditions, as well as a great variety of actors
with differing investment motives. Each land deal
has its own specific characteristics. In addition to
the complexity of the topic, there is a huge lack
of transparency on land governance matters, in
particular regarding planning and decision-making
processes, contractual agreements, and issues of
community involvement and compensation. Little
is known about the short and expected long-term
effects of these investments. Even with the data
collated by the Land Matrix project, the picture
of large-scale land acquisitions remains hard to
decipher.

This study has five main parts. The first gives a global
overview and emphasizes the indisputable reality
of the large-scale land acquisitions. The second
details the target countries and regions. It looks
at the determinants of investment decisions and
inquires whether investors really target marginal
land. Thirdly, this study examines the investor
countries, the investors and their characteristics.
The fourth part focuses on learning more about
the drivers of the global increase in demand for
land. Finally, the processes of large-scale land
acquisitions are examined, including an assessment
of compensation and potential benefits.


http://www.landportal.info/landmatrix
http://www.landportal.info/landmatrix

The Land Matrix database provides evidence that
the phenomenon may be even larger than assumed
until now. This report suggests that:

The rush for land is real, although it has fallen
from its 2009 peak. The Land Matrix contains
reports of 1217 agricultural land deals, amounting to
83.2 million ha of land in developing countries. This
is equivalent to 1.7% of the world’s agricultural area.
Data for 625 (51.4%) of these deals, covering 43.7
million ha (39.3%) have been evaluated as coming
from a reliable source of information. Nonetheless,
it is still difficult to estimate the true scale of the
phenomenon, which may still be larger than all
the reported deals together, because of the lack of
transparency that surrounds many deals. Moreover,
some of these deals lack information on the size of
the deal.

A significant proportion of reported deals lead
to real legal transfers and implementation. Out
of 1217 agricultural land deals, 403 (32%) were
reported as signed, corresponding to 26.2 million
ha. 330 (27%) of the reported deals have so far led to
implementation activity, affecting approximately 21
million hectares.

The rush has slowed, but continues. Reports of
land deals declined after their peak in 2009, but the
decline in the actual conclusion of contracts was
slower. While some of this decline may be due to
the easing of commodity prices, the financial crisis
and new realism about the risks of the investments
concerned, it may also reflect a new wariness about
announcing very large-scale prospective deals, and
a shift in media interest to other topics.

The Land Matrix also provides evidence on the
targets of investment, which can be analyzed on a
global, regional or local scale, and in terms of quality
of governance and level of economic development,
and the types of natural resources involved.

Africa is the most targeted region. 754 land
deals covering 56.2 million ha are located in Africa,
compared with 17.7 million ha in Asia, and 7 million
ha in Latin America. Reported land deals in Africa
concern an area equivalent to 4.8% of Africa’s total
agricultural area, or the territory of Kenya.

The majority of reported acquisitions are
concentrated in a few countries. A large number
of countries (84) are reported to be targeted by
foreign investors, but just 11 of them concentrate
70% of the reported targeted surface. Among those
11 countries, 7 are African, namely Sudan, Ethiopia,
Mozambique, Tanzania, Madagascar, Zambia and DR
Congo. In South-East Asia, the Philippines, Indonesia
and Laos are particularly affected.

Investors are targeting countries that are among
the poorest, are poorly integrated into the world
economy, have a high incidence of hunger, and
weak land institutions. The data reveal a tendency
for investors to focus on the poorest countries,
and those that are also less involved in world food
exchanges. Our results confirm that investors are
targeting countries with weak land tenure security,
although they try to look for countries that, at the
same time, offer relatively high levels of investor
protection. Furthermore, 66% of the reported deals
go to countries with high prevalence of hunger.

Investors are competing for land with local
farming communities. Approximately 45% of
the land deals target cropland or crop-vegetation
mosaics. Intensive competition for cropland with local
communities is therefore likely. Even where national
indicators may suggest large reserves of suitable land,
target locations are often found within cultivated
areas and farmland. This analysis thus contradicts the
notion that investments are mostly focused on “idle”
land and serve to bring it into production.

Forested areas are highly affected by land
acquisitions. About 24% of the land deals are
located in forested areas, representing 31% of the
total surface of land acquisitions.
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Investors have a tendency to target land
with high yield gaps, good accessibility and
considerable population densities. Spatial
analysis of land deals reveal that investors tend to
target cropland where the yield gap is relatively
large, and where additional inputs (water, fertilizers,
seeds, infrastructure and know-how) may create
greater yields. Accessibility is another criterion for
choice of target area: the majority of deals may be
less than 3 hours away from the next city. More than
60% of all land deals target areas with population

densities of more than 25 persons per km?.

Who are the investors?

While the focus of early media reports was on the
role of public bodies such as sovereign wealth funds,
and on certain investor countries, it has so far been
difficult to get a comprehensive picture of the type
of investors involved in large-scale land acquisitions.
The Land Matrix provides data on the type and
origin of investors.

A new regionalism is emerging. According to
the Land Matrix results, investment originates from
three groups of countries: emerging countries
(Brazil, South Africa, China, India, Malaysia, Korea);
Gulf states; and countries in the “Global North”
(USA, European countries). There is a strong trend of
intra-regional transactions with, for example, firms
from Brazil, Argentina and South Africa seeking to
replicate domestic success through investments in
their regional neighborhoods.

Investment is coming from wealthier, food
importing countries. Countries of investment origin
have an average GDP per capita four times higher than
target countries. The former are also net importers
of food, with net imports of USS 13.9 per capita (US$
306 per capita for countries that are only the origin of
investment, not targets).

Investors are both public and private actors.
The Land Matrix data reveal four different types of
investors: private companies (442 projects; 30.3
million ha); state-owned companies (172 projects,
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11.5 million ha); investment funds (32 projects, 3.3
million ha); and private-public partnerships (12
projects, 0.6 million ha).

Partnerships are important for investors. Foreign
investors have built partnerships with domestic
companies in 12% of cases, probably as a way of
reducing the costs of complex local administration,
and for legislative reasons in some contexts. Foreign
investors also often act in partnership with each
other. Investors from USA, UK and South Africa have
formed such partnerships in about a third of the
deals in which they are involved.

What is driving the land rush?

The driving forces behind large-scale land acquisitions
include increased global demands for different crops
and, at a more fundamental level, expected future
demands for water, food and energy. Investor choices
about the location of land acquisitions and the types
of crops grown are a reflection of the expectations
created by these long-term trends.

The rush for land is being driven by long term
trends. The recent surge in investor interest has been
triggered primarily by the food price crisis of 2007-
2008. But far from being a brief phenomenon, the land
rush is likely to continue in the long run because of
the trends that are driving it. Among the main drivers,
we find expectations of rising prices, population
growth, growing consumption rates and market
demand for food, biofuels, raw materials and timber,
carbon sequestration and financial speculation.

Investors are acquiring water. In some regions
of the world, water scarcity is increasingly a key
constraint on agricultural production, leading
to escalating competition for water resources.
Calculations reveal that in two thirds of the countries
targeted, water consumption will increase as a
result of large-scale land acquisitions. Overall, the
increase in water consumption in these countries
is estimated at 12.7%. Land acquisitions can be
expected to have a positive effect on the freshwater
balance of investors’ countries of origin, by contrast.



Both food and non-food crops are important,
but investors are seeking flexibility to switch
between them. Drawing on reliable data sources,
the Land Matrix reveals that food production
accounts for 34% of investments, non-food crops
account for 26%, “flex crops” for 23% and “multiple
uses” for 17%. The importance of non-food and
“flex” crops shows the extent to which investors are
attracted to biofuels and other, more traditional,"high
value crops”such as rubber (37 projects).

The “flex crops” (soybean, sugarcane and oil palm)
are so called because these crops can either be
used for food or non-food purposes (particularly for
biofuel). The importance of flex crops and multiple
use projects makes the real balance between food
and non-food production difficult to determine.
It also suggests the importance to investors of
flexibility in the face of risks linked to price volatility,
commercialization, and so on.

Most projects are export-oriented. For the 393
cases where information on the main destination of
production is available, export is the principal aim
of production. Domestic markets are of marginal
concern. Of the projects that are export-oriented,
43% aim to send the production to the country of
origin of the investors. These projects are mainly
concerned with food crop production (42%), which
supports the argument that food security is one of
the drivers of the land rush.

Two of the chief causes of concern about large-
scale land acquisitions relate to the way they are
decided and carried out, and their local impacts.
For a number of the cases recorded in the Land
Matrix database, information has been reported on
such issues as consultation, on who is recognized
as the vendor or leaser, on who used the land prior
to the acquisition, on the displacement of former
land users, and on compensation, employment
and other benefits.

Land governance systems are often notadequate
to deal with large-scale land investments.
The involvement of foreign investors often has
repercussions for the local land tenure system. It
is common that the prospect of attracting foreign
investment may alter the significance and role of
formal land rights that are often held by state. Local
authorities such as village chiefs who often play a
key role in allocating land rights appear to frequently
fail to act in the community’s interest.

Governments are selling land that is used by
smallholders. The analysis of the limited number
of projects with information on previous land use
confirms that the land acquired by investors is often
used by smallholders. However, the same land is
typically sold or leased by the state; this being a
direct consequence of diverse land tenure systems,

in particular in African countries.

Acquisitions are rarely based on Free, Prior and
Informed Consent (FPIC) and there is limited but
worrying evidence on evictions. The evidence from
the Land Matrix reveals that only very few projects
seem to engage in adequate consultations with
local communities. In the few cases with community
involvement, the consultation process is typically
described as “limited”. Moreover, the database reports
a small number of projects that lead to substantial
evictions. While information on the sensitive issue of
displacement is — not surprisingly — scarce, the fact
that most land acquired was at least partially used by

local farmers, gives cause for concern.

Rates of compensation are often very low. For
a limited number of cases, the Land Matrix has
information on compensation (typically stated
intentions). Compensation arrangements range
from in-kind grants to the community, such as
building social or productive infrastructure, to cash-
payments for affected individual farmers. One-off
payments are frequent, but lease fees are also paid
in some cases, and range from 7 US cents to 100
USS$ per ha annually. Such variation is linked to the
lack of functioning land markets and corresponding



price signals in many affected regions, a situation
that some investors may exploit to their advantage.
As those compensation or lease payments are
often received by local authorities on behalf of
communities, they may be prone to theft.

Some infrastructure, but little evidence on
benefits from employment generation. Evidence
on how local communities may otherwise benefit from
investment projects is also scarce. The great majority of
projects with reported benefits mention infrastructure
improvements such as health or education facilities,
better access to markets and project infrastructure that
can be used by the local population.

The limited information on employment creation
suggests that for some projects, this effect could
be significant. However, it is difficult to distinguish
between additional employment creation and job
replacement, in particular where smallholders lose
access to land and their former employment.

Key conclusions

In summary, this report confirms that the drive for
land acquisition is a global trend that already has
considerable impacts. The database on which it
is built, the largest of its kind, shows that Africa is
the continent mainly targeted. On global scale,
land deals since 2000 are reported to affect an area
equivalent to more than 1.7 percent of the global
agricultural area.

Investors from countries that are wealthier and
net food importers are acquiring land in poorer
countries with high incidences of hunger and weak
land governance. Both food and non-food crops are
produced, often for export.

Although there is a tendency to acquire land in
countries with large reserves of uncultivated land, a
closer examination reveals that almost halve of the
deals concern areas that are already used for crops.
Investors target areas that are easily accessible, have
a high yield gap and have considerable population

densities. High competition for land with existing
users is unavoidable.

Acquisitions are rarely based on Free, Prior and
Informed Consent (FPIC) and there is limited but
worrying evidence on evictions. Scarce reports
on other benefits suggest some infrastructure
provision, but provide little evidence on benefits
from employment generation.

Large-scale land acquisitions are also partly
targeting forested and grazing land, creating trade-
offs with environmental and social goals. There are
also indications that water stress may increase as a
result of land acquisitions in target countries.



Introduction

The 2007/2008 spike in commodity prices marked
the start of a surge in media reports on farm land
acquisitions that were soon referring to a new
“global land rush”. However, others have argued that
the boom is really only a bubble, and not likely to
materialize in real projects. While there have been
common concerns expressed that the rush for land
may constitute a major threat to the rights and
livelihoods of the rural poor in the Global South,
others have pointed to potential opportunities for
food security and rural development arising from

new investment in a long-neglected sector.

The real extent and the nature of this new
phenomenon have been hard to assess, particularly
because of the lack of widely available, reliable
data. There is a huge lack of transparency on land
governance matters, in particularregarding planning
and  decision-making  processes, contractual
agreements, and issues of community involvement
and compensation. Little is made public, or even
known about the short and long-term effects of

these investments.

In addition, the “global land rush” is anything but
a simple phenomenon. It involves a large number
of target countries with very different investment
conditions and land governance systems, as well as
a great variety of actors with differing investment
motives. Each land deal therefore has its own
specific characteristics, defying attempts to make
easy generalizations.

The Land Matrix project was set up to respond to the
lack of widely available, reliable data on large-scale
land transactions in the Global South. It collates and
evaluates data from a wide range of sources on large
transnational transactions in the agricultural sector
and other sectors. This report represents the first
thorough analysis of the Land Matrix database.

The Land Matrix figures confirm that there is a
worldwide rush for land, and while the rate of land
acquisition in developing countries appears to have
lost some of its initial pace, the Land Matrix data
does not support the argument that this rush is only
a speculation-driven bubble, unlikely to materialize
in real projects. A large number of land acquisitions
have been followed by project implementation.

The Land Matrix - Tracing, verifying and
following-up land deals world-wide

Since 2009, a partnership between the Centre
for Development and Environment (CDE) at
the University of Bern, Centre de coopération
Internationale  en  Recherche  Agronomique
pour le Développement (CIRAD), GIGA German
Institute of Global and Area Studies, Gesellschaft
fur internationale Zusammenarbeit (GIZ) and
the International Land Coalition (ILC), has been
systematically collating and verifying information
on large-scale land acquisitions. This Land Matrix
records transactions that entail a transfer of rights
to use, control or own land through sale, lease or
concession; that cover 200ha or larger; and that have
been concluded since the year 2000. The database is

now the largest of its kind.

The data comes from a variety of sources including

media, international and non-governmental
organizations, as well as academic (and in part field-
based) research. Reports are chiefly sourced through
the two most active Internet portals that deal with

landtransactions, www.commercialpressuresonland.

org of the Land Portal operated by the International
Land Coalition (ILC) and www.farmlandgrab.org
operated by the NGO GRAIN.

Data classified as reliable are available via the Land
Portal (http//www.landportal.info/landmatrix) and

include information on name of investor, country


www.commercialpressuresonland.org
www.commercialpressuresonland.org
www.farmlandgrab.org
http://www.landportal.info/landmatrix
http://www.landportal.info/landmatrix
http://www.landportal.info/landmatrix

of origin, target country, hectares of acquisition and
sector of production. The database contains further
fields of information that have been collected where
possible, on which this report has also been based,
but which are not made public for legal reasons.

How reliable is the data?

The database ranks data reliability on a scale of 0 and
3. A reliability rank of 0 is given to land transactions
only reported by the press or other sources (typically
websites), and that have not undergone any process
of verification. A reliability rank of 1 is assigned to
transactions reported by sources judged more
reliable, in particular research papers based on
field research, company websites and government
records. A reliability rank of 2 is given to land
transactions that have been cross-checked by the
Land Matrix Partnership through questionnaires
submitted to organizations working in the host
country. A rank of 3 is assigned to cases where
contractual agreements have been made publicly
available. Cases with reliability ranking of 1, 2 or 3 are
referred to as “reliable”. The term “reported” refers
to all cases, including those with a ranking of 0. As
the database matures, cases will be revised in terms
of their reliability.

However, it must be noted that even where data has
been classified as “reliable’, it can still be subject to
change.

Various factors may also influence the coverage of the
database. One factor is media bias (e.g. a tendency
to focus more on some countries as “land-grabbers”
than others). Another is the effect of different levels
of transparency. Thus Peru’s transparency laws
allow access to information on all large-scale land
acquisitions, for example, whilst reports and research
may under-represent the phenomenon in Congo
Basin states. Information on the implementation
status of each acquisition (whether the project is in
the start-up phase, in operation, etc.) is limited, being
available only for some cases reported as having a

completed contract.

The coverage of this report
This report covers:

» Countries of the ‘Global South’ including only low
and middle income countries, and countries in
Eastern Europe, as targets of land acquisition.

» Acquisitions by foreign investors (excluding
purely domestic transactions).

» Agriculture-oriented projects (although globally
assessing the significance of land acquisition
in other sectors, in-depth analyses will exclude
mining, tourism, etc.).

The figures presented in this report thus differ
significantly from those in previous reports based
on the Land Matrix such as “Land Rights and the
Rush for Land” (Anseeuw et al,, 2012) which used a
less selective range of data (covering sectors such
as forestry and mining, for example). This report
also reflects updates to the database as of February
2012, including new entries and revisions based on
the ongoing cross-checking process. More details
on the methodology of the Land Matrix are given
in Appendix 1.

Thisreportisstructuredin 5 parts. Part 1 gives a global
overview and emphasizes the indisputable reality of
the large-scale land acquisition phenomenon. The
second part details the target countries and regions
and, notwithstanding announcements that marginal
land will be targeted, the factors that appear to
influence investors’ choice of locations. Part 3
presents investor countries, the investors and their
characteristics. Part 4 focuses on the drivers of land
acquisitions. Finally, the processes of large-scale land
acquisitions are detailed in Part 5, presenting the
different land tenure systems affected, the previous
land uses/users, the displacements occurring, as
well as the information available on compensation
and potential benefits.



1.Global overview

- The rush

for land for agriculture

The rush for land - A reality

The Land Matrix contains reports of 1217 agricultural
land deals, amounting to 83.2 million hectares
of land in developing countries. This includes
all reported and reliable data on transactions,
concerning solely agriculture. Of these reports, data
on 625 deals (51.4% of total) covering 32.7 million
hectares (39.3% of total) are classified as reliable, and
we can say with confidence that in these cases a
land transaction, i.e. at least a transfer of land rights,
has taken place (Table 1). The identified surface
areas represent respectively the area of France and
Germany combined (reported data) or Germany,
Belgium and the Netherlands together (reliable
data), and are equivalent respectively to 1.7% and
0.7% of world’s agricultural land.!

The results emerging from the Land Matrix thus
provides evidence that the scale of the phenomenon
affecting developing countries is significantly larger
than assumed until now, even if only agricultural

deals are considered. The World Bank report, “Rising
global interest in farmland” (2010) presents a figure
of 46.6 million hectares worldwide reported in the
press between October 2008 and August 2009. The
Land Matrix figures reveal a reported area 78.6%
greater than this (although more reliable data only
account for an area 29.8% lower than the World Bank
estimation). One of the major reasons explaining this
difference is the different time period considered.

A significant proportion of the deals that are
reported, but for which no reliable information
source yet exists, have very probably taken place.
Indeed, the reported data may underestimate the
real scale of the phenomenon. The main reason for
caution in estimating the scale of transactions is
the non-transparent manner in which these deals
are taking place. Very little information is readily
available regarding these deals.

Table 1: Number of large-scale land acquisitions for agriculture and their size

Number of deals

Only Reported 592
Reliable 625
Total 1217

Number of hectares
50481345
32735012
83216357

Source: Authors’ calculations based on the Land Matrix.

! Global agricultural land amounts to 4889 million ha,
source: http://faostat.fao.org/


http://faostat.fao.org

Effective implementation
of large-scale land acquisitions

It is evident that a high proportion of deals that are
reported, and that can even be classified as from a
reliable source, are never implemented. Out of the
1217 agricultural land deals, amounting to 83.2
million hectares of land in developing countries,
403 deals (31.5%) covering 26.2 million hectares
were reported as actually signed (the reliable data
covers 223 cases and 11.3 million hectares, see Table
2). To estimate the area that has been brought into
production under these deals is still more difficult, as
implementation may be only partial. However, 330
projects, nominally covering 21 million hectares, are
reported to have started production. This represents
approximately the area of the United Kingdom.
Although the latter represents only 25.3% of area
covered by all reported deals, it does represent an
81.9% implementation rate for deals that have been
reported as signed.

The difference between the reported deals and
projects that have started production is related to
the following factors:

» Some operators may have underestimated the
managerial and technical difficulties related to
the implementation of large land deals in often
difficult ecological, political, bureaucratic and
socio-economic environments. This issue is likely
to be particularly relevant to operators that do not
have an established track-record in agriculture.

» Investors may not be successful in gaining the

attributes they seek, thus leading the investor to
pull out. This was reportedly the case in Mali and
Madagascar among others (Oakland Institute,
2011a; Andrianirina-Ratsialonana et al, 2011).
Brautigam (2011) gives the example of a Chinese
parastatal backing down on its allegedly well-
received request to access 100,000 ha to three
million hectares of forested lands to grow oil
palm, following feasibility studies which showed
insufficient transport and infrastructure support
from the area.

» Some public announcements of land deal
negotiations may reflect the strategic and
speculative positioning of investors aiming
to secure land even in the absence of specific
investment plans in the short term, but in the
expectation that land prices will increase.

The gap between reported deals, reliable
cases, and implemented projects, should not
Indeed,

negotiations and certainly contracts signed but not

cause complacency. announcements,
implemented may still exacerbate pressures on land
and lead to displacements or a weakening of land
rights for the local population. Potential benefits
of long-term investments, such as irrigation and
other infrastructure, access to markets and jobs (see

Chapter 5), will not materialize either.



Table 2: Land acquisitions for agriculture with contract signed

Number of deals

Only Reported 180
Reliable 223
Total 403

Number of hectares
14900000
11300000
26200000

Source: Authors’ calculations based on the Land Matrix.

Table 3: Land acquisitions for agriculture where production has started

Number of deals

Only Reported 128
Reliable 202
Total 330

Number of hectares
8235326

12800000

21035326

Source: Authors’ calculations based on the Land Matrix.



A growing phenomenon -
although its pace has slowed

The Land Matrix data (reported and reliable) suggest
that the rate of acquisitions remained low until 2005,
whereafter it accelerated greatly, peaking in 2009
and slowing down again in 2010 and following years
(Figure 1). The surge of 2005-2009 can be related
to the food price crisis and a range of factors that
triggered new investor interest in land (Anseeuw
et al, 2012). The slowdown in 2009 is likely to be
partly due to the 2008-2009 financial crisis and a
consequent deceleration in the rate of acquisition.
It may also be due to potential investors becoming
more realistic about the risks of difficult conditions,
technically but also socio-politically. This was the
case in Madagascar following the withdrawal of
Daewoo (Andrianirina-Ratsialonana et al, 2011).
Thirdly, it may be that significant critical press
coverage has made potential investors more wary
of large-scale acquisitions in poor countries, or at

least less inclined to publicly announce new large
acquisitions.

This being said, overall, the data are suggestive of
a long-term trend of growing commercial interest
in land, somewhat masked by a possible new-
found wariness (since 2009) about attempting very
large-scale land deals, or publicizing those under
negotiation. A similar trend is revealed by the reliable
dataset and by deals where a contract is reported
as signed. However, the declines in the latter since
2009 are less steep. Reporting of the signing of
contracts has remained relatively constant at a level
significantly higher than in the early 2000s.

120

Figure 1: Reported acquisitions for agriculture between 2000 and 2010
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targeted?

Africa appears to be the main target of the land
rush. Of the 1217 publicly reported deals, 62% of
the projects covering a total area of 56.2 million
hectares are located in Africa, while some 17.7 million
hectares are reported in Asia, and 7 million hectares
in Latin America. The remaining 2.2 million hectares
are in other regions, particularly Eastern Europe and
Oceania (Figure 2).

For Africa, the reported large-scale land acquisitions
for agricultural production correspond to the total
territory of Kenya, or 4.8% of Africa’s total agricultural
areas.? Africa stands in stark contrast to other
continents, where large-scale land acquisitions
accountfor 1.1% and 1.2% of agricultural land in Asia
and Latin America respectively. Even if only a small
share of the agricultural area in Asia is targeted by
land acquisitions, the 307 reported deals make up a
considerable surface of 17.8 million hectares.

2.Where are investments

This pattern of distribution may reflect the strong
media interest in African deals, as much as real-world
differences in volumes of transactions. That said, in
Asia, population density and current land pressures
seem to constrain large-scale land acquisitions; Latin
America has known a strong concentration pattern
of its agricultural land in the 19805, leaving less room
for the present large-scale acquisition dynamics.

There are also significant differences between
sub regions (see Figure 3). Eastern Africa is clearly
the most targeted area in the World with 1/3
of the reported projects and area affected. The
concentration of deals in this part of the world
is even more significant (45%) if we only consider
reliable data. Western Africa appears to be the third
most targeted area (15% of all projects), after South-
East Asia (19% of all the projects; 25% according to
reliable data).

Figure 2: Land acquisitions by region, number of projects and size

Number of deals

Source: Authors’ calculations based on the Land Matrix.
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Figure 3: Land acquisitions by sub-region in Africa, number of projects and size
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A national perspective: concentration
on selected countries with specific

characteristics

Few countries are hosting the large
majority of land acquisitions

The demand for land by foreign actors seem to be
widespread in developing countries around the
world. Although a large number of countries (84) are
targeted by foreign investors, 11 countries of them
concentrate 70% of the reported targeted surface.
Among those 11 countries 7 are African (Figure 4).

African countries also represent half of the countries

in the top 20 most targeted countries for land
acquisition for agricultural production according
to reported observations. Countries such as Sudan,
Ethiopia, Mozambique, Zambia, DR Congo and
Tanzania are facing a large part of the reported
demand for land by foreign actors, both in terms of
cumulative size and number of projects. Although
the share of reliable observations differs from one
country to another, most of these countries are still
among the most targeted even when only reliable

Figure 4: Most targeted countries according to size of total reported acquisitions

Source: Authors’ calculations based on Land Matrix data.
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observations are considered. In other words, the
strong interest of investors for African countries can
be confirmed by our data.

Asia is the second most targeted continent. South-East
Asian countries such as the Philippines (74 deals on 6.6
million ha; or 5.2 million ha according to reliable data),
Indonesia (24 deals on 3,36 million ha; or 1.3 million
according to reliable data) and Laos (40 deals on 1.1
million ha reported; 140,000 ha reliable) are most
prominently represented. In South Asia, Pakistan and
India are also among the main targeted countries.

BOX 1:

The case of Cambodia

Cambodia does not appear among the 20 most
targeted countries. However, investor’s interest
in this country is significant as 60 deals are
recorded in the Land Matrix (for a cumulative size
of 400,000 ha). This particularity illustrates the
diversity of the phenomenon and the difficulty
fo fully measuring the intensity of the investor
interest in a particular country.

In Latin America, Brazil (32 reported deals on 3.7 million
ha; 2.1 million ha reliable) and Argentina (27 reported
deals on 2.7 million ha; 1T million ha reliable) are the
most targeted. Both Brazil and Argentina already
have well-developed agricultural-food value chains.
Domestic actors operate large-scale farms, facilitating
the establishment of foreign investors who are able
to mimic these models (Collier & Venables, 2011).
Many other Latin American countries are also facing
commercial pressure on land, yet with different drivers
(mining and conservation) and/or actors (domestic
investors), as in the cases of Peru, Chile and Colombia.

Former socialist countries such as Ukraine and
Russia are the main non-OECD European countries
concerned by this phenomenon as target countries.
Food crop production, particularly cereal production,
is the main reason for investors to acquire land in

those countries. Farmlands are among the most fertile
in the world and the land tenure structure is favorable
forinvestors (Cochet and Merlet, 2011). Because of our
coverage limitations, the scale of the phenomenon in
this part of the world is underrepresented.

Socio-economic and institutional
characteristics of target countries

There are many differences between countries that
are targeted by investors, particularly in terms of the
intensity with which they are targeted. Nonetheless,
it is possible also to identify some key characteristics
that they tend to share. Table 4 compares different
categories of target countries and countries of origin
according to selected socio-economic and institutional
development indicators (all target countries; countries
that are only targeted and are not simultaneously
the origin of investment; the 10 most affected target
countries and the 17 least affected target countries).

Table 4 shows that the most affected countries are
significantly poorer than both the least affected
countries and the average of targeted countries.
They are also less involved in world food exchanges.
This confirms that the poorest countries, with the
least developed economies, in particular agricultural
economies, are the most targeted by investors.

Data on governance suggest that institutions are
significantly weaker in the most affected countries
(those with most reported deals) than in average
target countries. These institutions encompass
regulatory frameworks, government effectiveness, the
rule of law, corruption control and investor protection.
However, governance indicators are not significantly
weaker for the countries with most signed deals and
where production has most frequently begun. This
result suggests that governance issues, especially
regarding investor protection, are a determining factor
for effective engagement in agricultural production.

But land governance institutions present a different
case. The most affected countries (including countries
with the highest number of contracts signed or



projects already in production) have weaker land
institutions, and this is true for countries with the
highest number of contracts signed and projects
already in production, as well as for countries with the
most reported deals. This provides clear evidence that
investors are targeting the poorer countries with weak
land tenure security (Arezki et al, 2011). Investors are
interested in countries that combine a strong general
institutional framework, that protects their investment
and allows them to smoothly operate their business,
with low land tenure security that gives them easy and
possibly cheap access to land.

Table 4: Key socio-economic and institutional indicators of target countries

Targeted Targeted Most affected countries Least
countries  countries affected
(not origin of countries
investment)

(total

reported (signed (started

deals) deals) production)
No of observations (countries) 84 52 10 10 10 17
Basic socio-economic characteristics
Population (2010, millions) 63.6 173 384 37.3 39.7 8.07
GDP per capita (2010, US$S millions, 2005 PPP) 4,404 3,497 1,649%%% 1,080%** 1353*** 7,278
Food imports (2009, US$ millions) 42,036 9,952 11,088** 8,309%** 9,220%** 16,094
Food exports (2009, USS millions) 45,021 9,096 7,430 6,115%** 6,844%** 14,910
Institutional Variables
Regulatory Quality Rank (%) 36.50 3335 28.66** 31.34 33.30 38.05
Voice Accountability Rank (%) 35.63 35.22 31.23 39.76 35.68 42.76
Political Stability Rank (%) 31.76 33.00 2891% 33.06 31.65 43.86
Government Effectiveness Rank (%) 35.77 3263 28.42%* 28.94 31.14 38.67
Rule of Law Rank (%) 33.25 30.59 27.96** 30.56 29.85 35.82
Control of Corruption Rank (%) 33.83 34.32 31.76%* 31.91 28.18 3824
Investor Protection Rank (%) 5.03 479 4.56* 476 472 476
Land tenure security Rank (%) 2.29 2.16 1.87%** 1.93%** 1.86%** 2.34

Notes: The table shows unweighted averages of country characteristics. “Most affected countries” were selected in three alternate ways: according
to the number of reported deals, according to the number of signed deals, and according to the number of deals where production was reported
to have begun. The t-test was used to test the significance of the difference between the averages for all targeted countries, and the averages for
the 10 most affected countries (according respectively to reported deals, completed deals, and started production). The statistical significance of
the differences between most affected country averages and all target country averages is shown as follows: *** denotes significance at the 1%
level (very significant), ** at the 5% level and * at the 10% level.

Source: Authors’ calculations based on the Land Matrix.



Agro-ecological characteristics of
target countries

Resource endowments, and particularly agro-
ecological characteristics, are considered to be
important factors in determining the targeting
of investment (Arezki et al, 2011). Among these
characteristics, the"yield gap”and land availability (see
Box 2) have been described as major determinants
of patterns of land acquisitions, and have been
used to provide a typology of investment countries
(Deininger and Byerlee 2011, 2012). The yield gap is
a measure to compare current yields with potential
yields in a given location. It is the difference between
performance that is technically achievable and the
effective yield observed (FAO and IIASA cited in
Arezki et al,, 2011). One of the underlying hypotheses
explaining the interest in farmland is the availability
of land where current yields are low compared to the
potential yields, as such land can be improved and its
market value increased. Land availability refers to land
suitable for rainfed cultivation that is currently non-
cultivated, and that has a population density of less
than 25 persons per km?.

The Land Matrix data was used to test the influence
of land availability and yield gap on the distribution of
investment interest (Box 2, Figure 5).

This analysis confirmed the usefulness of the typology
of target countries proposed by Deininger and
Byerlee (2012). Figure 5 shows how target countries
can be classified into four groups:

» Type 1: Suitable land available, high yield gap:
These countries (upper-right square in Figure 5)
appear to have both land resources of medium and
good quality available, and significant potential for
increased yields. As Deininger and Byerlee (2012)
observe, many target countries fall within this
category. Land Matrix data suggests that target
countries of this type represent the largest share of
land acquired, amounting to 58% of all land deal
surfaces. Among the most affected countries in
this category, the majority are African, especially
from East Africa.

» Type 2: Little suitable land available, high yield
gap: In this category, we find a number of West
African countries, but also Ukraine, Cambodia and
Morocco. Even if only 13% of acquired land falls
into this category of target countries, competition
forland with the local population may be especially
intense, as land is already scarce.

» Type 3: Little suitable land available, low yield
gap: This group accounts for 17% of all acquired
land surfaces and is dominated by the Philippines,
Indonesia and Pakistan. Even though endowed
with little available suitable land, these countries

BOX 2:

Testing the influence of yield gap and land
availability on the targeting of investment

Yield gap: to estimate the yield gap in targeted
countries, we used global data layers from the global
agro-ecological zoning (GAEZ) method developed
by the International Institute for Applied Systems
Analysis (Fischer, Velthuizen, Shah, & Nachtergaele,
2002). Taking into account local agro-ecological
conditions this method assesses the gap between
potentially achievable rain-fed yields of five major
crops as compared to the current yields.

Available suitable land was estimated from data
available from GAEZ (IIASA/FAO, 2010; Fischer,
Velthuizen, Shah, & Nachtergaele, 2002). As we
considered a larger set of countries than Arezki et
al. (2011), we used accessible data layers from GAEZ
indicating the suitability of land for five important
crops (wheat, oil palm, sugarcane, soybean, and
maize) to calculate the average suitability for
production of these five crops. This figure was then
compared to currently used cropland to give a
measure of relative availability of suitable land for
each country.

These two indicators were used to establish
a typology of all destination countries and all
agricultural land acquisitions in the land matrix
database (Figure 5).




Figure 5: The location of land deals in relation to suitable available land and the yield gap
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have attracted large numbers of land acquisitions.
However, there seem to be particular areas in
these countries where investors still find attractive
land for investment, despite low overall availability
of land. Yield gaps may not be uniformly low. This
may imply that land is subject to land deals despite
the fact that it is already cultivated.

Type 4: Suitable land available, low yield gap:
This group accounts for only 12% of land deals
by surface area. Brazil and Argentina are the

most affected countries in this group, with Laos
and China playing a lesser role. Due to large land
reserves, and probably good investment climates,
these countries seem to be attractive targets for
investors despite relatively low yield gaps.

Although it reveals clear patterns, a national-level
analysis of the effects of agro-ecological and socio-
economic conditions is, on its own, limited. Such

conditions, in contrast to governance and macro-




economic factors, vary widely within a country. A
complementary analysis at a sub-national level, as
provided below, is thus important.

Target countries are affected by
hunger and show high agricultural
shares of GDP

The Land Matrix data show that target countries
are significantly poorer than investor countries. In
order to illustrate this finding in more detail, the
data on land acquisitions was compared with data
on the prevalence of hunger and agriculture’s share
of GDP for each target country (Figure 6).

Figure 6 illustrates how countries with a high
prevalence of hunger tend to be more dependent
on agriculture. It also reveals two main groups of
target countries. The first group of target countries
show above average hunger prevalence and an
above average agricultural share of GDP. This group
accounts for a share of 66% of the land area acquired
in reported deals. A second group scores below
average on the Hunger Index and has below average
agricultural shares of GDP. These countries host a
total of 22% of the total surface of land acquisitions.

The concentration of deals in countries affected
by hunger and relatively dependent on agriculture
gives cause for concern. As a significant proportion

Figure 6: Typology of land acquisitions according to Global Hunger Index 2011 and agricultural GDP
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of this land is likely to be destined for non-food
production or export, investment schemes may have
an adverse impact on local food availability. Relative
dependence on agriculture suggests that people
may have few alternatives for income generation.
Evictions and resettlements are likely to have more
adverse impacts under such circumstances than
they would in richer societies with more diversified
economies. Figure 6 also shows that a number
of important target countries (notably Argentina,
Brazil and Russia) exhibit very different economic
and social conditions from the majority. Here, the
socio-economic impacts of land deals may be very
different from impacts in most countries.



Local-level analysis: the role of land cover,
yield gap and accessibility

The need to bridge generalised and
contextualised information on land
acquisitions

Information on land acquisitions is typically available
either ata national and very general level, orat a local
and very specific case study level. While national-
level information may neglect the importance of
local implementation contexts, insights from case
study evidence may often be too context specific to
be generalized.

In order to bridge this gap, the Land Matrix
project has sought to geo-reference as many
land acquisitions as possible. This allows specific
acquisitions to be related to key characteristics of
specific locations (Box 3).

Cropland and forests are the most
commonly targeted land covers

A comparison between Land Matrix data on the
location of land deals and land cover types from the
Globcover 2009 dataset is presented in Figure 7. The
percentage of land deals corresponding to each land
cover type is shown, and can be compared with the
average percentage of each land cover type in target
countries. This makes it possible to assess if land deals
in one land cover class are over or under-represented.

Figure 7 shows that 43% of all 246 deals concern
some form of cropland. These deals make up 22%
of land acquisition surfaces, suggesting that land
deals for cropland may not tend to cover such large
areas as ones that affect land cover types such as
forests. Interestingly, different cropping mosaics,
which often indicate smallholder activities, are
most affected. Irrigated areas are being targeted by
investors.

BOX 3:

Characterizing key aspects of land deal
locations

From the Land Matrix data, it was possible to
extract a total of 246 agricultural land acquisitions
with detailed information on location. For an
initial analysis, an average acquired area was
assumed, and this was compared with three
publically accessible global datasets. These are:

» Global land cover: to study what land cover
classes are targeted by land acquisitions we
referred to the global dataset Globcover 2009
from the ESA that has a resolution of 300 m at
the equator.

» Yield gap: The yield gap dataset for a
combination of major crops of IIASA/FAO
(2010) has been used. It represents the
difference between potentially achievable
yields and the actual crop production in the
year 2000 in current cultivated land with a
resolution of 10 km at the equator.

» Accessibility:  The  accessibility — dataset
represents the travel time from a given location
to the closest city with more than 50,000
inhabitants in the year 2000. The data layer
has a resolution of Tkm at the equator and
was produced by the Global Environmental
Monitoring Unit — Joint Research Centre of the

European Commission (Nelson A. 2008).

» Population density: A population density layer
with a resolution of 5 km at the equator from
CIESIN, FAO and CIAT (2005) has been used.
These global datasets (maps) allows us to
approximately characterize key aspects of the
specific development contexts of the 246 land
acquisitions for which location data exists.




in different global land cover classes

Isrtions

Share of land acqui

Figure 7

18

SolluUNod 196.e1 ul eaje 9

16

< o~ o 0 o] < o~ o
— —

—

S|esp JO 9%

92| pUB MOUS JUSUBWLID
S3IpOq J21eA

seale aleg

eaJe [eDUIUY

papooy} Ajieinbal uolelaban usdo 01 paso|d

papooy} Ajpusuewliad 15910} PaARS|PeOIg PasO|D

papooy Alle|nbai 153104 paAea|peolq uado 03 pasold
uone1aban asieds

puejssesb uado 01 pasod

pue|gniys uado o3 paso|D

PUB|gNIYS-1S2104/PUB|SSeID) DIeSO|
PUEB|SSEID)/PURIQNIYS-15210- DIESOI

15910} POARS|3|PI3U PUE PIARS|PEOI] PAXIUI USdO 01 paso|D
15910} U9316I9AS JO SNONPIDSP PaAes|s|pasu uadQ

15910} U931DI9AS PIARDIS|PIIU PASO|D

153104 SNONPPAP paAea|peold uadQ

152104 SNONPIDAP PIAR3|PLOI] PIsO|D

15210 SIONPIDAP-ILIDS JO UDIBISAS PaARS|pLROIq USdO 01 Paso|)

spue|dolD)/uone1sbaj JIesop
uone1abap/spueidol) J1esol
spue|dold pajuley

spue|doid parebiu|

Marginal Other

Shrubland/

Forest

Cropland

land land

grassland

land

area in target countries

=246)

® land deals (n

Note: the axis to the left represents the share of all agricultural land deals in a given land cover class whereas the axis on the right indicates

what share of the combined area of all destination countries falls within a specific land cover class.

Source: Authors’ calculations based on the Land Matrix; Globcover 2009 from ESA 2010.

17



Thus while aggregate, national-level data suggest
that investors do target countries with abundant
“available land’, this local- level analysis suggests that
nearly half of all land acquisitions target land with
ongoing cropping activities. Areas already used for
cropping by local people are clearly overrepresented
in terms of land acquisitions indicating a strong
interest for these lands.

Forests also represent an important target for
agricultural land acquisitions. 24% of all deals (and
31% of their total area) go to forest land cover
classes, representing the largest share of total
surface acquired. These figures even exclude forest
fragments associated with shrub and grassland
mosaics. This evidence is a strong indication that
the increase in the economic value of land through
land acquisitions leads to significant trade-offs with
regard to environmental services, such as biodiversity
and CO2 sequestration, and also to significant trade-
off swith regard to the timber, food and other non-
timber forest products (not to mention social and
cultural value) that are of critical importance to many
poor and marginalized rural populations.

Shrub lands and grassland represent the third most
important target of land acquisitions; 28% of all deals
(representing 17% of their surface area) concerns
these land cover classes. Although some of this land
may have a potentially higher economic benefit
if converted to cropland, these lands are often
also grazing areas for pastoralist communities or
important areas for biodiversity.

The remaining 5% of land deals (and 30% of their
total surface area) can be found in bare areas (e.q.
desert), wetlands, and urban or peri-urban areas
classified as “artificial”.

These findings underline the importance of studying
the specific local contexts of land acquisitions
using land cover data with the best possible spatial
resolution. It allows us to put into perspective the
national level data that suggests that yield gap
and available land are key determinants of land

investments. We see that in most cases the land
acquired is already under different forms of use —
e.g cultivation or grazing - and that competition is
unavoidable. Forest, like grassland, may be “available”
for cultivation, but its cultivation implies significant
trade-offs against the provision of important
environmental services and other economic and

socio-cultural functions.

Investors target land with high
yield gaps, good accessibility and
considerable population densities

The above analysis of targeted land cover classes at
the local-level illustrates that the national-level data
may be misleading. However, the comparison of land
deal locations and local-level data on yield gaps tends
to confirm the conclusions of the national-level data,
namely that investors target cropland where the yield
gap is relatively large, and where additional inputs
(water, fertilizers, seeds, infrastructure and know-
how) may create greater vyields (Figure 8). The land
cover analysis above suggests that such land is often
covered by mosaics of cropland with vegetation
and forests, which may be related to smallholder
activities with generally low productivity levels, but
considerable population densities.

Accessibility may also drive an investor’s decision
to acquire land. Whether investors choose easily
accessible — and probably more populated - land,
or invest in accessing land in remote and possibly
less populated areas is likely to be an important
determinant of the extent to which local people’s
livelihoods will be affected. Accessibility is measured
by travel time to urban centers with at least 50000
inhabitants. This measure can be considered to be an
important proximate indicator for many key factors of
rural development. On the one hand, it measures how
easily produce can be brought from a given location
to the nearest markets or to a processing plant. On
the other, it represents ease of access to inputs such
as fertilizers, pesticides, seeds, and machinery, and also
to market information, extension services and policy-
making processes. Figure 9 shows that the median



Figure 8: Share of land acquisitions in different classes of yield gap in target countries
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Figure 9: The accessibility of land deal locations
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accessibility of land deals corresponds approximately
to the median of the respective target countries
representing high to medium accessibility areas.
Areas with 1 to 6 hours travel time are generally over-
represented in terms of land acquisitions, whereas
land deals in the best accessible (< 1 h) and the least
accessible areas (>6 h) are under-represented. Given
that one of the promises often associated with land
deal relates to the establishment of road infrastructure,
the insights that the majority of deals are for land less
than a day trip away from the nearest city (< 3 h travel
time one way) is disappointing.

In terms of population density large-scale land
acquisitions fall into many different classes. Figure 10
shows that a large part of acquired land affects areas
with population densities of less than 25 persons

per km?. This is in line with the considerable share of
land deals that we have found to take place in forest-,
shrub- and grasslands. Conversely — and probably
more importantly — more than 60% of all land deals
target areas with population densities of more than
25 persons per km? This strengthens further the
conclusion that land deals may often result in strong
competition with local land users. In fact, the share of
land deals in densely populated areas amounts to a
remarkable 20%. This may again indicate that some
investors target regions dominated by smallholder
agriculture. A number of such areas with fertile land
in East and West Africa as well as in South and South
East Asia are characterized by very small farm sizes
and high population densities. Furthermore, this class
may also include land acquisitions in peri-urban areas.

countries
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Figure 10: Distribution of land acquisitions to different classes of population density in target
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3.Investors and investor countries

Where does the investment come from?

According to the Land Matrix results, three separate
groups of investors origin countries can be identified:
Emerging countries such as China, Brazil and South
Africa; Gulf states such as Saudi Arabia; and countries
from the Global North, such as USA and EU member
states (Figure 11).

Emerging countries

One of the most notable facts about the recent
wave of large-scale land deals is the involvement
of investors from emerging countries. This group
gathers the BRICS countries (with the exception of
Russia) and most of the emerging Asian countries.
These countries are generally rich in capital but may
possess relatively little arable land. Some of these
countries are both the origin and target of investment
flows (China, South Africa, Brazil, India).

Figure 11: The origin of investment - top 20 countries

Source: Authors’ calculations based on Land Matrix data.

14000000 105
12000000 — € @ 90
10000000 S 2 ® 75
L 4
8000000 60
6000000
4000000
2000000
0
© © = L @© @© < < ®© [ 45_ © IS © "_E < (_E > C ©
8238235223552 8¢E 8¢
U X & © = 9 ® < ©c » o = g
5 £ 5 = 5 v £ g2 = o
ie} 5 © 5 = <
=} 3 o 3 A
A wn O %]
I Reliable Only reported @ Number of deals

Notes: The left vertical axis displays the total area covered by land deals in which investors from each country are involved. The right vertical

axis displays the number of deals in which investors from each country are involved.

21



Chinese and Brazilian investors appear to be the most
active (11,6 million ha and 6,2 million ha respectively).
Investors from South Korea (5.1 million ha) and India
(4.5 million ha) are also significant players. However,
Figure 11 shows us that information is not equally
reliable for all origin countries. Interest in large-
scale land acquisitions coming from China, South
Korea and India is relatively reliably documented,
but this is not the case for the activities of investors
coming from Brazil. This is mainly due to the lack of
information concerning Brazilian attempts to acquire
land in Mozambique (Angolan investments, on the
other hand, are well documented).

The massive involvement of investors from emerging
countries illustrates a new trend towards regionalism
characterized by South-South relationships. In Latin
America, agri-business companies from Brazil and
Argentina are seeking to expand internationally,
but with a preference for countries within their
immediate region (Rabobank International, 2011).
Similarly, South African investors are involved in
projects all over Africa, particularly in Eastern, Central
and Southern Africa.

The Land Matrix reveals that 32% of deals involve
investors coming from the same region as the
target country. This result is driven particularly by
investments in Asia, where 57% of deals involve
investment of Asian origin. Cultural affinity and the
reduction of transport and transaction costs may
help to explain this trend. Likewise, South and North
American investors are the main foreign actors in
South America (31% of deals). This result contrasts
with Africa in which European, North American and
Gulf states investors are more active.

Gulf states

The role of Gulf states countries such as Saudi Arabia,
the United Arab Emirates and Qatar, have been
emphasized in previous studies (Cotula & al, 2009;
World Bank, 2011). The data from the Land Matrix
confirms the active role played by actors from these
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countries, and principally from Saudi Arabia and
the United Arab Emirates (15.3 million ha in total).
However, only 14% of these deals have led to projects
that have begun implementation so far.

According to the Land Matrix data, investors from
Gulfstates have acquired land mainly in Africa (113
deals) and South East Asia (53 deals). Gulf states
investors tend to target locations where there is some
cultural and religious affinity, such as Northern Africa
and the Horn of Africa, as well as Asian countries
with Muslim populations (Pakistan, the Philippines
and Indonesia). In some cases, investors from these
countries have invested in developed countries (e.g.
Qatari investments in Australia).

The Global North

Private companies from the United States and United
Kingdom are the most active investors from countries
in the Global North (4.3 and 3.8 million ha respectively).
Actors from other European countries such as the
Netherlands, Sweden and ltaly also play a role.
Investors from France and Germany also appear to play
a more significant role if only the more reliable data are
considered. North American and European investors
have negotiated land deals mainly on the African
continent, in South America and in Indonesia and the
Philippines. This finding confirms the suggestion that
such investors appear to preferentially target countries,
such as former colonies, with which they already
have connections (Arezki et al, 2011), drawing on
established commercial and political networks.

Characteristics of investors’ countries

Investors' countries have a GDP per capita 4 times
higher than target countries (Table 5). This difference
is even higher when we exclude countries that
are both the origin and target of investment flows.
Investor countries also tend to be net importers of
food, while target countries show a less clear picture.
Target countries are average net food exporters, but
if target countries that are also origin countries are



excluded, then the remaining “Target only” countries
are on average net food importers.

The fact that target countries may be either net food
importers or exporters shows the heterogeneity of
countries targeted for large-scale land acquisitions.
The net exporter characteristics of target countries
can be explained by the presence of emerging
countries, such as the BRICS countries, in this
group. These countries already have a relatively well
developed food sector. By contrast, the group of
“target only” countries is made up of less developed
countries which are known to be dependent on food
imports. The figures for average food imports and
exports (Table 5) show that the value of involvement
in the world food market is much higher for origin
countries than for target countries.

Data on governance suggest that institutional
performance is significantly worse in target countries
than in “origin only” countries (with the exception of
investor protection).

Table 5: Target countries and investment origin countries compared

Origin
No of observations (countries) 76
Basic socio-economic characteristics
Population (2010, millions) 755
GDP per capita (2010, USS$ millions, 2005 PPP) 18,918
Food imports (2009, USS$ millions) 155,041
Food exports (2009, USS$ millions) 155,738
Institutional Variables
Regulatory Quality Rank (%) 61.45
Voice Accountability Rank (%) 52.57
Political Stability Rank (%) 49.85
Government Effectiveness Rank (%) 61.84
Rule of Law Rank (%) 60.02
Control of Corruption Rank (%) 57.64
Investor Protection Rank (%) 542
Land tenure security Rank (%) 2.92

Origin only Target (a) Target only (b)
42 84 52

275 63.6 173
29,508 4'404%%% 3'497%**
201,417 42'036*** 9'952%**
195,616 45'021*** 9'096%**
76.56 36.5%%* 33.35%%
64.97 35.63%% 35227
65.17 31.76%%% 33.00%**
77.81 35.77%%% 32.63%%*
77.12 33.25%%* 30.59%**
76.38 33.83%** 34.32%%%
54 5.03 4.79
3.32 2.29%%* 2.16%**

Notes: The table shows unweighted averages of country characteristics. It includes the 84 destination countries and the

76 origin countries registered in the Land Matrix.

*** denotes significance at the 1% level, ** at the 5% level and * at the 10% level

(a) )Significance of t-test for difference between averages in destination countries and “origin only” countries

(b)Significance of t-test for difference between averages in ‘destination only” countries and ‘origin” countries

Source: Authors’ calculations based on the Land Matrix.
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Characteristics of investors

Types of investors

Thereisawidespread consensus on the heterogeneity
of investors involved in the rush for land in developing
countries. According to the Land Matrix results, we
identified four different types of investors: private
companies; public or state owned companies;
investment funds and private-public partnerships.

Evidence from the Land Matrix reveals that private
companies constitute the most active category of
investors (442 deals, 30.3 million ha). The state-owned
sector (172 deals, 11.5 million ha) is also important.
Investment funds (32 deals, 3.3 ha) and private-
public partnerships (12 deals, 0.6 million ha) are
comparatively less important (Figure 12).

Investors from North and South America and
Europe are almost exclusively private companies.
By contrast, public actors play a relatively important
role in demand for land coming from other regions.
Public agencies or state-owned companies are the
main Gulf states actors (61 of the 130 projects for
which this information is available), although Saudi
Arabia is an exception (28 deals involving private
companies against only 9 by public/state-owned
companies). Public or state-owned companies from
China and South Korea are also involved in a large
share of the investment from these countries (27 of
71 deals and 10 of 29 deals respectively).

Figure 12: Land acquisition by type of investor
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The subset deals for which we have information
on implementation reveals the same trend (Figure
13).Private companies have implemented a larger
number of projects (195 deals) and a large majority
of those projects are already in operation or at least in
the start-up phase (154 of 195 deals). Public investors
have also implemented some deals (mostly for food
crop production), but these projects have not yet
started production.

Domestic partners

In some cases foreign investors build a partnership
with a domestic company (12% of deals). This
is mainly true for private investors who come
mainly from China, Great Britain and USA. Such
partnerships are formed regularly in Ethiopia, the
Philippines and Tanzania. They may be motivated by
a desire to reduce transaction costs caused by the
complexity of administrative legislation, and may

be necessitated by legislation in some countries.
State-owned companies are less likely to form
partnerships with domestic private actors and more
likely to enter into bilateral forms of cooperation

Multiple investors

Investors are also forming partnerships with foreign
investors from other countries, so that multiple foreign
investors may be involved in a single deal. Thirty
percent of the deals in which actors from the USA are
involved are multiple investor projects, and the figures
are similar for Great Britain (27%) and South Africa
(30%). British actors are mainly using this strategy for
jatropha production projects. South African investors
tend to act as partners for other foreign investors
aiming at producing food and flex crops all over Africa,
and have developed a model of investments that
involves an engineering firm selling its skills to other
investors (Ducastel and Anseeuw, 2011).

Figure 13: Land acquisition by type of investor on implemented projects

Number of deals

Notes: N = 268 deals. For 230 deals the size of investment is known.
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4.Learning more about the drivers

As mentioned above, the recent wave of large-scale
farmland acquisition has been triggered primarily
by the food price crisis of 2007-2008 (Anseeuw et
al,, 2012). But far from being a brief phenomenon,
this land rush is likely to continue into the long term
because of the trends that are driving it. Among the
main drivers, we find population growth, growing
consumption and market demand for food, biofuels,
raw materials and timber and carbon sequestration,
all of which drive speculation on long-term price
rises for land and agricultural products.

This chapter will begin with a global overview of the
different production sectors involved in, and driving,
large-scale land acquisitions. Secondly, this chapter
will examine the implications of these land deals for
the geography of agricultural production and trade,
and for the issue of food security.

The agricultural drivers of large-scale
land acquisitions - A global overview

It is very often difficult to determine the final use of
the crops proposed to be grown as part of large-scale

BOX 4:

and ecosystem services.

Table 6: Sectors affected by land deals

Sectors affected - Mainly agriculture, but other land uses are important as well

Demand for food is not the only driver of the land rush, and it is not only about food security and a response
to high food prices. It appears to be driven by a range of factors, all ultimately linked to rising levels of
consumption by at least part of the world’s growing population, in the context of finite natural resources

That said, agriculture is the objective of the great majority of the acquisitions (81% of all reported deals.
Table 6). Forestry and carbon sequestration, mineral extraction, and tourism account for a combined 9% of

All reported deals Reliable data
Number of deals Hectares (millions) Number of deals Hectares (millions)
Agriculture 1162 82.9 591 325
Forestry 78 3.1 65 2.2
Livestock only 55 04 34 0.2
Mining 91 3.9 51 1.6
Tourism 23 23 8 23
Industry 20 0.3 17 0.1
Conservation 2 0.3 2 0.3
No information 237 12.8 31 38
Total 1668 106.0 799 43.1

Source: Land Matrix data

26



reported deals. The purpose of 10% of the deals is still unknown.

Some of these sectors are probably underrepresented in the Land Matrix data, mainly because of lower
media and academic attention. The case of mining explorations in Latin American countries (Peru, Colombia,
Guatemala, Honduras, Brazil and Argentina), for example, is illustrative of the underestimation of the
potential threat from international corporate activities on local populations’land rights. Data collected by
the Partnership in six main Latin American countries shows that over 23,800 mineral exploration concessions
have been granted for 70 million hectares since 2001. However, these are not included in the Land Matrix
data, as the total exploration area will probably not be converted through exploitation. Nonetheless,
the tenure security of people living in the whole concession becomes uncertain as the sites of eventual
exploitation remain unknown. Exploration for subsoil resources has to be considered a significant aspect
of a broader set of commercial pressures on land. However, they represent a rather different phenomenon
from large scale land acquisitions for agriculture, and need to be analyzed separately.

The focus of this report on the main sector affected by large-scale land acquisitions, namely agriculture.

land acquisitions. It can even be difficult to determine Figure 14: Land acquisitions by category of
whether production will be for food or biofuel, and production

a significant number of deals are stated to be for
multiple purposes. This is why we have not used a Number of projects
simple classification (food crop versus biofuel) but
use four categories, in line with project classifications 17%

used by other recent studies (Borras et al,, 2011). 34%
These are food crops, non-food crops, flex crops and
multiple uses. 23%

“Food crops” are crops that do not have a likely non-
food usage, while “non-food crops”do not have a likely 26%

food use. “Flex crops” are those that are commonly oo Nomfood . Vultio
) ) ood crop on-food Crop ex crop ultiple use
used as both food and for biofuel production (Borras

et al, 2011). The main ones are soybean, sugarcane
and oil palm. Depending on different factors (world Hectares
price, opportunity of commercialization) the investor
can choose whether to sell his production on the food 31% 26%
market or on the biofuel market. The final category,

“multiple uses” refers to deals in which production for

more than one purpose is proposed.
17%
Figure 14 shows the relative importance of the

. L . 26%
different types of production in terms of their shares 0

of the total number of deals, and the total surface )
Food crop = Non-food Crop = Flex crop Multiple use

area affected. Food production accounts for 34% of

reported deals globally. By comparison, non-food
Source: Authors’ calculations based on Land Matrix data.
crops account for 26% of deals, flex crops for 23%
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and multiple uses for 17%. If the surface targeted
is considered instead of the number of deals the
proportions are different. The area targeted by
foreign actors is mainly for multiple uses (31%).
Food and flex crops appear to be important as well
(26% each). The fact that the category “multiple
uses” contains the largest share of hectares targeted
demonstrates that one has to be cautious with the
interpretation of those results.

The reduction of the sample to the more reliable
observations (Figure 15) does little to clarify these
results. Non-food crop production becomes the first
reason for agricultural projects, representing 34% of
deals. It is followed by flex crops ( 26%), food crops
(24%) and multiple uses (16%). The fact that large-
scale land acquisitions for flex crop production
account for a larger surface than the other types of
production indicates the important role played by
these crops, as well as a research bias towards flex
crops in general and biofuel production in particular.

The importance of non-food crops shows that the
development of particular markets, such as biofuels
and other traditional “high value crops’, attracts
investors. On the other hand, the large share of
projects presenting multiple productions or the
production of flex crops can be interpreted as a
strategy to mitigate risks such as price volatility, and
to benefit from opportunities that arise.

The rush for land is therefore not only about food
security, and is not only a response to high food
prices. It appears to be driven by a range of factors,
all ultimately linked to growing population and
rising consumption in the context of a finite natural

resource base.

Figure 15: Land acquisitions by category of production, number of projects and size
350 25000000
300 119
- 20000000
250
169 - 15000000
200 TN 131
196
150
81 - 10000000
100 —+— E— E— Reliable cases
36 - 5000000 Only reported cases
50 69 74 —|
Total Cumulative Size
0 \ \ 0 Reliable Cumulative Size
Foodcrop  Non-food  Flex crop Multiple
crop use
Source: Authors’ calculations based on Land Matrix data.
Note: N = 925

28



Food production

As emphasized in the report “Land Rights and the
Rush for Land” (Anseeuw et al., 2012), demand for
food as well as rising and increasingly volatile food
prices are among the main drivers of the rush for
land. However this category of projects also presents
the highest proportion of cases only sourced
by media reports®, which we classify as the least
reliable source of data. Moreover, three quarters of
those media reports have been published in 2008
and 2009. This means that the importance of global
demand for food as a driver of acquisitions may
have been overestimated thanks to speculation and
considerable media interest. That said, the more
reliable Land Matrix data confirms that demand
for food is still one of the strong drivers of the
phenomenon (deals with only food crop production

represent 24% of the more reliable deals).

Large-scale land acquisitions for food crop production
are mainly taking place in three regions: East and West
Africa and South-East Asia. Figure 16 also emphasizes
that the majority of implemented food production
projects are in East and West Africa. Rice, corn and
wheat are the main food crops involved.

This geographic localization of food crop projects
can be explained by the agro-ecological advantages
for cereals production in these regions, but also by
the characteristics of investors mainly involved in
these projects.

The demand for food is an important driver for
investors coming from Middle East countries (the
Gulf states). In Figure 17 one can see that investors
from Middle East are the mostinterested in food crop
production with a total of 100 reported projects of
which 26 have been implemented. Investments in
food crop production represent 66% of the demand
for farming land by investors from Middle East. The
Land Matrix data seems to confirm the theory that

> Of the 425 deals only sourced by media reports for which
we have the information on the nature of the production, 196
concern food crops.

Figure 16: Targeted regions for food
production, number of projects
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Figure 17: Region of origin of investors, food
crop projects
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governments or investment funds linked to public
authorities from Middle East countries have seen
this type of investment as a way of diminishing their
dependency on the world food market. Egypt, as a
Northern African country, follows the same strategy.

Eastern Asian investors, mainly from China and
South Korea, also appear to follow a food security
strategy. According to the Land Matrix data, Chinese
and Korean land acquisitions for food production
account for 42 projects mainly in South-Eastern
Asia and East Africa, and are led by public or state-
owned companies.

High value non-food crops - the search
for alternative energy sources and fibre

Demand for non-food crops such as rubber, fiber
crops and jatropha is also an important driver of
the large-scale land acquisitions. The demand for
such crops has been a feature of economic relations
between the global North and the global South since
colonial times (Anseeuw et al,, 2012). According to
the Land Matrix data, 37 large-scale land acquisition
projects concern rubber production. Almost all of
them (33) are located in South East Asian countries
(the Philippines, Indonesia and Cambodia) and are
managed by Chinese and Vietnamese actors.

However, beyond this “old” driver a new one is
gaining prominence, the demand for biofuels.
Rising fuel consumption and oil prices, growing
dependence on imported fossil fuels and the energy
policies of some developed countries are driving the
development of biofuel markets. Among the crops
used to produce biofuels, one of the most developed
is jatropha. A lot of studies have emphasized the role
of biofuels, particularly jatropha, in large-scale land
acquisitions in Africa and Asia (Cotula et al, 2009;
Vermeulen et al,, 2010; Borras et al,, 2010 ). The Land
Matrix data confirm that jatropha production is an
important driver for large-scale land acquisitions
in the world. A large majority of the “non-food”
projects (73%) are exclusively dedicated to jatropha
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production. Those projects represent a total of 5.5
million ha if we consider only reliable data, and 10.4
million ha if we consider all the observations.

If South-East Asian countries are concerned by
the development of foreign demand for land for
rubber production, the majority of large-scale land
acquisition projects aiming at producing jatropha
are located in Africa, particularly in East African
countries (Ethiopia, Mozambique and Tanzania).
Different kinds of investors are involved in these
deals. Private companies registered in United
Kingdom and The Netherlands are major actors
involved in jatropha production. More surprisingly,
South Korean companies are among the actors
that have expressed a demand for land in this kind
of project (10 projects in the sample of reliable
information).

However, if we look only at deals where
implementation has commenced, we find that these
deals are mainly located in Eastern African countries
and are managed by private companies registered
in United Kingdom.

Flex crops and multiple land uses:

a way of mitigating risks

One of the main characteristics of the recent wave
of large-scale land acquisitions is the central role
of three crops: soybean, sugarcane and oil palm.
This group is called “flex crops” as these crops have
multiple and/or flexible uses, mainly food and
biofuels. Confronted with the difficulty of obtaining
information on the final destination of production,
different studies have emphasized the particular
importance of this group of crops (Borras et al,
2011). The importance of these crops (23% of deals
are exclusively dedicated to the production of one
of these three crops) can be explained by three
different reasons:

» These crops have been produced by very large
farms for quite a long time. A large number of
agribusiness firms already have a substantial



knowledge of this kind of production. In most
cases, these firms already own large areas in their
domestic countries and are willing to expand
their activities abroad.

» Companies from other sectors of the economy
can benefit from the existing knowledge on the
large-scale production of these crops. They either
create partnerships with agribusiness companies
or hire engineers specialized in this sector.

» Flex crops present a fast and more secure return
oninvestment than other farming crops. Investors
can choose after the growing period if the
production will be sold on the food or the biofuel
market. This flexibility reduces the price volatility
risk because investors will have the possibility to
choose the best commercial channel.

Figure 18 shows that for flex crops, Eastern African
countries are, once again, the main targets. South
America is also one of the main target regions. In

Figure 18: Targeted regions for flex crops
production, number of projects
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both cases, the long-term development of plantation
farming by domestic actors has created a strong base
of agronomic and economic knowledge that can
be used by foreign investors. The high number of
projects in South-East Asia and Central Africa is largely
driven by the expansion of oil palm plantations in
countries with forest resources such as the Philippines,
Indonesia and the Republic of Congo.

This geographical spread of projects that aim to
produce flex crops illustrates why South African
and South American (Argentine and Brazilian)
actors are among the main actors involved in this
particular aspect of the large-scale land acquisition
phenomenon. Private companies account for 87% of
theinvestorsinvolved in deals for flex crop production.

d

The Land Matrix data also shows “multiple use’
projects in all the targeted regions. For these deals,
there appears to be no particular specialization in
terms of actors involved or countries targeted. The
reasons for which investors set up projects with
multiple production goals are similar to the reasons
for growing flex crops, namely food price volatility,
risk management and uncertainty concerning the
development of biofuels markets.
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Water as a driver: the role of water in large-

scale land acquisitions

Water issues are gaining prominence in current
“land grabbing” debates and it is repeatedly argued
that large-scale land acquisitions are also about
securing water rights for investors. The recent
spike in such acquisitions may lead to a change in
regional freshwater use patterns in both target and
investor countries. Particularly in target countries,
this may exacerbate water stress and aggravate
land degradation, in turn impeding local people’s
livelihoods and triggering conflicts.

In the following we display first insights as to
whether land deals are indeed directly affecting
freshwater use patterns in target countries and/or
investors' countries of origin. To this end, a total of
737 deals (equalling 116 million ha), and for which
information is available on planned crops, were
analysed to develop a hypothetical picture of the
water-related effects of these deals.

Hypothetical water savings in investor
countries

A first descriptive analysis (see Table 7) of the twenty
most important investor countries shows that in
general, the countries with a high water scarcity index
— such as Saudi Arabia, Qatar, and the United Arab
Emirates — would heavily strain their domestic water
balance if their investors’ overseas land acquisitions
were to be implemented in their countries. However,
a hypothetical water increase in Saudi Arabia and
Qatar would only be the result of agricultural area
expansion, as the average water consumption per
hectare implied by land deals is almost identical to
their current domestic average water consumption per
hectare. This finding lends weight to the assumption
that the land acquisitions of investors from Saudi
Arabia and Qatar reflect local market needs, and that
the agricultural produce is not intended for the world
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BOX 5:

Indicators for water balance changes in
investors’ countries

To get an indication of whether investors’
motivation is to secure water rights and reducing
water resource consumption in their countries,
three indicators were developed (see Table 7).

The first is the water scarcity index which
expresses the proportion of the ‘countries”
renewable freshwater resources that are
withdrawn (a figure of 1 indicates that all

renewable resources are used).

Secondly, the theoretical water consumption
intensity index compares the existing average
agricultural water consumption per hectare
(“water consumption intensity”) in investors'
countries, with the theoretical intensity of
water consumption that would be implied by
land deals, were they to be implemented in the
investors' countries.

Thirdly, the theoretical water consumption
index compares the total theoretical agricultural
water consumption in investors’ countries, with
the theoretical demand for water that would
be implied by land deals if these agricultural
projects were to be implemented in the investors'
countries.

market. By contrast, while the United Arab Emirates
has a similarly high water scarcity index, the average
water consumption per hectare of the deals made by
its investors is almost twice that of its domestic water
consumption (1.71). This is a possible indicator for at
least a partial world market orientation.



In addition to the aforementioned arid countries,
there are other investor countries that have low to
moderate freshwater stress but are also potentially
safeguarding their water resources. A case in point
is that of South Africa which is prominently involved
in transnational land investments. It has a moderate
water scarcity index of 0.25. If implemented in South
Africa, the transnational projects of South African
investors would double the country’s domestic
average agricultural water consumption per hectare,
and increase almost six fold (5.8) its total agricultural

water consumption. In general, there are clear
indications that land acquisitions particularly by
investors originating from countries in humid and
tropical climates (e.g. Malaysia) are going for water-
intensive crops that correspond to their current
domestic crop water intensity, and thus it can be
assumed that their priority is to meet domestic
demands. One hypothesis is that protecting
stressed freshwater resources is a major motivation
for transnational land investments, particularly of

water-scarce nations. But there are clear indications

Table 7: Water scarcity and water intensity of large-scale land acquisitions if implemented in

investor countries

Investor Country Water scarcity index*

United Arab Emirates 20.32
Saudi Arabia 943
Qatar 4.55
Egypt 1.20
India 040
South Korea 037
Singapore 0.32
South Africa 0.25
Italia 0.24
Japan 0.21
China 0.20
USA 0.16
Great Britain 0.09
Australia 0.05
Argentina 0.04
Sweden 0.02
Canada 0.02
Malaysia 0.02
Brazil 0.01
Norway 0.01

Theoretical water
consumption index***

Theoretical water
consumption intensity

index**

1.71 4.22
1.10 11.78
1.00 107.54
230 0.245
0.93 0.05
0.59 1.18
117 1965.21
2.07 5.80
1.31 0.21
0.82 0.27
0.82 0.084
0.89 0.06
0.98 1.82
0.73 0.03
0.88 0.14
1.70 3.80
1.56 0.07
1.04 0.67
1.20 0.08
1.00 4.99

Notes (see Box 5):

* Avalue of 1 indicates 100% withdrawal of renewable freshwater resources (a value greater than 1 indicates non-renewable water use).

** Avalue above 1 indicates that the intensity of water use implied by land deal is greater than the average domestic rate of use.

*** Avalue of 1 indicates that the magnitude of water use implied by land deals equals the magnitude of domestic use.

Sources: *FAO Aquastat; **Mekonnen and Hoekstra 2011; FAOSTAT.
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that water stress alone does not explain the higher
demand for water in crop production associated
with transnational land deals. High water demand in
land deals involving investors from countries in sub-
humid to humid climates seems also to be driven by
regional market demands and other factors.

Effects on water balance
in target countries

Of the 69 countries analysed, 43 countries (62%)
will have an increased intensity of water resource
use following agricultural foreign investments
compared to their current average agricultural
water use per hectare. By contrast, in 25 countries
the intensity of water resource use of foreign
agricultural investments will on average be lower
than the existing intensity of water consumption
in the target countries. On average, the analysed
land deals would increase water consumption in
target countries by 12.7%. The overall additional
water resource consumption in target countries
corresponds to 1619 km?® However, the above

figures do not take into account possible agricultural
water consumption on the affected land area before
the land acquisitions took effect. Despite this, there
are clear indications that overall, large-scale land
acquisitions have the potential to aggravate water
stress, with consequences for livelihoods, ecosystem
service provision, and water-related conflicts. The
analysis also shows that the issue ofimpacts on water
resources need to be considered in a manner that
allows for regional differentiation, and that further
detailed calculations are needed to determine the
actual balance of water use consumption implied by
land deals by taking into account the water usage of
the land use system being replaced.

Figure 19: Water use per hectare for large-scale land acquisitions for agriculture compared to

national average rates of use

<100

100- 150

150 - 200
™ 200-250

I 250-300
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no data

Projected water
use per ha for large-scale acquisitions
as a percentage of national average use per ha

Sources: Authors’ calculations based on the Land Matrix; Mekonnen and Hoekstra (2011).
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The destination of production from large-
scale land acquisitions for agriculture

This section analyses the production flux related to
large-scale land acquisitions. As such, it sketches the
renewed geography of world’s agricultural production
and trade flux. It does so through the analysis of the
destination of the production. Representing only one
variable, it contributes to the debate on whetherlarge-
scale land deals can be considered as land grabbing
or development opportunities (Cotula, 2009). First,
the evidence from the Land Matrix reflects the lack of
transparency surrounding land deals. Out of the 1217
agricultural projects recorded in the Land Matrix,
information on the final destination of production is
missing for 894 projects. For the 393 cases for which
we have that information, export is the principal
aim of the production. A possible domestic use of
the production is generally of marginal importance.
Notably, production for domestic markets is not only
for food, but is equally shared between the different
sectors of production.

A focus on land deals that envisage the export of
production demonstrates that 43% of them have the
objective to send the production to the origin country
of investors. These projects are mainly concerned
with food crop production (42%), which supports,
once again, the argument that food security is one of
the drivers of the land rush.

Figure 20: The destination of production from
large-scale land deals

266
91
- I
[ :
Exportonly  Domestic use only Both

Source: Authors’ calculations based on Land Matrix data.

Notes: N = 393

Figure 21: Destination for projects exporting
production

153

63
50
Export to origin Export to Export to

country other destination both destination

Source: Authors’ calculations based on Land Matrix data

Notes: N = 266
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5. Processes and impacts:
How land deals are implemented

This chapter is concerned with the processes related
to land deals. More specifically, we seek to address
the following set of issues: First, we investigate one
of the key factors that shape the socio-economic
outcomes of land acquisitions: land rights and
land governance In  this
context, we provide some insights on conflicting

in target countries.

land claims and on how the land was used before
the acquisition. Second, we assess contractual

arrangements, the transparency of the process and
the involvement of local communities, as well as
the key issues of compensation and eviction. Third,
we examine whether we can find evidence for the
potential positive effects of large-scale agricultural
investments for local populations, such as improved
access to public services or employment creation,
possibly through contract farming.

Figure 22: Land Tenure Security

All contries

3,32

Investor Only

Notes: All countries is calculated for 117 countries worldwide, Investor only is based on 34, and target only on 36 observations.

Source: Authors’ compilation based on Institutional Profiles Database 2009

Only Target Country
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Land rights and land governance

In target countries

Recent studies point to the potential threat of
investors exploiting weak land tenure systems to
their advantage (World Bank, 2010, p. xiv; Arezki
et al, 2011, p. 3). The argument is that investors
choose target countries because of weak land
tenure systems, so as to have easy and cheap access
to land. On all accounts, land tenure systems are
an important contextual factor with significant
implications for the likely impact of land deals. The
importance of land rights and land governance
for the economic performance of agriculture has
long been recognized. Particularly in phases of
agricultural transition, for example from smaller to
larger farms, well-functioning land markets with
well-defined and enforceable land rights help to
facilitate efficiency-improving structural changes.

However, many developing countries are known
for having deficient land governance systems that
cannot provide for secure land-related property
rights. Land tenure systems, in particular in Sub-
Saharan Africa, are often characterized by dual land
tenure systems where customary land rights co-
exist with formal property rights. Such dual systems,
and the predominance of customary rights in many
places, do not necessarily lead to inefficiencies,
but they may become problematic with the
advent of large-scale investment projects which
fundamentally alter the rules of the game. In such
contexts, the lack of formal recognition of customary
rights may lead to local populations losing access to
land without adequate compensation, and it may
even be a trigger of conflict.

From a global perspective, itis possible to investigate
whether investors really choose target countries
with relatively weak land tenure systems. As a first
approximation, Figure 22 displays the average land
tenure security rank for different groups of countries.

The variable is defined between 1 and 4 with higher
values indicating higher land tenure security and is
computed from the Institutional Profiles Database
(IPD) 20094 In Figure 22 we consider three groups
of countries: All countries, countries that are solely
a source of investment, and countries that are only
target countries. While most high-income countries
have values close to 4, the world average stands
at 2.66. When we distinguish between target and
investor countries, we can clearly see that land
tenure security is highest for those countries that
are only investor countries (3.32), and lowest for only
target countries (2.16). This supports the claim that
investors prefer countries with weak land tenure

systems.

Land tenure systems do not only influence the
investor’s choice to acquire land in a certain country.
Itis likely that the activities of investors have, in turn,
repercussions on the (local) land tenure system.
More specifically, the presence of an investor may
alter the significance and role of formal land rights
that are often held by the state, and sometimes by
local actors. For instance, the position of a village
chief can be transformed by increasing demand
for land. While formal rights held by a village chief
may have been of little importance as long as local
communities have used the land for subsistence
agriculture, the demand for land by the investor
suddenly changes the power and influence of such
a chief. The potential complexity of land tenure
questions surrounding large-scale land acquisitions
is illustrated by a case study from Western Kenya
(Box 6), that shows how an investment project can
encourage multiple competing claims.

* The variable B609 Security of land tenure rights consists of four
indicators (B6090 — B6093) which have been aggregated using
weighted means of the variable scores per country (Crombrugghe
etal, 2009, p. 15).
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BOX 6:

Conflicting land rights and land use in
Western Kenya: The case of Dominion Farms

"

The large-scale rice farm “Dominion Farms'
in Western Kenya has aroused many critical
reviews (e.g. FIAN 2010). The land in question is
located in the area of Siaya and Bondo District
in Nyanza province and is held in trust by the
respective county councils. The swampland
adjacent to Lake Victoria could formerly not
be used intensively. The community used it for
grazing animals, fishing, and agriculture in the
dry season. Only very few people were living
on the land because of seasonal flooding. There
have been previous projects to develop the
swampland for agriculture; however, all former
projects have failed.

In 2003, Dominion signed a Memorandum of
Understanding (MoU) with the County Council
of Siaya and the County Council of Bondo. The
local community was informed through church
channels. Dominion was granted a lease of
6,900 hectares for 25 years with the possibility
of renewal. Dominion negotiated with the legal
trustees, according to proper legal procedure.
However, heavy resistance from community
members (see, for example, Ochieng, 2011) has
been intensifying over recent years. While most
blame Dominion, others hold the government
responsible: “So it is worth saying that Dominion
did not grab our land, but the government,
because the government took our land and gave
it to foreigners” (Farmer in Siaya County during
focus group discussion, 22.09.2011).

For a foreign investor it is not easy to understand
the multitude of land use conflicts which might
arise from a leasehold negotiated with local
authorities acting on behalf of the community. In
the case of Dominion, the investor is now faced
with a number of conflicting land claims:
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The first problem is that the area was never clearly
surveyed. Dominion is supposed to develop the
land in two stages and successively reclaim land.
They are still in phase | of the reclamation (3,700
hectares) but are approaching completion. A
court case in 2011 tried to prevent Dominion
from moving to area Il. Many people dispute
Dominion’s claim to particular pieces of land.

Then, there is a conflict between the county
councils as to how much land belongs to which
district. The MoU states that Siaya holds 86 %
and Bondo 14 %, and that lease-fees will be paid
accordingly. As Dominion is closer to moving to
phase ll, these figures have been challenged: A
cartographer was sent to the area to review the
land tenure claims. The repartition changed the
claims to 32 % for Siaya and 68 % for Bondo.
However, these figures are still disputed.

Also, the clearance and drainage of the land
encourages more people to move into the now
agriculturally exploitable areas, creating conflict
when Dominion seeks to move ahead with
implementation.

Clearly, former, or pre-existing, land use and land
ownership are important determinants of the
impacts of land acquisitions. The database offers
some insights into these issues. Of the 82 cases in
the database with information on former land use,
most are reported to have been predominantly used
by smallholders for cultivation (56) (Figure 23). The
second most important former land use is communal
use, typically for grazing animals. Only a minor fraction
of the reported land acquisitions seem to affect land
that was forest or under conservation (7). Former
commercial agricultural use (3) is the exception.

As land users are not necessarily the same as land
owners, our data base also reports the former land
owner (Figure 24). The main vendor of land is clearly
the state (51). Smallholders (14), private companies
(11), and communities (14) all appear to be former
owners to a similar extent.



The comparison of users and owners shows a
discrepancy. Whereas smallholder agriculture is the
predominant land use, smallholders with private
property only account for a small fraction of the group
of land owners. This discrepancy between users and
formal owners implies that those who are selling or
leasing land are not the ones who are actually using

it. This is a direct consequence of the diverse land
tenure systems we have described above. While
large amounts of land in many parts of the world,
but particularly in Sub-Saharan Africa, are being
used by smallholders on the basis of customary, and
sometimes communal, use rights, these farmers often
do not own the land formally.

Figure 23: Former land use
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Source: Authors’ calculations based on Land Matrix data.

Note: 82 cases.
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Figure 24: Former Legal Land Owner
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Note: 90 observations.
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Contracts, transparency and the involvement

of local communities

There is a widespread perception that investors
rarely discuss their intentions with members of
the communities affected by the land acquisition.
The evidence from the Land Matrix is limited, with
information on community involvement recorded
for only 86 cases. The possibility of bias in media
reporting also cannot be ruled out. Nonetheless, it
is striking that there are only six reports of prior and
informed consent before the commencement of
the project. In 29 cases the community was in some
way involved, however the consultation process was
described as “limited”. In these cases, reports state,
for instance, that communities were consulted but
did not really understand what was going on, or
that they were put under pressure from authorities.
For the most part, an investment project comes as
a surprise to local community members: more than
half of the cases (51) recorded in Figure 25 show
that there was no prior consultation or involvement

between investors and the local community
members during the decision-making process.

Case study evidence from Zambia in Box 7 shows
some typical features of the negotiation process
that determines how land can change hands in this
country’s customary tenure areas. In the Zambian
case, the meaningful involvement of women and
men in decision-making over land is effectively at
the discretion of traditional leaders. Zambia thus
provides an example of a fairly strong and formally
recognized role for traditional authorities that does
not necessarily translate into strong community
involvement. In such complex situations, it is difficult
even for an investor with good intentions to initiate
a transparent process of land acquisition.

Figure 25: Involvement of the community
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Source: Authors’ calculations based on Land Matrix data.

Note: 86 observations, including non-agricultural deals.
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BOX 7:

Communal land and the role of chiefs in
Zambia

In Zambia, the ownership of all land is vested in
the president. Land can also be categorised either
as state land, which is titled, or as customary land
held in trust by traditional authorities. Official
figures state that 6% is state land and 94%
customary land. However, these figures date
back to 1964 and are likely to have changed
since. This is due to the Land Act 1995, which
allowed for the transformation of customary land
to state land.

Chiefs, and to a limited extent village headmen,
have the traditional rule over land. All land in
their chiefdom is allocated to families in the area.
Private investors can approach village headmen
and chiefs directly in search of land. Either the
chief or the village headman is supposed to verify
that the land is available and that no one claims
it. Then, the land is surveyed and the district
council checks whether there are any conflicting
claims before it makes a recommendation to the
Commissioner of Lands. The Commissioner then
gives out an official title for the land and the
land is then transformed from customary land to
state land. Once the title is given out, the private
investor becomes the legal lessee of the land.
Land can only be leased, usually for 99 years.
Outright purchases are not possible.

By giving out land to investors, the traditional
ruler's chiefdom is shrinking as the land is
irrevocably transformed to state land. The rulers
are — according to tradition and the Lands Act
1995 - obliged to consult the local community
about any land alienation. If the local community
does not consent, land alienations are not in
compliance with the law. The local council is
responsible for monitoring the chief’s decision
and verifies that the land given out to investors

is not used by any local person and that the
alienation is agreed by the community. This
crucial step, however, is rarely taken seriously.

Chiefs can actually derive substantial personal
benefit from making deals with investors without
consulting locals. Some investors are said to be
offering cash or valuable items such as cars to
chiefs in exchange for land. A lack of transparency
is further increased by a lack of price information,
as deals are negotiated informally between the
chief and the investor. The price can be anything:
the promise to build a school or a hospital, an
amount of money, or in kind payment. Some
chiefs may negotiate for communal benefit, and
others only for their personal benefit.

Source: Expert interviews by GIGA in Zambia in
2011, Metcalfe and Kepe (2008), and Brown (2005).

Displacement and compensation

Even where communities may have been involved in
the negotiation process, displacements are often the
result of large-scale land acquisitions in developing
countries. Analyzing the numbers of people displaced
by projects is a key step in understanding the effects
of such deals on local populations. Unfortunately,
information on this sensitive issue is — probably
not surprisingly — scarce. Our database has only 40
cases with information on displacements. In all other
cases, displacement may or may not have occurred,
but we have no information. It is hence difficult to
draw any conclusions about how many deals result
in displacements. Of the 40 cases in the Land Matrix
database where displacement is reported (Figure
26) 25 are reported to have led to evictions of at
least 1000 people, and ten of these to the eviction
of more than 10,000 people. While it is difficult to
judge how representative this sample is, it certainly
gives cause for concern, particularly when considered
in conjunction with the evidence that most land
acquired by investors is at least partially used by local
farmers. The evictions that may be caused can be
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Source: Authors’ calculations based on Land Matrix data.

Note: 40 cases, including non-agricultural cases.

Figure 26: Number of projects with reported evictions
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substantial, as land demands by investors often sum
up to land used by several thousand smallholders.

Compensation for local communities is one of the
most-discussed but least documented issues with
regard to large-scale land transactions. As discussed
above, acquiredlandis often used by local populations
(Figure 23) who then may face displacement (Figure
26). A major problem is that local populations may
face difficulties in providing legal proof of ownership
or title deeds. Customary land rights are not
necessarily recognized by statutory laws (Alden Wily,
2011; Cotula, 2007). As discussed above, those using
the land are not necessarily those in the position to
sell it. Accordingly, it is not evident that those losing
their livelihood base will necessarily be included in
compensation payments. Compensation schemes
offered by investors vary and largely depend on the
target country legislation that addresses foreign
investment, on the power of the former user, as well
as on the investor.

In the Land Matrix there are 53 land deals with details
on compensation schemes. For most cases, these refer
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to stated intentions. Table 7 displays a selected sub-
sample of cases. This list suggests that compensation
arrangements take very different forms. They range
from in-kind compensations to the community, such
as building social or productive infrastructure, to
cash-payments for affected individual farmers. One-
time payments or compensations are frequent, but
there are also regular payments that extend over
the time of the lease (payment of royalties). Those
payments vary widely between different deals. They
range from a 7 US cents per ha to 100 US$ per ha
annually, which can be compared with lease fees per
hectare in the USA and EU member states which can
be much greater than US$ 100.

The wide variation in royalties from land deals
in developing contexts can be linked to the
lack of functioning land markets and the lack of
corresponding price signals in many affected regions.
The very low land lease prices in some cases may be
taken as an indication that some investors exploit this
lack of markets and transparency to their advantage.
Itis, of course, difficult to say what a fair price in each
single case would be. Compensation



Table 8: Single Case Evidence on compensation

Target
Country
(Region)

Tanzania
(Morogoro
Kilembeta)

Sudan

(Gwit)

Sudan
(Equatoria,
Terekeka)

Philippines
(Isabela)

Sudan
(Western
Equatoria)

Sudan
(Lainya)

Sierra
Leone
(Makeni)

Tanzania
(Mkuranga
District)

Tanzania
(Lind,
Kilwa)

Investor Size in
home hectares
country

United 5818
Kingdom

Egypt 105, 000
Norway 179, 000
Japan 11,000
India 8020
United 600, 000
States of

America

Switzerland 10,000
United 8,000
Kingdom

Netherlands 34,736

Time frame of Receiver of In Kind

lease in years compensation Compensation

received

99 Farmers Provision of
involved in seeds for the
paddy and first season,
SUgRaIr I equipment, land
cultivation. for resettlement,

seeds and
farming
equipment, rice,
and construction
of 2 canals.

25 Local Construction of
authorities on a health clinic
behalf of the for the local
community. community.

99 Local Assistance with
authorities on development
behalf of the projects.
community.

10 Farmers None.
involved in rice
cultivation.

32 Local None.
authorities on
behalf of the
community.

49 Local None.
authorities on
behalf of the
community.

50 Farmers Training program
involved for smallholders
in paddy on agriculture,
cultivation. saving, loans,

health.

99 Approx. 250 000  None.

Farmers
involved in
mango and
cashew nuts
cultivation.

99 District (60%)
and farmers
involved in
maize and fruit
cultivation
(40%).

Cash compensation received
(in USD)

2 times USS 7.4 per ha to max.
150 villagers single cash payment
(includes 1x plough costs).

US$50 Million in grant annually;
no information about payment
modalities.

None.

USS$0.07 per ha per year annually
payment, in total: $12 500 per
year.

USS$100 per ha per year.

US$ 200 000 lump sum, deposit
into a social fund; no information
about payment modalities.

USS$10 per cubic meter of sawn
teak board that the company
exports.

40 to 50 percent of company’s
net profits over the life of the
lease are dedicated to the
community.

US$ 12 per ha per year.

Max. US$250 (based on planted
trees, not on ha), once-off
payment.

US$ 250 000 in total of which USS
150 000 are paid to district and
USS 100 000 to farmers (in form
of once-off payment, approx. US$
26.5 per ha to each farmer).

Source: Authors’ compilation based on the Land Matrix.
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or lease payments are often received by local
authorities on behalf of the communities. Such
arrangements, however, leave the allocation of these
payments prone to nepotism. Some investors do take
responsibility in mitigating adverse effects for local
communities as stipulated by, for example, the World
Bank’s Operational Policy onInvoluntary Resettlement
(World Bank, 2011, 4.12). Typical components of such
mitigation and compensation packages include
social infrastructure projects as well as the provision
of extension services to farmers (not necessarily
part of contract farming arrangements). The meager
intended compensation by some investors, however,
is very likely to leave local farmers worse-off after the
project implementation.

Potential benefits

As with any other large investments, there may
be potential benefits associated with large-scale
agricultural acquisitions. Unfortunately, we cannot

distinguish between cases with no information on
benefits from those that actually do not entail any
benefits. Therefore, we cannot provide any insights
into the share of projects with and without benefits.
Figure 27 provides an overview of benefits report in
the Land Matrix. Drawing on 117 projects,” we find
that an overwhelming majority report infrastructure
improvements (90). Infrastructure includes health
or education facilities, better access to markets
and project infrastructure that can be used by the
local population. Furthermore, financial support
(30) and capacity building (23) play an important
but less prominent role. Only few projects include
environmental protection (3) as a benefit received
through large-scale agricultural investments. Most
reports on such benefits (56%) are reported for
investors of Asian origin. As displayed above, in Asia we
find mainly intraregional investments with possibly
closer ties between investor and target country
resulting in a greater commitment to contribute to
local development of this group of investors.

Figure 27: Reported Benefits

90
30
Infrastructure Financial Support
Improvement

Source: Authors’ calculations based on the Land Matrix.

Note:N=117.
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Environmental
Protection

Capacity Building
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5 Please note that one project can report on several benefits,
e.g. one project might create infrastructure and invest in capacity
building at the same time. Therefore, the total number of benefits
is not equal to the 117 cases.
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Figure 28: Projects with Reported Domestic Jobs Creation
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One of the most important potential benefits for the
local community is employment creation. However,
the type of jobs created is often criticized because
of low wages and poor working conditions (see,
for example, Fisseha, (2011, p. 27) who documents
wages of USD15/month for night guards and
USD60/month for skilled labourers in the 10,700ha
Bechera investment in Ethiopia). Figure 28 illustrates
the evidence on job creation we have in the Land
Matrix (based on 89 cases). The majority of these
cases are reported to have created more than 1000
jobs; 25 projects even report more than 5000 jobs
created. These figures suggest that the number
of jobs created can be substantial. Yet, the overall
employment impact of the projects is difficult
to judge with the data at hand. More so, as it is
often difficult to differentiate between additional
employment creation and job replacement, in
particular when smallholders lose access to land.
Furthermore, we do not have any information on the
type of employment created. In agriculture, most
jobs are seasonal and mainly for unskilled labourers.

In addition, the above figures may sometimes
confound employment creation with contract

farming, a subject on which the database provides
little information. While contract farming may be
considered a particular type of employment creation,
it often merely entails the contracting of existing
farmers, creating no addition employment. In fact,
if investments imply the implementation of large
contracting schemes, employment effects will not
only hinge on the creation of additional contracted
farms, but also on the labour intensity of the new
cultivated crop. There is no rule of thumb to say
whether crops brought in by investors are generally
more or less labour intensive than formerly grown
crops. Finally, it can be noted that the creation of jobs
for foreign workers is noted for only eleven projects.
Despite the fear of a massive influx of workers from
investor countries, we cannot find supporting
evidence in the Land Matrix for this.
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Appendix 1:

Land Matrix Methodology

Criteria for inclusion of transactions
into the Land Matrix

The Land Matrix database comprises records of
potential and enacted land transactions throughout
the world. To be included into the database,
transactions need to:

» entail a transfer of rights to use, control or own
land through sale, lease or concession;

» have been concluded since 2000;
» cover an area of 200 hectares or more (each);

» involve the conversion of land from local
community use or important ecosystem service
provision to commercial production; and

» are international in nature, i.e. that they involve
a foreign investor. This definition includes joint
ventures of foreign investors with domestic
actors but excludes purely domestic acquisitions.

Sources

The data comes from a variety of sources that
include media reports, reports by international

Table 9: Reliability Codes

organizations and NGOS as well as academic
research including field-based research projects.
These sources are mainly accessed through the
two most active internet portals dealing with land

transactions, www.commercialpressuresonland.org

of the Land Portal operated by the International
Land Coalition (ILC) and www.farmlandgrab.org
operated by the NGO GRAIN. Sources that are found
outside these two major internet portals — mainly

through research focusing on a particular host
country - are included after making sure that they
do not refer to transactions already contained in the
database (“duplication check”).

Reliability

When entering the data from the above mentioned
sources into the relevant fields of the Land Matrix
database, each record is also assigned a reliability
code ranging from 0 to 3. These are defined as follows:

Since a reliability rank of 2 is only given to transactions
that have been checked by the Land Matrix
partnership in the host country, the initial reliability

0 Land transactions that have been reported by the press or other sources (typically from the internet) that

‘only reported”

1 Land transactions reported in

“reliable”

have not undergone any process of verification.

sources that we judge reliable, including for example:
research papers based on empirical evidence through field research,company websites (delivering

information on the main columns, such as size, produce, or year), government records.

2 Land transactions that have been checked by the Land Matrix Partnership through questionnaires
“reliable” submitted to organizations working in the host country.
(confirmed)
3 Land transactions of which contractual agreements have been made publicly available.
“reliable”

(confirmed with publicly
available contract)
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www.commercialpressuresonland.org
www.farmlandgrab.org

ranking of each entry can be 0, 1, or 3. The upgrade
in terms of reliability from level “0" or “1" to level 2"
is reached once an additional check is executed
by one of the 274 host country contacts. The exact
process for in-country checking varies from country
to country. It includes personal interviews or direct
personal knowledge of the transaction as well as
access to research that has not yet been published.
Furthermore, records can receive higher reliability
ranks if additional information suggests this. Last but
not least, a minimum reliability ranking of “1”is the
prerequisite for any transaction to be included in the
public database.

Note

Although based on a solid methodology, the data
included in the Land Matrix should be treated with
caution. Regarding the reported deals, certain
investors or hosts have received more media attention
than others and might thus be overrepresented in
the database. By contrast, other countries might be
underrepresented, simply because they do not get
similar levels of media attention. The database may
also suffer from biases that are due to systematically
higherorlowerreliability of reporting.Certaincountries
may be recorded as having larger numbers of reliable
deals simply because of greater transparency. This is
evident for Peru, for example, whose transparency
laws allow access to information on all large-scale
land acquisitions. Large-scale acquisitions tend to be
less well-reported or researched in Congo Basin states
and yet it is believed that many thousands of hectares
are being allocated regularly by governments to
foreign and local enterprises in these countries.
The lack of transparency thus provides obstacles to
objective verification in many countries, and in some
cases even confirmed deals have since been nullified
or changed. Furthermore, some errors in the data
may still remain due to human error. We apologize for
these and are happy to correct them whenever this
comes to our attention.
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