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3.3

The political economy of
land and water grabs

David Zetland and Jennifer Mdéller-Gulland’

Introduction: land grabs are not so new

Foreigners have invested in international land assets for many centuries, but the recent increase
in ‘land grabs’ appears to be a ‘bad’ form of foreign direct investment (FDI). Unlike FDI that
shares the gains from trade with locals over a longer time honzon, land grabs maximise unsus-
tainable returns in the short run wiath inadequate compensation to local communities. For the
purposes of this chapter, we will therefore divide deals (or investments) into two types: ‘land
grabs’ that transfer land and water nghts from existing users without fair compensation and FDI
that does provide farr compensation.”

Consider a deal to use land worth US$100 under traditional cultivation. A foreign investor
may offer $200 to cultivate that land with improved technology that increases output and
profits. That deal would be FDI it traditional users got, say, $120 for the land (more than it is
worth to them plus some share of the profits) but a grab if they received only §50. How could
such a grab occur? When the selling country’s ruler approves the deal over the objections of
‘his’ people. He benefits by keeping the extra money ($150 out of $200), instead of §80), but he
may also please investors by lowering the price to $160, for example, to make them simulta-
neously happier with higher profits and more inclined to ignore peasants robbed of their land.

The role of the ruler 1s key to understanding land grabs. As we will explain, land grabs are
only possible when those in power approve unfair deals that existing users would not accept.
That intervention happens in cases where rulers abuse power for their personal benefit, acting as
corrupt and unaccountable ‘kings’ who care about their personal wealth — their rents from the
land — more than social welfare or efficiency. Buyers play their own role — supporting land grabs
in corrupt circumstances — but they do not have the ruler's market power.

Grabs are no mmnovation. They rely on a foreigner—ruler—peasant interaction that has existed
for millenma and that dominated the colonial era. Duning the Brtish Raj, for example, the East
India Company (succeeded by the British Government) made deals in which local princes
supplied land, labour and natural resources in exchange for payments that did not often benefit
local peasants. Land grabs now — as those deals then — reduced princes’ reliance on ‘their’ people
at the same time as they used imported technologies to increase princes’ wealth above levels
possible from taxes based on local, traditional production.
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The increased intensity with which land and water resources are used within grabs or FIDI 1s
also not new. Intensification can increase wealth if it is done in a sustamable way, but over-
exploitation and destruction of fertility (via salination, topsoil degradation, groundwater deple-
tion, and so on) leads to short-term poverty and long-term collapse (Fagan 2011). Such events
are painful when local farmers destroy their own land; they are doubly painful when foreigners
engaging 1n unsustainable grabs destroy land and water resources — leaving the ruins to locals
without alternative ways to produce food.

We do not, thus, claim to have identified a new paradigm in resource exploitation or poli-
tical economy. Land — and water — grabs are merely the latest way for those with power to
advance their goals. What is new, perhaps, is that grabbers now come from countries that were
exploited in the past. Those business and political elites are expanding their domestic power
abroad wia grabs.

However, 15 this narrative true? Or s it based on a few examples extrapolated into a trend by
‘grab activists’ with more ideology than hard data? In this chapter, we want to disuinguish
between bad grabs and good FDI so we can understand which deals are worthy of support or
condemnation, separate good deals that maximise food production and minimise social
instability from bad deals that deplete land and water resources, and clanfy the relative negative
impacts of poor management and disruptive changes in global temperature and precipitation
patterns on local agricultural cutput (Fischer et al. 2005). These differences are not only usetul
to academics. They are important to politicians, insurance compamies, agribusiness companies,
and — not least — the Earth’s 7 billion people

Ouwr appraisal faces the same problems of every other appraisal in this book. We do not have
complete information on deals identified as “land grabs’. We do not know what contracts say.
We do not know how contracts — if they exist — are being implemented or how production
practices affect land, water, labour resources on and around land subject to “grabs’.

Lacking these details, we try identify the modem forces behind grabs and predict where they
may have the strongest impacts on local people and resources. To do this, we begin by exam-
ining the dnvers of land grabs and their impact on water resources. We then use a stylised
model of political-economy of development, governance, land grabs and impenalism to
understand the relationship between rulers and peasants, and how a deal with cutsiders may be
a harmful grab instead of sustainable FDI. We then analyse deals that have already been labelled
as “land grabs’ in sub-Saharan Africa (S5A) to explore how corruption and accountability might
help us separate grabs from FDI and assess where land grabs may damage water resources. From
a social welfare permspective, our goal 1s simple: we want to reduce the number of unsustainable,
unfair land grabs without preventing productive, sustamable FDI deals that improve global food

supplies, support local communities and benefit investors.

Background: demand, supply, land and water

Population growth and economic development are mcreasing global demand on the extensive
and intensive margins for food, biofuels and timber. Policies promoting biofuel production and
carbon reduction further increase the demand for food crops or reduce land available for food
production (Gorgen ef al. 2009; Anseeuw ef al. 2012). Most deals also increase the demand for
water. We will concentrate on food, biotuel and timber deals that account for nearly 90% of
land deals in Africa and over 80% of deals world-wide (Anseeuw et al. 2012).7 Although most
deals increase land- and water-use intensity, there are different ways to do so. FDI increases
output using better technologies and techniques (hereafter ‘technologies’); land grabs increase
short-term output by sacnficing long-term land ferulity and water resources.
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Note that we treat buying firms as ‘countries’ in this discussion. First, because some firms
actually act on behalf of national governments. Second, because firms often share formal and informal
institutional characteristics with their home countries. Third, because firms are often subjected
to oversight by their home countries. Finally, because we have insufhcient information on buying
firms to assess their motivation or governance. On the sell side, we need only talk about
national governments. First, there do not appear to be any private parties selling or leasing land to
toreigners in our dataset of deals labelled as grabs. Second, even if there were, those deals would
not happen without government approval. Third (again), because we only have data on national
government corruption and accountability. Further, while land grabs may also be made by
domestic investors, this chapter only focuses on foreign investments.

The where, why and how of land grabs

GRAIN's 2008 list of land grabs’ included information on the parties to the deal (target country
and grabber), ongin of the grabber (private-sector/government), and announced crop. GRAIN
divided grabbers into private investors seeking financial returns and governments secking secure food
supplies, e.g. the People’s Republic of China, Egypt, the Gulf States, India, Japan, the Republic of
Korea (South Korea), Libya and Saudi Arabia. Frits and Reenberg (2010) used cross-checked 200810
data from the International Land Coalition (ILC) to assess 177 deals in 27 African countries. Ethiopia,
Madagascar and Sudan have more than 20 deals each, but deals are heterogeneous in area and
crops. GRAIN (2012a) updates their data to include over 400 grabs affecting 35 mullion hectares
in 66 countries, with most activity in the 43 continental SSA countries.” Two-thirds of the
buyers are agribusinesses; one-third are financial investors and sovereign wealth funds.

Woertz et al. (2008) assess the potential for Gulf Cooperation Council countries to engage in land
grabs in Africa and Central Asia (based on macro-economics and potental productivity), con-
cluding that Mozambique, Sudan and South Africa are the most promusing countries for
investment. Deminger ef al. (2011) use an econometric model based on announced land deals to
investigate the factors associated with mwvestor interest. Investors are more likely to make deals in
countries with abundant non-forested areas and where rural people have weak land tenure
rights. They also find that investment protection has only a weak mmpact on mvestors’ decisions;
protection is important in non-land FDI deals.

From a market perspective, grabs are likely to increase local and global food price volatility and
perhaps increase price levels. On a local level, grabbed land produces crops for distant consumption,
lowering local supplies and raising local prices. On a global level, grabbed land could increase total
supplies by using better production technology — easing global scarcity — but the increase in total
supply would be even greater if it was linked to profit-maximising FDI aimed at producing crops that
fill supply—demand gaps instead of particular crops sold at subsidised prices to meet domestic demand.

The demand side of land grabs

Land grabs are made by two types of investors: food security seckers and financial investors
(GRAIN 2008). Food security seckers want to increase domestic supplies and buffer local
populations against global food price shocks, putting more trust m direct control over food
production than i sourcing food from markets based on their willingness to pay. The cost of
food acquired in these deals may exceed global market prices, but national food security is not
about price as much as quantity (houschold food secunty 1s about price). The demand for food
security is particularly strong in countries with strained land and water resources, e.g. China,
India and many countries in the Middle East {Woodhouse and Ganho 2011). Commodity traders,
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on the other hand, want to profit from increasing demand for food, teed, fibre and biofuels
(Ansccuw ef al. 2012),

Investors with global reputations to protect are less likely to engage in unsustamable grabs instead
of sustainable FDI; those concemed with short-term secunity or profits are more hkely to make grab
deals, a useful strategy when their rule or business model is vulnerable to price volatlity. Their
partners to grab deals face similar problems, such as the nisk of losing power. Of the 41 continental

SSA countries tracked by EIU (2010), 33 have ‘high" or ‘very high’ political instability.

The supply side of land grabs

A naive observer may look at official statistics and assume thar it is possible to put *vacant’ land and
‘undiverted” water to use (Woodhouse and Ganho 2011), but facts on the ground sometimes contra-
dict statistics. A land investment 1 the USA or France, for example, only occurs when a willing seller
passes title to a buyer. The land could only be rngated if water was available from exasting allocations.
Water allocations may not be perfect, but their flaws are well undesstood, and everyone 1s subject to
the same mstitutional hmitations on water use. Developing countries, on the contrary, are more
likely to have weaker land ttles, underdeveloped water allocation mechanism, and institunions that
are too weak to protect nghts and equity (North 2005). Land grabs occur when governments give
toreign investors the nght to wse land that 5 not really vacant and water resources that are
already wsed mformally — bypassing local users who may not know ‘their’ resources have been sold
or who lack the night to challenge a deal made under international law (Smaller and Mann 2009).
We hypothesise that deals are more likely to be grabs when rulers are less accountable to their
citizens and/or abuse of power (corruption) is greater; they allow grabs when they prefer fast
money (direct investment) from foreigners to slow money (taxes) from domestic ‘owners’ of land
and water resources. FDI deals are more likely when accountability 1s greater and corruption less
of a concern. While a buyer's attitude towards corruption and home-country accountability
matters, it is the sell-side government that decides if a deal is going to be a grab or FDL
Gargen et al. (2009) suggest that grabs can be 1dentihied by examining contractual wording, legal
Junsdiction, rights of stakeholders, buver and seller identity, and other structural charactenstics
of the deal, but the impact of a deal depends on implementation, who gets paid, whose water
gets used, and so on. It 1s difhicult to find answers to these questions (even for FDI), so we focus
on the necessary conditions separating grabs from FDI. Are selling governments inclined to act
in a transparent manner consistent with the best interests of their people? Are buyers accoun-
table for their actions or motivated to avoid grabs? If not, can land and water resources in tar-
geted countries absorb additional demand? The first ‘'no’ indicates that a deal is likely to be a

grab; the second ‘no” indicates that the grab may have significant negative impacts on locals.

The water dimension to land grabs

Water access is key to deals in water-scarce areas outside 55A’s hummd equatonal zone, Anseeuw ef al.
(2012) find that land deals concentrate in areas with secure access to water, e.g. adjacent to the Nile and
Miger nvers. They conclude (p. 37) that access to water 15 one of the key dnvers of transnational land
acquisitions’, and ncreasing demand for tood, biofuels and timber will increase the importance
of access and pressure on water resources. Unfortunately, grabs that ‘mune’ water will have
durable negative impacts. Land abandoned after a grab can often be used in some other way,
but a grab that leaves no water behind may severely it the use of the land in the long run.
Access can be sustainable or unsustainable, depending on the combination of rights to use ground-
or surface water and local water management practices. Rights are not created (or administered)
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equally. Skinner and Cotula (2011) describe how locals can lose customary rights that conflict
with formal rights given to investors making grabs. Bues (2011) provides an example where an
investor took over water previously used by small-scale imigators in Ethiopia. These cases of
conflict over nghts to surface water clanfy how the water impact of a grab can extend beyond
the borders of land transferred to foreign investors, urning a zero-sum deal for land rights into a
negative-sum deal in which water abstractions exceed physical and tempaoral Hows (Woodhouse
and Ganho 2011). In such conditions of mismanagement or lack of management over water
resources (rights or no rights) grabs are hikely to have negative impacts on local, downstream
and future users of surface and groundwaters. Anseeuw ef al. (2012), for example, report a fail-
ure to account for the cumulative impacts of imgation projects in the Ofhce du Niger area that
resulted mn negative impacts on downstream farmers, herders and hishermen.

Investors who blithely install high-capacity pumps to use ‘theirr’ groundwater can deplete
neighbours’ wells and reduce flows supporting springs and rivers. Those who attempt to *secure’
water supplies by building dams are likely to magnify damage to the environment and down-
stream users (Skinner and Cotula 2011). Investors making sustainable land deals will not only
want to respect existing formal and informal nghts to surface and groundwaters, but they wall
want managers to protect water resources over the long run. What 1s the long run? Many land
deals are meant to last from 50 to 9% years. Some will be cut short by polincal instability, seller
reneging or buyer abuse, but even contracts taken to term must leave water supplies in the same

or better condition if they are to be ‘sustainable’.

Theory: kings as exploiters or protectors?

Previous work on land grabs focused on the parties to the deals, the types of crops and the
importance of land nghts. We expand on this work by considering the relevance of governance
(corruption and accountability) and water resources in land deals. Before we do that, we waill
maotivate our discussion with a stylised model of why a king may wish o exploit — or protect —
‘has” people. This story — a simphfied descniption of how ‘big men’ treat citizens as peasants and
possessions — 15 familar to students of European and colonial history, but it 1s not appropriate
where democratic accountability puts leaders in the service of people or the king's role as big
brother puts him in service to his tribe as an extended family. This story will make it easier to
understand how a ruler determines whether a deal 15 a grab that harms his people or FDI that
helps them.

A king and his peasants

Consider a political termtory with king and peasants. The king has a monopoly on power; he
acts as a stationary bandit who provides security from neighbouring kings (bandits) in exchange
for a share of peasants’ observed output (Olson 1993). These taxes are higher when peasants
cannot leave the terntory or organise resistance, but they are less than 100% of their production
because the king wants them to produce in the future. Put differently, the king and peasants
work within a sharecropping model in which the king allows the peasants to use land in
exchange for a share of their observed crop that is paid in cash instead of in kind (Eswaran and
Kotwal 1985). The king allows new technologies if greater production increases his income.
Peasants will use these technologies if they are not made worse off.

We define an “impanent’ king as one who mcreases current production at the expense of future
production, by mining natural resources faster than they are replenished or dumping waste into
the environment instead of bearing the cost of processing it. A *dynastic’ king pursues sustainable
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practices to ennch his hers. In all cases. the king's pohces reflect input constramnts among water,
land and labour, and he will focus management on the binding resource, 1e. water 1 an and
g g

region, land where population is high, or labour when land and water resources are abundant.

Kings, imperialists, property rights and sustainability

A dynastic king and dynastic peasants favour rules and practices that give weight to future
production and thereby reduce current waste of resources. Both sides, for example, prefer to use
labour today to improve soil fernlity for greater production tomorrow. An impatient king or
impatient peasants take short cuts today that reduce production tomorrow.

An impatient king has no reason to strengthen others” property nghts in resources; he will
exploit forests, land and water. Impatient peasants will exploit any open access resource they
can. As examples of these phenomena, consider a centralised, agranan society (e.g. the Maya), a
resource-exploiting society (e.g. Saudi Arabia or the USSR).

A dynastic king with impatient peasants has to cope with their attempts to mine resources. He
can try to induce patience by giving them secure title to land and water. This property rights thesis —
recently associated with Peruvian economist Hernando de Soto — holds that peasants with
secure rights will invest and conserve today so they can benefit tomorrow, allowing the king to
grow wealthier through taxes than he would have with punitive seizures of land or crops.

Depending on the king's goal, new technologies make 1t easier to exploit or conserve
resources by altenng the relatve importance of land, water and labour. Pumps that replace
manual water hauling make it possible to farm more land with less labour. Such a technology
can turn water into the limiting resource as it reduces the relatve value of land and labour.

A king replaced by foreign imperialists will resule — all things equal — in less sustainable
practices devoted to exporting wealth to home territories. Thus, we can see how the British in
India may allow famine as they seck mercantile revenues or the Spanish may destroy indigenous
cultures to extract resources from the New World.

Impernahsts also exploit more because they can implement technologies that loosen constraints
on resource consumption. Brinsh tramns and timetables increased Indian land and labour pro-
ductivity, but British irnigation works vastly increased water demand. Those projects turned water
into the limiting factor in agricultural production and increased the rate of water consumption —
often above sustainable levels,

As a counterpoint to impenalism, consider an indigenous growth model in which the king
protects property rights, histens to his people, provides rehable admimstration and uses taxes to
provide public goods. Peasants under these conditions have an incentive to plan and act for the
long term, with the assurance that most of their effort will mcrease their own wealth.

Land grabs as neo-imperialism

Land grabs result from co-operation between impatient kings who give investors cheap access to
land and protection in exchange for fast money and foreigners whose use of local resources and
imported technologies to produce goods for export gives deals an impenalistic flavour. Land
grabs displace local development by assigning land to foreign investors instead of strengthening
peasants’ informal or communal property nghts (North 2005). They reduce local innovation in
tavour of imported technologies, direct scarce resources to cash crops, and promote big planned
deals over numerous decentralised small innovations (Easterly 2006,

Foreign direct investors are willing to pay more in the short run to get a better long-run
return. They are therefore happy to deal with bemgn kings but not corrupt kings who are hikely
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to seize their investments before they can earn their “fair’ returns based on a long-term vield of
lower but sustainable outputs.

Water 1s necessary but not sufficient for land deals in the sense that most intensive cultivation
requires adequate water supplies, but adequate water 1s not enough to make a deal happen.
Both FDI and grabs will use water, but that use — by defimtion — wall be more and less sus-
tainable, respectively. FDI deals need secure water over many years, which means that con-
sumption cannot deplete water for neighbours or the environment. Land grabs are likely to
have even more exploitation in their water dimension than their land dimension. First, because
deals are likely to create novel and formal nghts over water that was previously allocated
through informal and communal mechamisms. Second, because water use mtensity 1s hkely to
rise as intensive agriculture replaces indigenous technologies suited to local conditions, leaving
less water for locals and the environment. Third, because industrial agriculture 1s more likely to
produce contammated runoff that affects downstream neighbours.

Although we consider kings or rulers to be exogenously corrupt — or not — based on
their power over their people, we must also note that foreign mvestors are less likely to
participate in grabs if they are subject to voice and accountability in their home countries,
e.g. crticism for investing where human rights abuses take place. As an example, consider
the difterent perceptions of deals made in Sudan. Western firms and governments faced
criticism for co-operating with the Sudanese Government while the Darfur genoade was
receiving heavy news coverage, but Chinese and Saudi investors were happy to deal with
the government.

From this example and our charactensation of the relatonship between a king and foreign
investor, we can put deals into a two-by-two matnx, with a pro- or anti-grab king on the top
and a pro- or anti-grab investor on the side. Their pro- or anti-grab position is determined by
their attitudes towards cormuption and accountability towards citizens. From these characteristics,
we can see two stable equilibma: FDI (anti-anti) or land grab (pro—pro). The off-diagonal
squarcs represent crossed-wire scenanos in which a pro-grab (corrupt and unaccountable) king
has a hard time convincing an anti-grab investor to exploit his people, or where an anti-grab
king thwarts a pro-grab investor. These mismatches are not stable. The king and mvestors will

quickly discover that they need new (grab or FDI} partners.

Analysis: corruption, land grabs and sustainability

A thorough analysis is impeded by missing data

An investigation of the linkages between governance, property rights, peasant exploitation and
sustainable wse of land and water would require detailed information on the identity of the
investor (publicly traded company or private parmership) and contracting party (a local com-
munity or a bureaucrat in the capital); details on formal or informal rights to the land; current
and future water consumption in the area; details on soils, technology and labour; a description
of payment flows for land, water, inputs and labour; and a reconciliation of the wntten contract
with its actual economic, social and environmental impacts.

Although it may be easier to acquire these data for FDI in places like Australia, they are
difficult to find under normal conditions in S5A (due to lack of capacity or bureaucratic turf
wars) and extremely difficult to uncover when deals are obscured in the interests of national
security, corrupt dealings or commercial confidentiality — interests that outsiders cannot often
separate (World Bank 2012). Secrecy 15 likely to be founded on a desire to avoid ‘international
scrutiny and accountability in case of political conflicts” or make corrupt deals that extract
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benehits for parties to the deal while dumping costs on average ctizens and the environment
(Woertz et al. 2008: 21; Smaller and Mann 2009).

It 15. m fact, dithcult to find complete, coherent and transparent information on land deals,
whether they be grabs or FDL. Such a gap makes it hard to separate FDI from grabs, understand
the magmitude of individual deals, or even see the ‘official version” of deals. What 15 ronic 1s that
the data we do have for ‘land grabs’ may oversample leginmate FDI deals that nobody wants to
hide from public serutiny.

What 15 strange 15 that most of what we know about land deals mn Africa comes from
rescarchers or activists more interested m grabs than FDI. GRAIN — ‘an non-governmental
organization (NGO) that works to support small farmers and social movements in their struggles
tor commumity-controlled and biodiversity-based food systems’ — released its first list of land
grab deals in 2008, This hst was updated and cross-checked to 173 SSA grabs by Frs and
Reenberg, who caution that their data — like others relying on sources such as ‘farmlandgrab.
org’ — may suffer from ‘“sigmificant differences in credibality” (Frits and Reenberg 2010: 9).

The most recent data come from GRAIN (2012b), a dataset of 416 ‘land grab’ deals from
around the world that mncludes vanables for targeted country, area, projected investment,
country of the investor, investor type (e.g. agnbusiness), crop type and deal status. We use 203
S5A deals, of which 201 deals are either *done” or ‘n process’ (the other two deals are “sus-
pended’); see Table 3.3.1. This dataset, unfortunately, 15 not complete. It covers only uncan-
celled transactions for the production of food crops on large plots of land that foreign investors
mmtiated after 2006, Even it GRAIN were successful in hsting all deals with these character-
istics — which s unlikely — they did not cover deals involving non-food cash crops such as
jatropha or cotton (GRAIN 2012a).

These uncertainties make 1t ditheult to distinguish between “real” FIDI deals that create wealth
and improve local cconomic conditions m a sustainable way and “grabs’ that exproprate local
land and water resources for the benefit of corrupt rulers and callous investors. With enough
data, we could make a political-agro-economic evaluation of each project over ime, to separate
grabs from FD, but we don’t have those data. What we have 15 information on a few vanables
that we would expect — from the theory outlined above — to be correlated with land grabs and
over-exploitation of resources. The next sections describe those data and how we try to use

them to distinguish between grabs and FDIL.°

Land grabs, corruption, voice and accountability

The World Bank provides data on control of corruption and voice and accountabality for 213

countries (Kaufmann ef al. 201{0). Control of corruption (CC) measures the extent to which

Table 3.3.1 Data coverage on land deals in 55A

Criteria Number of entries
Total number of deals inside 554 country 201
Information on size of land deal {(ha) 201
Information on projected investment () 51
Information on base country of investing entity 201
Information on investing entity 201
Of these, investors identified as ‘government’ 23
Information on crop 183

Source: GRAIN (2012b).
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public power is exercised for private gain, including both petty and grand forms of corruption, as
well as ‘capture’ of the state by elites and prvate interests. The indicator on voice and
accountability (WA) measures the extent to which a country’s citizens are able to participate in
selecting their government, as well as freedom of expression, freedom of association, and a free media.
These good governance indicators have values between -2.5 (worst, 1.e. most corrupt or least
accountable) and +2.5 (best, i.e. least corrupt or most accountable), with 0 as the median value.

In the following analysis, we used 95 of the 2011 55A deals from GRAIN (2012b) that involved
the same country pairs (buyers identified from one country and sellers) in two or more deals.
This smaller dataset helps us concentrate on the 17 55A countries that are systematically engaged in
‘grabs’. We will occasionally compare these countries to the other 26 continental SSA countries
with less grab activity. Table 3.3.2 divides these 95 deals into four groups according to their CC
values: low CC buyer-low CC seller, low CC buyer—high CC seller, and so on.

Based on the theory of impatent kings outlined above, we expect deals in low—low pairs to
be grabs in which buyers and sellers co-operate to extract rents from land and water resources.

Table 3.3.2 Analysis of 55A deals: control of corruption

Sellers

Low CC (2.5 to ) High CC {0 to 2.5)

Low CC Brazil-Mozambique (2) —_
{(-2.5 to 0) China = Benin (2}

China = Senegal (2)

China = Sierra Leone (2)

China = Uganda (2)

Egypt = Sudan (5)

India = Ethiopia (13)

India - Madagascar (2)

India = Tanzania (3)

Italy — Rep Congo (Brazzaville) (2)

Italy — Mozambigue (2)

Libya — Mali {2}
VietNam - Migeria (2)
Buyers High CC Portugal - Angola (3) Germany - Ghana (2)
(0 to 2.5) Portugal - Mozambigue (4) UK - Ghana (2)
Saudi Arabia = Mauritania (2) UK - Mamibia (2)

Saudi Arabia = Sudan (4)
Singapore - Tanzania (2)
South Africa - Mozambigue (4)
UAE — Sudan (8)

UK - Mali (3)

UK - Mozambigue (5)
UK - Sierra Leone (5)

UK - Zambia (2)

USA - Mali (2)

USA - Sudan (2)

USA - Tanzania (4)

Source: Deals from GRAIN (201 2b) and CC from Kaufmann et al. (2010).
Mote: OF the 95 land grab deals, 89 occur in countries with low CC scores, e, more corruption. The deal count is
shown in () for each buyer—seller country pair.
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In fact, 94% of the 95 deals are in low CC countries, with 41 in low-low country pairs and 48
between high CC buyers and low CC sellers. High CC buyers may be participating because
they are less corrupt at home than they are abroad (the deals are grabs) or their investments are
actually FDI. Given the difficulty of objectively judging whether deals can be categonised as FDI
or grabs from our incomplete information, it could be that some ‘grabs” are actually FDL

These generalisations do not prevent a number of reasonable explanations for deal-pairs.
Egypt might be mvesting in Sudan to improve relations or move ‘use’ upstream. Some buyers
may also be investing because of ‘gravity’ (proximity), rehgious ties and/or long-term relation-
ships. The USA and China — lacking geographic or historical links that might associate them
with certain S8A countries — might pay more attention to corruption, but they both invest in
countries with an average CC of -(L.76.

Indeed, low and high CC buyers mvest in countries with median CC values of -0.73 and
-0.67, respectively. That said, separating high CC buyers into Arab and non-Arab countries
reveals that the former invest in countries that are more corrupt, 1e. median CC of -1.21 vs
-0.42 in countries targeted by European buyers.

We can add more depth to the discussion by looking at VA, to test the idea that land grabs
are more likely to occur in countries where citizens cannot hold their governments accoun-
table — countries with negative VA wvalues. Table 3.3.3 segregates our 95 deals by VA values.

Some 82% of the deals in Table 3.3.3 ocour in low-VA countries; 27 of them — the ones in
low—low country pairs — are more likely to be land grabs than FDL The 51 deals between high
VA buyers and low VA sellers, like the high-low CC deals in Table 3.3.2, may be either quiet
grabs or FDI misclassified as grabs.

As with CC, VA grouping shows that high and low VA buyers make deals with different
countries within the low VA set of sellers. Low VA buyers invest in countries with median VA
values of -1.66; median VA values are -0.27 m seling countnes with high VA buyers. The
United Kingdom (VA: 1.32), for example, invests mostly in relatively high VA countries
(Mozambique: -0.06; Sierra Leone: -0.27; and Zambia: -0.3), but India (VA: 0.49) made 72%
of its deals in Ethiopia (VA: -1.30). While some high VA countries also invest in countries with
lower VA values, e.g. the USA made 33% of its deals in Sudan (VA: -1.66), the majonty of the
investments are made in high VA countries.

High VA buyers may be investing in countries with higher VA because they face scrutiny at
home. Those deals are also less likely to be grabs. That said, we should also note that only 10 of
47 55A countnes have posiive VAs. While three high-VA countnies {Ghana, Namibia, Mali)
are included in the GRAIN (20112b) database, other countries with plenty of FD) and positive
VA values (Botswana, South Africa and others) are not. Although some missing deals may be
sustainable FDI, others could be land grabs (false negatives). The lack of a complete dataset on
all deals makes it hard to differentiate between grabs and FDL so we must concentrate on false
positives, Le. land grabs’ in GRAIN data that are actually FDL

A comparison of CC and VA values in our 17 SSA grab countries to values in the other 26
continental SSA countries does, in fact, raise serious questions on whether or not GRAIN's
deals are exploitative grabs. From our theory, we expect corrupt (impatient) rulers to engage in
grabs and benevolent {dynastic) rulers to sign FDI deals, but the average CC value 1n the 17
‘grab’ countries (-0.66) is quite close to the average (-0.69) in the other 26 countries. The dif-
ference in VA values (<0046 and -0.91, respectively) is greater but in the wrong direction. CC
and VA values should be lower, not higher, in countries actively engaged in deals if those deals
are grabs, but not if those deals are FDI. These results (which are not contradicted below) cause

us to question the ‘grab’ label on these deals.
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Table 3.3.3 Analysis of 55A deals: voice and accountability

Sellers
Low VA (-2.5 to 0) High VA (0 to 2.5)
Low VA China - Senegal (2) China - Benin (2)
(-2.5 to 0) China - Sierra Leone (2) Libya — Mali (2)

China - Uganda (2)

Egypt - Sudan (5)

Saudi Arabia - Mauritania (2)
Saudi Arabia - Sudan (4)
Singapore - Tanzania (2)

UAE - Sudan (&)
VietMam - Migeria (2)
Buyers High Va4 Brazil = Mozambique (2) Germany = Ghana (2)
(0 to 2.5) India = Ethiopia (13) UK = Ghana (2)
India - Madagascar (2) UK - Mamibia (2)
India = Tanzania (3) Uk = Mali (3)
Italy — Rep Congo (2) USA - Mali (2)

Italy — Mozambigque (2)
Portugal - Angola (3)

Portugal - Mozambique (4)
South Africa - Mozambigque (4)
UK - Mozambigue (5)

UK - Sierra Leone (5)

UK — Zambia (2)

USA - Sudan (2)

USA - Tanzania (4)

Source: Deals from GRAIN (201 2b) and CC from Kaufmann et al. (2010).
Mate: OF the 95 land grab deals, 80 occur in countries with low VA values, The deal count is shown in () for each buyer—
seller country pair.

Some countrnies move between quadrants m Tables 3.3.2 and 3.3.3, so we created a single, but
crude, good governance (GG) indicator for all countnes in the 95 deals that 15 based on the average of
CC and VA values. These results, shown in Table 3.3.4, make it easier to discuss ‘governance’ below.

Some 94% of the deals took place with low GG sellers (more corruption and lower
accountability). Twenty-three deals involve low—low country pairs, while high GG buyers
made 66 deals in low GG countnies. Low GG buvers invested in countries with a median GG
value of -0.74; high GG buyers invested in countries with a median GG of -0.46. Note that this
difference would be even greater if we excluded developing countries with barely positive GG
values, e, Branl (GG = 0L19), India (GG = 0.03), South Africa (GG = (1.32) and UAE (GG =
0L.09), from the high GG buy side, since the remaming buyers in the ‘migh—low’ category
invested 10 countries with a median value of =027, Put differently, our data indicate that GG
values for buyers are higher than GG values for their sellers, but GG wvalues of buyer—seller pairs

tend to rise together (correlation 0.33).

Land grabs and pressure on water resources

Although all investors in agricultural land consider water availability when making deals, we
assume that “grabbers’” are interested in maximising current output at the expense of long-term
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Table 3.3.4 Analysis of 55A deals: good governance

Sellers
Low GG (-2.5 to 0) High GG (0 to 2.5)
Low GG China - Benin (2) —
(-2.5 to 0) China - Senegal (2)

China = Sierra Leone (2)
China = Uganda (2)

Egypt - Sudan (5)

Saudi Arabia = Mauritania (2)
Saudi Arabia = Sudan (4)
Libya = Mali (2)

Vietham = Nigeria (2)

Buyers High GG Brazil - Mozambique (2) Germany - Ghana (2)
(0 to 2.5) India - Ethiopia (13) UK- Ghana (2)
India - Madagascar (2) UK = Mamibia (2)

India - Tanzania (3)

Italy — Rep Congo (2)

Italy —~Mozambique (2)
Portugal - Angola (3)
Portugal - Mozambigue (4)
Singapore - Tanzania (2)
South Africa - Mozambique (4)
UAE - Sudan (&)

UK - Mali (3)

UK - Mozambigue (5)

UK - Sierra Leone (5)

UK — Zambia {2)

USa - Mali (2)

USA - Sudan (2)

USA - Tanzania (4)

Source: Deals from GRAIN (2012b); CC and VA from Kaufmann et ol (2010).
Mate: OF the 95 land grab deals, B9 occur in countries with low GG values. The deal count is shown in () for each
buyer—seller country pair.

sustainability. We can thus predict that grabbers are more likely than FDI-investors to deplete
solls — overusing fertiliser for short-term boosts rather than engaging in labour-intensive soil
management — and more likely to overuse water resources than save water for the next season
or invest in water conservation technology. Even ignoring the short-term view of grabbers, we
assume that FDI is also going to increase pressure on water and land resources because they are hikely
to replace traditional farming technologies that may rely on rainfall, natural soal fertility and
basic implements with industrialised technologies that increase output by intensifying water
consumption, planting density, mechanisation, and so on. The difference between the two is that
grabbers are more likely to abuse their preferential access to water than FDI investors, since they
care more about short-term production. FDI investors have a greater contractual or informal
Incentive to manage water resources sustainably because they need to have good relanons with
neighbours in the short run and protect water resources and the environment in the long run.

We explore these propositions by examining data for rainfall vanabality, total actual renewable
water resources, current use of water resources and rural land tenure recogniton. We use this
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last vanable as a proxy for water nghts, under the asumption that weak land tenure 15 correlated with
weak water nights and/or controls on water use. We will discuss each vanable before introdu-
cing a weighted index value for *water vulnerability’ for each selling country based on these variables,
cach of which has been normalised to a value of 00 to 1, with 1 corresponding to higher pressure
on water resources. Our theory is that grabs will occur in water-vulnerable countries because
investors are not worried about long-term water availability; FDI, in contrast, will be targeted at
less vulnerable countries because water resources are necessary to long-run, sustainable deals.

For ramnfall vanabihty, we use standard deviation of ramnfall for the 40+ years between 1961
and 2002 given in FAQ CLIMPAG data. Higher vanability implies greater pressure on surface
and groundwater resources. For total actual renewable water resources (TARWR, m m*/ha/
year), we use FAQ Aquastat data from 2009.° We assume that areas with lower renewable
water resources per arable hectare will have — all things equal — more competition for water, a
higher likelihood of pressure on water resources, and negative environmental, economic and
social imphcations. The percentage of TAR W withdrawn, also from FAO Aquastat, indicates
existing pressures on TARWR from all uses. For rural land tenure recognition, we use data
from the Institutional Profiles Database (2009). These data describe a country’s population with
tormally recognised land nghts in rural areas on a 1-4 scale (the highest value 1n 55A 15 3, so
normalised values rise in steps of (1L.33).

We combined ecach of these varables using equal weights to create a basic index of water
vulnerability, as shown in Table 3.3.5. Note that this index provides only a rough guide to
vulnerability, since local conditions determine water resource availability.

Table 3.3.5 Index of water vulnerability

1961-2002 TARWR per Percentage of  Rural land Weighted
rainfall variability, arable ha, TARWR tenure average of
from O (Tow) to from O (high)  withdrawn, recogrition, 3 or 4 variables
1 (high) to 1 (Tow) from @ (low) from O (more (1 is worst)
to 1(high) local rights)
to 1 (fewer)
Sudan (-1.45) 0.23 1.00 1.00 0.33 0.64
Senegal (-0.42) 0.44 0.99 0.10 0.67 0.55
Sierra Leone (-0.60) 0.64 0.91 0.01 - 0.52
Mali (-0.28) 0.27 0.99 0.11 0.67 0.51
Migeria (-0.92) 0.33 0.99 0.06 0.67 0.51
Uganda (-0.68) 0.35 0.99 0.0 0.67 0.51
Madagascar (-0.54) 0.62 0.93 0.08 0.33 0.49
Tanzania (-0.27) 0.51 0.99 0.09 0.67 0.48
Angola (-1.29) 0.23 0.98 0.01 0.67 0.47
Benin (-0.18) 0.43 0.99 0.0 0.33 0.44
Mozambigue 0.44 0.97 0.0 0.33 0.44
(-0.24)
Zambia (-0.42) 0.43 0.98 0.03 0.33 0.44
Ethiopia (-1.00) 0.33 0.99 0.08 0.33 0.43
Mamibia (0.26) 0.35 0.99 0.03 0.33 0.42
Ghana (0.28) 0.57 0.99 0.03 0.00 0.40
Mauritania (-0.74) 0.18 0.98 0.24 0.00 0.35
Rep Congo (-1.14) 0.42 0.00 0.00 0.67 0.27

Source: Author caleulations,
Maote: Indexed “water vulnerability’ values (0 good, 1 bad) for selling countries, sorted from high to low; GG values in ().
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Table 3.3.5 indicates that Sudan has the highest water vulnerability. Land grabs, therefore, are
more likely to exert pressure on Sudan’s people and environment. Add Sudan’s low score on good
governance — or high score for corruption — and we can see how Sudan’s rulers may be signing
deals that not only short-change their people in the near term but also put their long-term survival
at nisk. At the opposite extreme are Namibia and Ghana, with a combination of higher GG and
lower vulnerability to water over-exploitation. *Grabs’ in Ghana and Namibia are more hikely to
be FDI that benefits local people in the long run. Countries with low water vulnerabality values,
such as Mauritama and the Republic of Congo, may suffer from land grabs due to corruption, but
those grabs will only cause long-term environmental damage if they achieve significant scale.

Note that all of these statements, like all of our data, are generalisations of potential trends on a
national scale; they may not reflect actual water conditions at deal locations. It 1s obviously possible
to have sustamable FDI in parts of Sudan where rulers care about the welfare of local people, as
well as unsustainable grabs in parts of Namibia where rulers are more interested in their personal
wealth than the welfare of their people (see Workman 2009). Even more important is to
recognise that these deals may be occurring in the least vulnerable countries within 55A. The
average water vulnerability index value 15 0.46 for our 17 countries with the most “grab” activity
but (.50 for the other 26 SSA countries with fewer (or zero) deals, indicating that deals are

occurring within a subset of countries that are shghtly less vulnerable to water scarcity.

A tempest in a teapot?

In this chapter, we have explored the connection between land grabs, governance and water
resources. Building on a theory of ‘kings and peasants” that clarifies the dominant role of rulers
with power over their people, this chapter describes how “kings’ — the rulers of countries tar-
geted for investment — determine whether deals are land grabs that exploit local people and
resources for short-term gain or FDI that generates sustainable wealth, We claim that land grabs
are more likely when both parties to the deal are corrupt and citizens with a weak voice cannot
hold rulers accountable for their actions.

To apply the theory, we calculated a good governance mdex combiming measures of cor-
ruption, citizen voice and ruler accountability for the countries most active in ‘land grabs’ in
sub-Saharan Africa. We found that 94% of the 95 deals involved selling countries with low
scores on good governance. Buyers, however, fell into two groups. Buyers with poor govern-
ance (e.g. Saudi Arabia) made deals with sellers that had lower governance scores while buyers
with higher governance scores (e.g. the United Kingdom) dealt with sellers that had relatively
higher governance scores. Although high governance buyers may be participating in grabs, they
may also be engaged in sustainable FDI. Countries with higher governance scores (such as the
UK) may avoid land grabs, but they cannot prevent countries with lower governance scores
acting as buyers in land grabs. What they can do, perhaps, is encourage selling countries to
increase the transparency with which they make deals, to make it easier for outsiders to see
whether these deals are detrimental grabs or beneficial FDIL

In a second step, this chapter analyses the water vulnerability of targeted countries based on rainfall
vamability, total actual renewable water resources, withdrawn water resources and rural land
tenure recognition. The assessment indicates that some targeted countries are indeed vulnerable
to unsustainable over-exploitation of water resources. Sudan stands out as the most valnerable
country among those we examined. Although it 15 difficult to generalise from national statistics
to the particulars of a local deal, Sudan’s combination of high corruption and low account-
ability, hagh water exploitation and weak land tenure means that its people may suffer from an
increase in agricultural investment that has been both predicted and encouraged for decades.
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These results — denved from the most recent, most complete set of ‘grab’ data — lead us to
question whether or not some of these deals are FDI instead of grabs. While it is clear that some
grabs have occurred in 55A — some deals have artracted a lot of attention and analysis — it is not
s0 clear that we know that much about all the other deals that are superhicially similar but may
be functionally different. Stepping back from GRAIN’s data, we have even greater concerns. If
land grabs are supposed to involve unprincipled and unsustainable exploitation of local com-
munities and natural resources, then why 15 1t that the 17 S5A countries most active in land
grabs have similar or better rankings on scales of governance and water resources when com-
pared to 26 other S5A countries that are not so active in grabs? Such a partern — acknowledging
the fact that no deals will occur in countries too corrupt to enforce any laws — is consistent with
investors making sustainable FDI deals, not grabs.

In 20 years, we will know whether these deals were grabs or FDI. We will know who got rich,
who got fed, who 1s stll in business and who 15 considered a leader — or a traitor — to his people.
However, 20 years 15 a long time to wait. Further research can help local and international
observers understand whether these deals are really grabs or just misclassified FIDI. This research
should concentrate on analysing case studies, evaluating local water conditions and water vul-
nerability, and tracing the financial, social and ecological impacts of deals in local commumties.

Motes

1 We thank rwo anonymous referees, Suzanne K. Larsen, Scott McKenzie, Anita Milman and Hans-Peter
Weikard for their helpful comments. All content — and etrors — are the responsibility of the authors.

2 The Tirana Declaration of 26 May 2011 defines ‘land grabs” using subjective criteria.

These statistics refer to “cross-referenced large-scale land acquisitions’ — a subset of toral land acquisi-

tions that is difficule to characterize owing to missing information. Cross-referenced deals in Africa

cover 34 million hecrares; ‘reported’ large-scale deals in Africa votal 134 million hectares — an area

roughly double the size of France (Anseeww et al. 2012).

4 Africa has 54 countnes. We exclude five North African and five small island countnes from our dis-
cussion. We treat Sudan and South Sudan as one country because their data are usually merged.

5 All data can be downloaded from heepe/ Aoysgorg/ pubs/ grabs xls.

6 Total Actual Fenewable Warer Reesources: the sum of internal renewable water resources and exrernal
actual renewable water resources, which corresponds to the maximum amount of water theoretically
available, We lack, unfortunately, data on groundwater stocks and Aows. Such daa would be very
important for evaluating sustainability, since it 15 impossible po use more than the annual Aow of a river
but easier to consume decades or centunes of aguifer recharge i 2 single year.
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