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Abstract 
The 2007-2008 food price crisis highlighted the fragility of the global food system and 

raised concerns about food security in many import-dependent countries. One of the 

emerging strategies for capital rich, but land-poor countries is to pursue large-scale land 

acquisitions that provide proprietary access to scarce resources. This paper introduces 

case studies in Europe, South-America and Africa to illustrate efforts around land 

policies that aim to take advantage of foreign direct investment in agricultural land. We 

have developed an agricultural investment scorecard to serve as a connecting point 

between investors and potential host countries. Investors may use this scorecard as a 

tool to assess the opportunities in a target country. Host countries can benefit from the 

scorecard as a self-evaluation mechanism that highlights strengths and areas for 

improvement in order to attract private capital for land investments. After using our 

scorecard to evaluate our case study countries we have identified some common 

patterns and general recommendations for policymakers in potential host countries. 

These include: (1) define a specific goal for land policy, (2) prioritize capacity building, 

(3) incentivize through well defined land rights and (4) value environmental assets. 
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Introduction 
There will be 9 billion people living on planet Earth by year 20501. It is expected 

that 3 billion more middle-class consumers are going to be present in the global 

economy by 20302. The resource implications of these two projections are clear: the 

world will need either more of everything, from raw materials to food, or there will need 

to be a fundamental shift on how we view the management of our precious resources, in 

order to meet the exponentially increasing demand. 

The 2007-2008 food price crisis drew attention to the possible fragility of the 

global agricultural system, which will 

only become an increasingly serious 

threat with the growing population and 

changing diet patterns. According to 

the World Bank, 44 million people 

have been driven into poverty by rising 

food prices in the second half of 2010 alone3. The exponentially increased demand, and 

therefore increased price, of vital resources will have more widespread consequences, 

because of the implied economic, social and environmental risks. It has become clear 

that the systemic resource challenge (food, water, energy) will be a key problem for 

decades to come and for our generation to manage. The $1.1 trillion spent annually on 

resource subsidies4 show the size and serious financial implications of the challenge.  

The main concern of this paper is the effect large scale-land acquisitions have on 

these resources, people and the environment. We are seeking to identify policy 

responses that could contribute to mitigating the harm and contribute to establishing a 

sustainable path for the future. We have selected five countries as small case studies to 

illustrate different situations, problems and solutions associated with these large-scale 

agricultural land acquisitions. 
                                            
1 United Nations. (2004). World Population to 2300. New York: United Nations Publication. 
2 McKinsey&Company. (2011). Resource Revolution: Meeting the world's energy, materials, food and water needs. 
London: McKinsey Sustainability & Resource Productivity Practice. 
3 In December 2010, the FAO food price index rose above its 2008 peak 
4 McKinsey&Company. (2011). Resource Revolution: Meeting the world's energy, materials, food and water needs. 
London: McKinsey Sustainability & Resource Productivity Practice. 

“You don’t have to be a reviving bull on commodities 

to believe that the era, which went from the 50’s, 60’s 

to 70’s and early 80s, of ever decreasing food prices 

in real terms has probably come to an end.” 

Paul Conway, vice chairman of Cargill 
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Why large scale land acquisitions? 
Two of the most essential elements of human life are food and water. Without 

fertile land and adequate water, there is no food. We choose our specific research topic 

for this reason: to address something crucial to every human being on the planet. 

The interest in farmland investments has significantly increased after the 2007-

2008 food price crisis5 as a strategy to ensure food security. This holds especially true 

for countries that are already heavily 

dependent on food imports, like some 

countries in the Middle East for 

example. Additional market forces are 

also contributing to the rising interest: increasing volatility on the commodity markets – 

that seems to be becoming the new normal – and speculation on agricultural land price 

increases being the two most important.  

Because of the scale and importance of the land-issue, there are many 

stakeholders who are directly involved. Actors include agro-enterprises in the agri-food 

industry, biofuels, extractive industries, private equity and other financial institutions, 

government-linked companies including sovereign funds, and individual entrepreneurs6. 

Because of the complex nature of land deals, these transactions and interactions will 

also involve governments, local communities, individuals and, of course, the 

environment. The outcome of these investments can be both positive and negative, so 

creating sensible policy to allow for sustainable development should be an important 

goal for host countries. 

Private investment in agriculture, as a complement to public expenditures in the 

sector, promises great potential to serve as an enhancement in poverty alleviation. In at 

least reasonably functioning markets, it encourages infrastructure development, 

                                            
5 The FAO Food Price Index clearly illustrates the spike in food prices, please see Figure 3 Annual Food Price 
Indices 
6 The World Bank, FAO and the UN. (2011, January 1). Knowledge Exchange for Responsible Agricultural 
Investment. Retrieved February 8, 2012, from Resonsible Agro Investment: 
http://www.responsibleagroinvestment.org/rai/node/256 

“Only when the last tree has died, and the last river 
has been poisoned, and the last fish has been 
caught, will we realize that we cannot eat money.” 

Native American proverb 
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technology transfer, employment generation and productivity increases7. It is important 

to mention, however, that where the institutional infrastructure is less than ideal and 

governance is weak, large-scale land investments have the potential to cause serious 

social- and environmental-harm. Risks include reduced food security, displacement of 

indigenous populations, lack of legal recognition of rights to land and associated 

resources, unfair compensation, lack of vision for development and the lack of 

monitoring/enforcement of investment performance among others. 

Despite the daunting nature of the “land-challenge,” it provides great 

opportunities and untapped potential. McKinsey identified 15 levers to improve resource 

productivity, 5 of which are directly related to land and agricultural production (these are: 

increasing yields on large-scale farms, reducing food waste, increasing yields on 

smallholder farms, reducing land degradation and improving irrigation techniques8). 

Getting a handle on the land-challenge is certainly not the end-all, be-all solution to our 

mounting resource problems, but certainly a good start for addressing the system as a 

whole. 

Objective 
By compiling and analyzing relevant case studies, we hope to suggest high-level 

strategic policy considerations for potential host countries that will promote a 

sustainable system for large-scale land acquisitions. Currently, most policy 

recommendations are intended to provide guidelines for investors, as opposed to host 

countries, and in most cases these are very general and focus on different issues in 

isolation, lacking integrative elements. The target audiences for our paper are countries 

that are trying to attract foreign investment, but do not have a clear vision for an 

attractive policy environment. This may be an audacious goal, but we do hope that this 

                                            
7 Food and Agricultural Organization (FAO). (2010). Agricultural Investment Funds for Developing Countries. Rome: 
FAO. 
8 The total global resource benefit of these opportunities is estimated to be $910 billion (Exhibit E4, 
McKinsey&Company, 2011) 
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paper will at least generate discussion around a systemic view of taking advantage of 

large-scale land acquisitions for sustainable growth. 

Methodology 
In order to illustrate the locally unique aspects of global large-scale acquisitions, 

we have selected five countries from different geographic areas of the world. We aimed 

to choose countries that: 

• Had interesting land-policies which could serve as lessons and best 

practices in other areas of the world, 

• Been successful in attracting foreign investment in the agricultural sector 

that translated into local gains, 

• Countries with large potential gains from private investment in their 

agricultural sector through land. 

 

The following countries were selected for further study: 

Ukraine: the country has been grappling with land-policy issues, particularly around 

ownership, since the collapse of the Soviet Union. The current land code, which has 

been in effect since 2002, “strictly prohibits foreign citizens, legal entities and 

governments from acquiring agro-industrial lands.9” The only way to acquire land-use 

rights is through leases, which range from 5 to 50 years. There are serious limitations 

even for Ukrainian nationals: until January 1st, 2015 the largest agricultural land plot that 

can be privately owned may not exceed 100 hectares. We will explore how, despite 

these unfavorable land policies Ukraine was able to generate positive momentum in its 

agricultural sector.  

 

Brazil: In the past 20 years, agricultural production in Brazil has undergone a 

tremendous improvement. Cultivating the cerrado, aggressive pursuit of private capital 

                                            
9 Nitsevych, A. (2005, February 3). Real estate in Ukraine (land issues). Retrieved February 22, 2012, from FiFo Ost: 
http://www.fifoost.org/ukraine/wirtschaft/real_estate.php 
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(both domestic and foreign) for agricultural investments and progressive sustainable 

land policies like ecological-economic zoning (EEZ) have all contributed to Brazil 

becoming an agricultural superpower.  

 
Peru: The country has been struggling with significant economic hardships in the 

second half of the 20th century. As one of the key pieces in turning the economy around, 

Peru decided to adapt a progressive land auction system for government-controlled 

farmland, in order to attract private investment. The program was a great success and 

the World Bank recognizes Peru as one of the best examples of applying land policies 

as a starting point for escaping poverty. 

 

Mozambique: One of the poorest, most food insecure countries in the world that was 

either occupied or war torn for most of the 20th century, settling into peace in 1992. 

Mozambique is a country with great potential, and willingness to take advantage of its 

natural resources. The two most important land-policies are the “1995 National Land 

Policy” and the “1997 Land Law.” The latter is especially important, since it takes into 

account customary land rights, and also attempts to create a land market through 

transferrable land use title deeds. 

 

Tanzania: Land reform in Tanzania came in 1999, with a new Land Act. A major 

strategic aim of this Act is to establish strong land rights and associated formal 

institutions – important prerequisites to develop a functioning land market and attract 

private investment. This new act established that all land belongs to the president of the 

country, but rights over the land may belong to citizens. The Land Act also has a zoning 

provision (for village land, reserved land and general land) and various levels of 

customary rights of occupancy.  

The Investment Scorecard 
We have developed an investment attractiveness evaluation framework that we 

will apply to each of our target countries. Developing such a scorecard serves two 

purposes:  
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(1) Identifying potential already-target countries, that may have already made 

progress on implementing successful policies;  

(2) Serve as a blueprint for countries that are looking to increase foreign 

investment, giving them the ability to assess their own attractiveness, which 

combined with our policy guidelines, will lead to the expected results. 

We hope that this scorecard will serve between the investors and the host countries as 

a transparent analytical tool for farmland investment evaluations. We developed this 

scorecard after reviewing documents about investor sentiment on farmland10 . We 

narrowed the scorecard to 5 critical components: political climate, land rights, labor 

market conditions, economic momentum, environment and land use possibilities. We 

linked of these variables to publicly accessible quantitative measures. Based on the 

country-specific evaluation of each of the measures, we have given a score zero (being 

the worst) to four (being the best), represented by Harvey-balls. The aim was to provide 

as objective scores as possible, and to be able to replicate the process for any investor 

or potential host country.  

Political climate 
Political stability is an absolute necessity in making any type of investment in a 

foreign country. As farmland investment opportunities are mainly in emerging 

economies, country-specific due-diligence is crucial before making the investment, 

especially given that in the majority of host-countries the government is the main 

negotiating partner in the land-acquisition process. A pro-business government can 

make the transfer processes much easier through favorable practices and policies. On 

the other hand, corruption and political instability can make any kind of business 

undertaking a nightmare. 

For evaluating the political climate, we used the “Corruption Perception Index.” 

Transparency International has been publishing the CPI every year since 1995. The 

Corruption Perception Index rates countries on how corrupt their public sector is 

                                            
10 FC Business Intelligence. (2011). Capturing Investment Opportunities in Agriculture: An Expert View. World 
Agriculture Investment Conference. London. 
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perceived to be11. The Index draws data from multiple independent sources and rate 

countries on a scale 0 (highly corrupt) to 10 (very clean). The ratings are largely based 

on public opinion surveys, because of the difficulty of measuring “absolute corruption,” 

since it is something consciously hidden.  

Land rights 
Property rights stand in the core of attracting any kind of private capital, may it be 

foreign or domestic. There are different legal ways to extract value from land 

investments. This can be in the form of outright ownership, occupation and/or use rights, 

leases, etc. The bottom line is that one must be able to defend the title to the land; 

without this condition, any investment carries unacceptable risk. 

We identified the “ease of doing business index12” published by the World Bank 

to be the most appropriate measure to apply here. Countries are ranked based on 10 

sub-indices, including “registering a property,” which is especially important to us. It 

should be noted, however, that other measures are also very relevant here (like starting 

a business, trading across borders, enforcing contracts, etc.) and we have looked at the 

aggregate rank for our scorecard. 

Labor market conditions 
A flexible labor market with educated managers is the most favorable for large-

scale farmland investments. This will ensure that there will be sufficient labor to work on 

the farms, as well as the managerial capability to sustain appropriate yields and 

facilitate growth. In order to appropriately evaluate the suitability of the labor market of a 

given country, we have looked at unemployment and average years of formal education 

for the adult population. 

Economic momentum 
To gain the most from a land-investment, public expenditures may play a large 

role. For example government sponsored infrastructure developments can create 

positive externalities for investors. For example better roads can speed transportation 

                                            
11 Transparency International. (2011, December 1). Corruption Perceptions Index 2011. Retrieved April 18, 2012, 
from Transparency International: The Global Coalition against Corruption: http://cpi.transparency.org/cpi2011/results 
12 The World Bank. (2011, June 1). Economy Rankings. Retrieved April 18, 2012, from Doing Business: Measuring 
Business Regulation: http://www.doingbusiness.org/rankings 
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and lower supply-chain costs; R&D partnerships with universities can spur innovation 

etc. We measured and gave economic momentum scores based on recent GDP growth 

and reviewing qualitative economist opinions. 

Environment 
Environmental considerations can be a very broad category, but even a quick 

and dirty assessment should include water availability and management, fertilizer 

management, soil conditions and erosion, deforestation etc. Valuing environmental 

assets is also becoming an increasingly important component for any country that is 

pursuing a sustainable growth path. 

The Environmental Performance Index, developed by Yale and Columbia13, is 

probably the most comprehensive country-level environmental policy evaluation 

program. The aggregate score is composed of two major categories: environmental 

health and ecosystem vitality. Environmental health is further broken down to three sub-

categories (air, environmental disease and water), whereas ecosystem vitality includes 

seven (agriculture, ecosystem effects of air, biodiversity and habitat, climate change, 

fisheries, forests, ecosystem effects of water). Each major and minor category is given a 

score, a trend score and a rank. The scores and trend scores are on a 0 to 100 scale.14 

We used a combination of the trend scores (declining vs. improving) and the current 

scores (higher performance vs. lower performance) to place our countries into 

quadrants and score them accordingly. 

Land use possibilities 
Agricultural potential is also an obvious criterion when making the decision to 

invest in farmland. For resource seeking investments the ability to grow food security 

focused crops are the most ideal, which include wheat, rice, maize and soy. Evaluating 

agricultural potential is far from a trivial task, given the many variables that play 

important roles (topography, climate, soil fertility, etc.). The best qualitative measure that 

we have found evaluates countries based on their potential land availability and 
                                            
13 The following institutions played key roles in developing this index: Yale Center for Environmental Law and Policy, 
Columbia Center for International Earth Science Information Network, World Economic Forum and the Joint Research 
Centre of the European Commission 
14 Yale University. (2012, February 1). EPI Methodology: Indicators. Retrieved April 18, 2012, from Environmental 
Performance Index: http://www.epi.yale.edu/epi2012/methodology 
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potential for increasing yields and divides them into four types: (1) little land for 

expansion, low yield gap; (2) suitable land available, low yield gap; (3) little land 

available, high yield gap; (4) suitable land available, high yield gap.15 

 

We will use this investment scorecard framework to score each variable and evaluate 

the attractiveness of each of the countries we have selected for further study. 

  

                                            
15 pg. xxxvi in The World Bank. (2011). Rising Global Interest in Farmland. Washington, DC: The World Bank. 
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Literature Review 
It would be unwise to evaluate large-scale land acquisitions in isolation. Land 

transfers directly affect food-supply, which is closely tied to water issues, which have 

environmental implications that will, needless to say, affect the local communities. 

Behind all this is the obvious exchange of wealth and policy interactions, among 

numerous other issues. There have been studies that have attempted to model the 

system in its entire complexity, most notably the authors of The Limits to Growth. Their 

model has included: the food system, dealing with agriculture and food production, the 

industrial system, the population system, the non-renewable resources system and the 

pollution system16. Limits to Growth suggested that resource and pollution problems 

would occur because the world is physically finite – and very much so, considering the 

human resource and ecological footprint in the 21st century. The study predicted that 

the problems would start regionally, and gradually embrace the world – unless 

corrective action was taken immediately17. Even though this research has received both 

strong support and serious criticism, we believe that the basic premise of exploring 

important interdependencies is a key prerequisite in order to provide sound policy 

recommendations. We consider the systemic thinking of Limits to Growth as an 

extremely important intellectual framework for our policy-strategy recommendations. It is 

beyond the scope of this paper to build, execute and evaluate such a complicated 

model, and for the sake of manageability, we have focused our research around how 

land-policies, partially created in response to large-scale land acquisitions, fit into a 

systemic view of resources. 

Money 
It is estimated that developing countries will need an $83 billion/year investment 

in their agricultural sectors in order to provide enough food for 9 billion people by 2050. 

                                            
16 Meadows, D., Randers, J., & Meadows, D. (2004). Limits to Growth: The 30 Year Update. Chelsea Green 
Publishing Company. 
17 Randers, J. (2010). What was the message of the Limits to Growth? Norwegian School of Management. Zurich: 
Club of Rome. 
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Sub-Saharan Africa alone will need approximately $11 billion/year18. Public investments 

alone will not cover this need, but can play an important facilitating role.  

Many interest groups look at private agricultural investments and large-scale 

agricultural land acquisitions as a certain bad phenomenon. This is based on the profit 

motive of private investments and the notion of differing timelines between investors and 

host countries. For example, the average lifespan of a private-equity fund is 10 years, 

whereas a medium term land-lease in Ukraine is up to 25 years. It is important to note 

that from an agricultural system- or infrastructure-development viewpoint, especially 

when the existing assets are severely underdeveloped like in the case of many third 

world countries, a 10-year timeframe is very short. Another main concern revolves 

around transparency. Many of these large institutional investors are private companies, 

and are not subject to public disclosure. This makes monitoring the scope, scale and 

performance of these investments much more challenging and requires proactive 

policies by the host country. 

Assuming that all large-

scale land acquisitions are 

unequivocally bad, however, is a 

myopic view. One of the main 

barriers to a more productive 

agricultural system in developing 

economies has been the lack of private investment in the agri-sector19. It is very true, 

however, these investments need to be properly managed and certain guidelines need 

to be set in order to avoid predatory and/or malicious practices. Many NGOs realize 

that, and are looking to develop a system where win-win outcomes are possible. 

As mentioned earlier, there are multiple guidelines for investors for responsible 

investing, but these are primarily voluntary codes of conduct as opposed to hard rules 

and regulations. One of the most comprehensive frameworks that was created 
                                            
18 Food and Agricultural Organization (FAO). (2010). Agricultural Investment Funds for Developing Countries. Rome: 
FAO. 
19 Hallam, D. (2009). Foreign Investment in Developing Country Agriculture - Issues, Policy Implications and 
International Response. Promoting Responsible International Investment in Agriculture. Paris. 

“I am very optimistic about farmland. There are 
staggering amounts of untouched potential farmland in 
Brazil, the Ukraine and parts of Eastern Europe. And in 
some parts of Africa… oh my God, you sit by the road, 
plant something and it will start growing. Farmland in 
Africa offers untold wealth.” 

Jim Rogers, co-founder of the Quantum Fund 
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specifically for agricultural investments has been a joint effort among the World Bank, 

FAO, UNCTAD, and IFAD. The resulting 7 principles are shared on the Knowledge 

Exchange Platform for Responsible Agro-Investment (RAI)20, and propose the following: 

 

Agricultural investments, specifically in farmlands, are an attractive asset class to 

investors for the following reasons: 

• Farmland is an intrinsically useful thing and a tangible real asset 

• Inflation proof 

• Underinvested 

• Strong income component from food production, serving as a dividend of sort 

• Diversification purposes, as farmland has low correlation to other asset classes 

 

                                            
20 The World Bank, FAO, UNCTAD, IFAD. (2011, January 1). Knowledge Exchange for Responsible Agricultural 
Investment. Retrieved February 8, 2012, from Resonsible Agro Investment: 
http://www.responsibleagroinvestment.org/rai/node/256 

PRINCIPLES FOR RESPONSIBLE AGRICULTURAL INVESTMENT 
 
RESPECTING LAND AND RESOURCE RIGHTS 
Principle 1: Existing rights to land and associated natural resources are recognized and respected. 
 
ENSURING FOOD SECURITY 
Principle 2: Investments do not jeopardize food security but rather strengthen it. 
 
ENSURING TRANSPARENCY, GOOD GOVERNANCE, AND A PROPER ENABLING ENVIRONMENT 
Principle 3: Processes for accessing land and other resources and then making associated investments are 
transparent, monitored, and ensure accountability by all stakeholders, within a proper business, legal, and 
regulatory environment. 
 
CONSULTATION AND PARTICIPATION 
Principle 4: All those materially affected are consulted, and agreements from consultations are recorded and 
enforced. 
 
RESPONSIBLE AGRO-ENTERPRISE INVESTING 
Principle 5: Investors ensure that projects respect the rule of law, reflect industry best practice, are viable 
economically, and result in durable shared value. 
 
SOCIAL SUSTAINABILITY 
Principle 6: Investments generate desirable social and distributional impacts and do not increase vulnerability 
 
ENVIRONMENTAL SUSTAINABILITY 
Principle 7: Environmental impacts due to a project are quantified and measures taken to encourage sustainable 
resource use while minimizing the risk/magnitude of negative impacts and mitigating them. 
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Middle Eastern countries have shown the largest interest in farmland investments. 

This is not surprising, as these nations are cash rich and land poor. Saudi-Arabia is on 

the forefront on investing in agricultural production and land acquisitions abroad. The 

country has set up an $800m agricultural investment company, called the Saudi 

Company for Agricultural Investment and Animal Production. This fund will partner with 

private companies to establish bi- and multi-lateral agricultural trade agreements, “in 

terms of privileges and exemptions from investment restrictions, custom tariffs, taxes, 

import and export curbs.21” The stated strategic objective of this fund is to: “achieve food 

security by guaranteeing food supply for Saudi Arabia and building up strategic stock 

reserve levels to avoid future food crises by providing incentives to Saudi companies 

and individuals to invest in foreign countries that have comparative advantage in 

agricultural production.22” Saudi Arabia identified 16 key target countries23 based on 

similar criteria listed above. Many potential host countries are wary of such investments, 

even though there is a high upside. The financial benefits of these land acquisitions to 

host countries are mainly indirect. Land rents are set to minimal or no-profit amounts, 

and with the tax-concessions given to foreign direct investments, there are often no hard 

money flowing to the government. From a strategic viewpoint, however, these 

investments may provide numerous developmental benefits like infrastructural 

developments, employment creation and technology transfer24.  

Environment 
Environmental concerns around economic growth have been a focus since the 

Report of the Brundtland Commission. It was not only about the notion of sustainable 

development, but the practical realization that the environment is the great connector 

between many, on the surface separate, issues. As humanity has been becoming more 

                                            
21 Sambidge, A. (2009, April 14). Arabian Business. Retrieved February 16, 2012, from Saudi sets up $800m food 
investment firm: http://www.arabianbusiness.com/saudi-sets-up-800m-food-investment-firm-13693.html 
22 Farmlandgrab.org. (2011, August 30). Saudi foreign agriculture investment plans: Opportunities for increased 
trade, assistance, and jobs. Retrieved February 16, 2012, from Food Crisis and the Global Land Grab: 
http://farmlandgrab.org/post/view/19160 
23 Argentina, Brazil, Cambodia, Canada, Ethiopia, Indonesia, Kazakhstan, Mali, the Philippines, Senegal, Sudan, 
Tanzania, Turkey, Ukraine, the U.S., and Vietnam 
24 Hallam, D. (2009). Foreign Investment in Developing Country Agriculture - Issues, Policy Implications and 
International Response. Promoting Responsible International Investment in Agriculture. Paris. 
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and more aware of the intricacies of interdependence with our natural surroundings and 

its limits, a conscious shift has been happening in how we design our economic policies 

and growth plans. Supply shocks and inter-resource price cascades are some of the 

painful reminders that in today’s economic reality, everything is connected. 

Resource consumption is at the core of environmental degradation. Food and 

water are the most obvious ones, since we cannot live without them, but these are just 

symptoms of a larger resource problem. For example: rainfalls patterns and changes in 

water intensity can impact the amount of hydropower supplied or the capacity of water-

intensive energy extractions25. Taking a systemic look at our resource consumption 

patterns and lowering the environmental impact per unit of GDP is becoming more 

important than ever, and crafting appropriate land policies can be one of the most basic 

and effective tools policymakers can apply. 

Food 
The most obvious limit to food production is land. Even though agricultural soils 

are renewable, soil erosion and salinization are ways that can degrade or even 

completely destroy the quality of farmland. Higher yields can compensate for this loss, 

but it is unreasonable to assume that agricultural yields will grow forever. Between 1950 

and 1990, world grain yields per hectare have been growing on average 2.23% 

annually. After 1990 to present day, the average yield growth has been 1.29%26. This 

may be an alarming trend, given that the grain production area per person has been 

steadily decreasing (see Figure 4 World Grain Area per Person). Also, world grain 

production per person peaked in 1984 and has been trending down slowly – except a 

recent spike in response to the food price crisis (see Figure 5 World Grain Production 

per Person). In addition, the changing dietary trends are expected to significantly 

contribute to cereal demand. With the expected rise in meat consumption from 37.4 

kg/person/year in 2000 to over 52 kg/person/year by 2050, it is unclear how this 

expected large increase in non-human cereal demand for feedstock will affect a large 

                                            
25 McKinsey&Company. (2011). Resource Revolution: Meeting the world's energy, materials, food and water needs. 
London: McKinsey Sustainability & Resource Productivity Practice. 
26 Authors’ analysis. The standard deviations are 3.58% and 3.15% respectively. 
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fraction of the world’s population, where a much larger portion of total income is spent 

on basic dietary needs27. 

Given this information, we can see how food security and access to fertile land 

may be more important than ever for all countries. Foreign land acquisitions have 

always existed. The main difference between the trends observed today and in the past, 

is that farmland purchases are “resource-seeking” rather than “market-seeking.” They 

involve direct land-acquisitions as opposed to looser joint ventures, and produce staple 

foods for exporting back to the home country, as opposed to producing for global 

commercial export28. 

Water 
The most essential commodity in the world is water. Despite the critical 

importance of it, water is taken for 

granted, and the looming water 

scarcity of today is largely 

neglected and remains invisible. 

According to the World Economic 

Forum, 1.1 billion people live 

without clean drinking water and 

1.8 million people die every year from inadequate sanitation29. Fifty years ago water was 

assumed to be an infinite resource, but today a well-established definition, based on the 

available annual renewable freshwater resources, is used to measure water stress.  

 It is important to realize, especially in the context of this paper, that land 

investment is water investment. Even though it is not explicitly mentioned in land 

agreements, just assumed to be included, it is still one of the most critical inputs to food 

production (besides land and fertilizer). Proper management of this renewable input is 

often overlooked. Today, unsustainable over-pumping of aquifers already waters one-

                                            
27 UNEP. (2009). The Environmental Food Crisis: The Environment's Role in Averting Future Food Crises. UNEP. 
28 Hallam, D. (2009). Foreign Investment in Developing Country Agriculture - Issues, Policy Implications and 
International Response. Promoting Responsible International Investment in Agriculture. Paris. 
29 Sanghera, R. (2011, March 27). Wake up to the world’s water scarcity woes. Retrieved February 20, 2012, from 
Financial Times: http://www.ft.com/intl/cms/s/0/89afcf5e-5859-11e0-9b8a-00144feab49a.html#axzz1mw3yYQ17 

Water Shortage Thresholds Defined1 
Available water resources m3/person/year 

Moderate 1000-1700 
Chronic <1000 
 High 500-1000 
 Extreme <500 
Additional Note: When withdrawals are greater than 20% of 
total renewable resources, water stress often is a limiting 
factor on development; withdrawals of 40% or more 
represents high stress 



 20 

tenth of India’s grain. National groundwater overdrafts exceed 25% in China and 56% in 

India30. 

Since governments rarely price water at its true cost, especially to its own 

citizens, there is no real incentive to change exploiting consumption habits. Much like in 

the case of energy or agriculture, removing water subsidies should be one of the 

important demand side policies to be implemented. As any price change, it should elicit 

an effective and immediate resource conscious behavior-altering response. On the 

supply side, bioengineers are working hard to squeeze out “more crop per drop.” 

Energy 
Similarly to water, we are not paying the true cost of our energy use, partly 

because of the enormous energy subsidies (many countries commit 5% or more of their 

GDP to these subsidies31) and partly because of the unpriced negative externalities on 

the environment. Governments need to consider unwinding these price subsidies to 

start nudging the market towards economic reality and encourage a more sustainable 

use of these resources at their true costs. 

Energy and water are interconnected: water is used in almost all forms of energy 

production (from steam turbines to biofuels) and energy is used to gain access to water 

and treat wastewater32. Further, with the increasing demand for biofuels, mandated in 

many countries by law, we can expect a demand increase for land that has the ability to 

grow these energy crops. What a lot of policymakers forgot to think through is the water 

question. For example: to produce 1 MMBtu of energy from corn-ethanol, 29,000 

gallons of water will be used. To produce the same amount of energy from traditional oil, 

it only requires 2 gallons of water33. We can see that countries with progressive biofuel 

mandates will most likely seek out land- and water-abundant countries to meet their own 

demand at the most cost effective way. The majority of countries that fit these resource 

                                            
30 The World Economic Forum Water Initiative. (2011). Water Security: The Water-Food-Energy-Climate Nexus. 
London: Island Press. 
31 McKinsey&Company. (2011). Resource Revolution: Meeting the world's energy, materials, food and water needs. 
London: McKinsey Sustainability & Resource Productivity Practice. 
32 The World Economic Forum Water Initiative. (2011). Water Security: The Water-Food-Energy-Climate Nexus. 
London: Island Press. 
33 Ibid 
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requirements are in the developing world, many of which are struggling with their food- 

and water-security. The right policy environment will ensure that investor countries 

benefit from these underutilized land resources, while also helping host countries 

modernize their agriculture and improve their overall economic conditions. 

Climate 
The Intergovernmental Panel on Climate Change estimates that in order to have 

a reasonable probability of keeping the average temperature increase below 2°C, CO2 

equivalent levels cannot exceed 450ppm. To achieve this goal, improved cropland and 

pastureland strategies, stopping deforestation while increasing afforestation and shifting 

to sustainable biofuel production will be imperative34. All these efforts are closely 

connected to land and water policy. Other public policy responses that will be critical in 

dealing with the climate crisis will aim to capture the true cost of economic activities 

through carbon pricing and other market based measures.  

  

                                            
34 McKinsey&Company. (2011). Resource Revolution: Meeting the world's energy, materials, food and water needs. 
London: McKinsey Sustainability & Resource Productivity Practice. 
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Country Case Studies 
In this section of the paper we will be looking at five different countries as case 

studies for land-policy. We aim to analyze their different approaches to land-tenure and 

will attempt to synthesize best practices and strategic recommendations. 

Europe: Lessons from the old continent 
After the Soviets occupied Eastern Europe at the conclusion of World War II, 

most countries were forced to adopt a new set of land policies (most notably: Ukraine, 

East Germany, Poland, Hungary and Romania). The model was based on the Soviet 

“kolkhoz” and “sovkhoz” system. These were basically agricultural production 

cooperatives, where the land belonged to the state. With the dissolution of the Soviet 

Union in 1991, countries started the shift to market economies, and the communal 

farming model has slowly started to disappear. After 21 years of working on the 

transition to a fully functioning land market, there are many lessons to be learned that 

we believe can be applied outside of Europe. 

Ukraine: Agricultural Development in a Transition Economy 
Ukraine: Farmland Investment Scorecard 

 Score Related Benchmark Note 
Political 
Climate 

1 CPI Score: 2.3 
Regional Rank: 16/19 
Global Rank: 152/183 

• Corruption and “Soviet mentality” 

Land Rights 1 Global EDB Rank: 152/183 
Registering Property: 166/183 

• Land moratorium 
• Able to invest through Ukrainian companies 

Labor Market 
Conditions 

3 Mean years of education: 11.3 
Unemployment: 8.5% 

• Educated work-force 
• Some inequality tensions 

Economic 
Momentum 

3 2011 GDP Growth: 4.7% 
Global Rank: 80/185 
Average GDP growth (10 years): 4.97% 

• European sovereign debt crisis currently 
• Heavy FOREX debt 

Environment 2 Overall: Lower Performance, Improving 
Agriculture: Higher Performance, Declining 

• Participant in “Environment for Europe” 
• Some traction of organic farming 
• No programs to restore soil fertility are in place 
• Lack of political capacity to implement 

environmental programs 
Land Use 
Possibilities 

4 Type 4 • Highly fertile “chernozem” (black soil) 
• Climate allows for diverse crops 

 

Looking at our investment scorecard, we can see right away that the policy 

environment in Ukraine is anything but favorable. Extreme corruption, a land moratorium 

and some of the most fertile lands in the world make Ukraine a very interesting place. 
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Ukraine’s agricultural land resource endowment is making the country too good to 

ignore. The educated labor force and good economic momentum are all on Ukraine’s 

side as well, but there is plenty of work to do in the policy realm, if the country wants to 

take advantage of its precious natural resources. 

Ukraine’s agricultural sector had to go through a transformational shift after the 

collapse of the Soviet Union, which did not come without a price. Output has dropped 

~50% in the 1990s and only began to 

recover in the next decade with a 3.3% 

annual output growth rate (crop 

production was growing at 5.1% 

annually, whereas animal production 

at 1.7%) 35 . Despite the growing positive momentum, Ukraine still has untapped 

potential, as the average productivity per worker is ~65% below regional averages36. 

It should be noted that Ukraine is already an agricultural superpower (see export 

and production rankings table), so 

further enhancing land policies may 

have a positive local as well as global 

effect. We seek to explore how 

Ukraine was able to start generating 

positive momentum in a changing 

policy environment and how it affected 

investments in agricultural land and the environment. Investor sentiment tells us that 

farmland investments in Ukraine are “as tough as it gets,” but with shorter-term (5-10 

years) lease rights costing around $150-$350 land is significantly undervalued37  − 

similar quality land in Brazil sells for $4000-$8000/ha. The undervaluation seems to 

come from the difficulty of getting operations set up properly because of remarkable red 

tape and corruption.  

                                            
35 BG Capital. (2010). Ukrainian Agriculture: Farming Fortune. BG Capital. 
36 Calculation based on Figure 7 Country Profiles and Figure 8 Selected Regional Information 
37 Knight Frank and Citi Private Bank. (2011). The Wealth Report 2011. London: Think Publishing. 

Ukraine Global Agribusiness Rankings1 
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The Policy Landscape 
After the collapse of the Soviet Union, Ukrainian farms were organized into 

“collective agricultural enterprises” (CAE) by transferring state ownership into collective 

ownership. This was essentially only a name change from the kolkhoz structure. The 

CAE organizational form dominated the agricultural sector until 1999, when the second 

wave of land reforms started. Up until this point, agricultural output has been steadily 

falling, as depicted by the graph above.  

After a new presidential 

decree in 1999, landownership was 

formalized from paper certificates 

into demarcated and titled physical 

plots. This policy change greatly 

helped the emergence of individual 

(as opposed to collective) farms. 

With this shift, individual farmers became less dependent on the collective farm, and the 

secure land rights provided them with positive incentives – agricultural productivity per 

worker almost doubled in the past decade. These emerging small-scale farms (between 

10-100ha) became the engine of Ukrainian agricultural growth. 

On the other hand, corporate farming has been lagging behind in the mixed 

policy-environment. Agricultural companies cannot own their own land, because of the 

land-moratorium that has been in effect since 2002. On the surface this may seem as a 

disadvantage, but may provide hidden positive benefits to the companies by keeping 

expansion costs and demand artificially low. The tax system can also benefit large and 

profitable companies by providing indirect tax subsidies. This is especially true for 

companies where more than 75% of the revenue comes from agricultural activity (in this 

case the company’s VAT is exempt) and producers who generate more than ~$8.5/ha 

before tax profit (in which case a Fixed Agricultural Tax is paid based on the size of the 

leased land). Understandably, these tax-policies are in place to encourage the spread of 

large-scale farming, but combined with the land moratorium, the two act as opposite 

forces, which may be hindering the full agricultural potential of the country. Today, the 
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30 largest agricultural firms control less than 10% of the available arable land38, so the 

precautionary measures against industrialized agriculture and the worry about them 

taking over the currently dominant small-scale farms is most likely unfounded. 

Other policy instruments include output payments and input subsidies for 

protected sectors (mainly livestock and sugar), minimum purchase prices, tax 

concessions, and subsidized loans. Ukraine has also used more drastic policy 

measures, like export quotas/export bans, in order to keep the spiking food prices in 

check during the 2007-2008 food crisis. Exports have significantly declined since these 

quotas were introduced39, and Ukraine has been considering lifting them because their 

negative effect. 

Environmental Considerations: Harmonizing Land Tenure and the Environment 
The agricultural sector has significant contributions to environmental 

degradation40 in Ukraine, with the estimated share being 35-40% of total harm41. The 

most prominent ones are land degradation and soil erosion (including inadequate 

nutrient management), water management and illegal logging.  

Ukraine’s highest priority in its environmental protection efforts should be water. 

Agricultural policies have great effect on water bodies due to: nutrient runoff, improper 

fertilizer application and inadequate manure management. Because of the two main 

rivers of Ukraine (the Dnieper and the Danube) both flow into the Black Sea, this should 

be of international concern as well. A promising trend is the adoption of drip irrigation, 

where fertilizer is added to the drip lines resulting in more precise application of both 

water and fertilizer products. This method is only applied to high value crops as of right 

now, but has to potential to be implemented on a large scale. 

The lack of awareness by the general public about environmental issues and 

priority placed on economic development above all may deepen the environmental harm 

caused by agriculture. Because of Ukraine’s natural advantages, land productivity is 
                                            
38 BG Capital. (2010). Ukrainian Agriculture: Farming Fortune. BG Capital. 
39 Please see Figure 11 Wheat Production and Exports in Ukraine 
40 We are not going to mention problems related to Chernobyl in this paper, since it is a very idiosyncratic event and 
would not contribute significantly to the goal of this paper 
41 The World Bank. (2007). Integrating Environment into Agriculture and Forestry Progress and Prospects in Eastern 
Europe and Central Asia.  
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constantly pushed to the limit: poorly managed irrigation and cultivation without fallow 

periods continue to degrade the soil. Policy responses have been lacking, and there are 

no comprehensive programs in place for soil-, water- or nutrient-management. There 

have been half-enthusiastic reports and white papers to promote sustainability, but 

these only paid lip service to the “creation of highly productive and ecologically resistant 

agricultural landscapes.42”  

The previously discussed land tenure rights may also contribute to the 

underinvestment in protective measures, because of the time limit on the leases on 

larger parcels of lands. One effort by 

the Sokolovsky Soil Research Institute 

in Karkhiv, however, is trying to 

address this problem through a 

research study, where owners of privatized plots of lands are required to maintain the 

quality of the soil and under continuous monitoring by the Institute. 

Some other encouraging factors include the rise (however slow) of organic farms, 

with the partnership help of Switzerland. This trend has yet to reach industrial scales, 

and the market for these products is very small. Also, a recent veto by the Ukrainian 

Prime Minister of the law “Organic Certification and Market Development” can become a 

setback for the industry. 

On-the-Ground Experience: Local Nuances 
Anticipating rising food prices in 2007, Morgan Stanley (MS), one of the largest 

investment banks in the United States, decided to try its luck in the Ukrainian farm 

business43. Needless to say that an institution such size, influence and sophistication 

appear to have all the necessary components to make an investment successful. In 

order to gain direct exposure to Ukrainian farmlands, MS acquired Enselco Ltd., a 

company that had control over 31,000 hectares of arable land. To maximize the value of 

the investment, the company brought in satellite guided John Deere tractors and high-

                                            
42 National Report on Harmonization of Society’s Activity in Natural Environment 
43 The original story appeared in Bloomberg Markets Magazine: Morgan bet farm in Ukraine before bailout, Oct 5, 
2011 

“When formal title is not there to provide security of 
tenure, planning horizons are shorter and so the 
incentives to protect land, water and forest are 
missing.” 

Hernando de Soto 
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tech grain bags. Problems started popping up right away. The old Soviet-mentality ran 

deep; corrupt local officials, administrative burdens and equipment disappearing were 

some of the major headaches. The final straw was when harvested crop started 

disappearing. Morgan-Stanley sold off the investment with $30 million in the hole. 

This short anecdote illustrates the fallacy of thinking about farmland investments 

as a “no-brainer” asset class. Many times investors from developed countries (U.S., 

Japan, etc.) are naïve when evaluating physical investments in developing countries, 

and do not think about some important local “customs.” In the case of Ukraine some 

people look at a job not as an opportunity to earn a wage, but an opportunity to steal 

something valuable. The remnants of the socialist work ethic can haunt any investment. 

What looks good on paper may not result in profits when the till meets the soil.  

Farmland investments, like any direct investment into a fairly illiquid physical 

asset, are especially complicated because of the many variables and stakeholders 

involved. Deep knowledge and local expertise are vital to make these investments work 

and even then, success is not guaranteed. For example Kernel Holdings, the largest 

bulk oil producer in Ukraine that leases 210,000 hectares of farmland, is a company 

incorporated in Luxemburg, trades on Warsaw Stock Exchange and operates in 

Ukraine, led by a Ukrainian CEO who has been in the agricultural finance industry since 

he was 20 years old. 

Takeaways 
Land moratoriums with lease options on large-scale land acquisitions may seem 

like an easy way to protect precious land resources while still encouraging private 

investment. This policy may have an environmentally harmful effect, as we can see by 

the increasing land degradation in Ukraine. The time limit on the lease option gives the 

investor the incentive to maximize profits the short term, causing underinvestment in 

sustainable agricultural methods that are potentially less profitable given the time limit. 

Long-term, formalized ownership would incentivize owners to invest physical and 

human capital into improving their land, because they feel that the property is under 

their total legal control. 
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The emerging trend of drip irrigation may have a very important place in the 

future, as Ukraine will play a key strategic role in meeting the European biofuel demand 

with its massive corn and oilseed production. Drip irrigation may not only help with 

creating a more sustainable agricultural system, but also assist producers with 

becoming more profitable. Combining already existing pilot projects, like the one by the 

Sokolosvky Institute, can serve as a platform for implementing large-scale sustainable 

agricultural methods. 
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Latin America: The agricultural giant with remaining potential 
Latin America has been and remains one of the most promising geographic 

areas for farmland and agri-business investors. There is plenty of land and water 

available with a favorable climate, and as far as emerging economies go, this region of 

the world is considered one of the safest and least controversial, with a fairly stable 

political outlook. Markets are also better developed, so investors are not tied to investing 

strictly in land, but all along the supply chain44. This is great news for investors, because 

they reap the benefits not only if the price of the commodity rises, but also from land 

value increases, creating a “hot-market” for the Latin-American region. 

Brazil: The Importance of Zoning Policies for Continued Sustainable Growth 

 
Despite being an agri-superpower, Brazil still has tremendous untapped potential, 

making it a very attractive target for large-scale land acquisitions. Over the years, many 

investors came to Brazil, and they have largely taken advantage of the opportunities for 

cropland expansion (and in turn enhanced crop yields), however, there is still suitable 

land available for future investments. As a tried and true location, there is plenty of local 

expertise to navigate through the current regulatory environment, even given some 

                                            
44 Schwartz-Driver, S. (2012, January 3). Investment & Pensions Europe. Retrieved February 15, 2012, from Latin 
America: The fat of the land: http://farmlandgrab.org/post/view/19838 

Brazil: Farmland Investment Scorecard 
 Score Related Benchmark Note 
Political 
Climate 

3 CPI Score: 3.8 
Regional Rank: 13/32 
Global Rank: 73/183 

• A political and economic leader in Latin-America 

Land Rights 2 Global EDB Rank: 126/183 
Registering Property: 114/183 

• Feasible to own land through local presence 

Labor Market 
Conditions 

2 Mean years of education: 7.2 
Unemployment: 5.7% 

• Huge labor force with adequate education 

Economic 
Momentum 

2 2011 GDP Growth: 2.8% 
Global Rank: 115/185 
Average GDP growth (10 years): 3.62% 

• Brazil is one of the main FDI target economies 
• Large infrastructure investments 

Environment 3 Overall: Higher Performance, Improving 
Agriculture:  Higher Performance, Declining 
 

• Cerrado is a “biodiversity hotspot,” requiring 
additional protection  

• Brazil has been focusing on no-till farming, 
reducing erosion 

• Cerrado required no population relocation 
• Ecological Economic Zoning 

Land Use 
Possibilities 

2 Type 2 • Extremely favorable climate and topography with 
several different biomes 
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recent changes, the most important requiring majority Brazilian ownership in land 

investments. Economic momentum has been slowing in recent years, but there are 

opportunities in niche markets, especially with the recent emergence of strict 

environmental regulation. The direct intent of these regulations is to turn around the 

declining environmental performance of the Brazilian agricultural sector (as indicated by 

our scorecard). Savvy investors, however, can turn this into an advantage, which is 

exactly the positive externality such regulation is designed to elicit. 

Brazil’s agricultural transformation came about after the 1970s, by transforming 

the previously uncultivated “cerrado,” a 

savannah like region, into a new frontier 

of arable land, by changing the acidity of 

the soil. This has given a significant boost 

to agricultural production, transforming 

Brazil to the agri-superpower of today: 58% of total soy production and 25% of all grain 

come from this savannah-like region of the country. 45 Brazil’s natural competitive 

advantages have given way to the quick emergence of the country in the agricultural 

markets. These include46: favorable climate allows two harvests per year, abundant 

water resources make irrigation accessible and large areas of uncultivated arable land. 

The recent emergence and spread of biofuel mandates47 coupled with increasing 

sugar prices48 put Brazil in a very desirable position. The number one sugar producer 

already processes half of its sugar-cane production into ethanol49, so the infrastructure 

is already well established. Sugar cane land prices around Sao Paolo can cost up to 

$24,000/ha and are showing an upward trend. This has not been slowing the interest in 

land-investments, as there are ~1.5 million hectares worth of land deals have been 

                                            
45 Conservation International. Biodiversity Hotspots. Retrieved February 8, 2012, from Cerrado: 
http://www.biodiversityhotspots.org/xp/hotspots/cerrado/pages/impacts.aspx 
46 The Economist Intelligence Unit. (2010). The Global Power of Brazilian Agribusiness. London: Economist 
Intelligence Unit Limited. 
47 Brazil: 18-20% ethanol content of fuel (currently), USA: 9.21% (2012), EU: 10% (2020, but 30% of the target would 
be met by electric cars or trains 
48 Please see Figure 6 Historical Sugar Prices 
49 The World Bank. (2011). Rising Global Interest in Farmland. Washington, DC: The World Bank. 

Brazil’s Global Agribusiness Rankings1 
 Export Production 

Sugar #1 #1 
Coffee #1 #1 
Poultry #1 #2 
Soybean #2 #2 
Maize #2 #3 
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completed recently or in process right now50. Recent law forbids foreigners to own land 

in Brazil, but allow them to have 49% ownership stake as long as a Brazilian firm holds 

the rest. This often has been the preferred strategy anyway, even before the regulation, 

since generating rents through direct investment in farmland is not a trivial business 

undertaking, and requires significant local expertise (as we have seen in the Ukrainian 

case-study); in reality partnerships fit agricultural investments much better, given some 

institutional investors’ risk appetite. Appropriate investments methods can chage, of 

course, depending if the reason for land acquisitions is, for example, food security. 

Most of these investments have been and are happening in the Cerrado region 

for several reasons: abundant water resources (fit for irrigation), flat land (fit for 

mechanization) and available local expertise (to meet the ownership requirement, 

leverage connections and to actually cultivate the land)51. Also, this region is the best 

suited for cultivating sugarcane, a currently very profitable cash crop. In order to 

sustainably take advantage of the increasing demand for Brazilian farmland, the 

government had to develop new strategies to ensure sustainable growth and 

preservation of precious natural resources. 

Environmental Considerations: Sustainable Development and Ecological-Economic 
Zoning 

In order to use land “in accordance to the highest effectiveness,” Brazil has 

implemented Ecological-economic zoning as an important strategic land use tool. The 

aim of EEZ is to apply a 

holistic look to land use, 

taking spatial, economic, 

social and environmental 

factors into account and 

create policies for 

                                            
50 GRAIN data 
51 Oliveira, G. d. (2011). Land Regularization in Brazil and the Global Land Grab: A Statemaking Framework for 
Analysis. Global Land Grabbing. Land Deals Politics Initiative. 
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sustainable development52. It was designed to be a bottom-up process, with authority 

designated to regional and local government bodies. In addition, EEZ is also meant to 

be a central part of environmental management, especially in the context of public 

investments and its effects on sustainability. Approaching environmental protection of 

land through systemic zoning policies can be a very effective tool in a country with 

several different biomes. The regionally customized guidelines that account for 

economic and ecological differences will ensure the proper use of land in 

heterogeneous regions. 

Because of the recent surge of interest in land, specifically for growing 

sugarcane, applying EEZ policies to this issue has become very important. Brazil has 

the largest fleet of flex fuel cars, and ethanol content in its fuel. Sugarcane is also an 

important food- and general export-crop. A Presidential decree in 2009 has initiated 

“Zae Cana” that launched the largest crop survey in the history of the country, ultimately 

resulting in a comprehensive agro-ecological zoning policy. In harmony with the EEZ 

philosophy, it took into account environmental, economic and social aspects to 

encourage sustainable investments into the production of sugar and ethanol. It has 

three main pillars53: 

1. Land Protection: The bill restricts areas that have higher than 12% decline, 

incentivizing mechanical harvesting. An added benefit to reducing the 

involvement of human labor is keeping agricultural workers away from poor labor 

conditions. The Amazon and Pantanal biomes and the Upper Paraguay River 

Basin region are also excluded from further expansion, in addition to areas with 

any natural vegetation (to prevent deforestation) and all high-conservation areas. 

It also includes tax benefits for the use of degraded and/or underutilized land. It is 

important to note that these rules applied only to new operations; facilities that 

had been already operating were not affected. 

                                            
52 University of Brasilia. (2008). Ecological-economic zoning in Brazil – an analysis of its application to date and 
relevance as a strategic land-use planning tool.  
53 Secretariat for Social Communication. (2009, September 17). Brazil Increases Environmental Preservation 
Measures With Sugarcane Zoning Proposal. Retrieved March 15, 2012, from InvestorIdeas: 
http://www.investorideas.com/News/091709c.asp 
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2. Ground Burning Bans: Even existing production areas will fall under this 

condition. The bill mandates 100% of the suitable areas for mechanical 

harvesting to end burning by 2017. This measures saves approximately six 

million metric tons of CO2 equivalent.  

3. Food Security: The bill is very vague on this point; it empowers the Ministry of 

Agriculture to act in case there is any risk to food production and/or food security. 

Despite the vagueness, considering this factor is still very important. 

The effectiveness of this law remains to be seen, but in theory, it is very sound and 

encouraging. Problems will most likely come from the enforcement of the law. This agro-

ecological zoning policy is a great example of a systemic policy tool. 

Takeaways 
Technological innovation can transfer land that was previously perceived as unfit 

for agricultural cultivation into fertile territories, like the case of the Brazilian Cerrado. In 

order to be able to take advantage of such innovation, a country has to be either on the 

cutting edge of soil research or implement policies that welcome such undertakings. 

Even though this may sound like a lottery-like approach, it can have enormous benefits. 

Using holistic zoning rules can be a very successful strategy to customize 

national environmental efforts to local ecological conditions. Brazil had significant 

experience with these policies, developing the idea of a systematic, multi-purpose 

ecological-economic zoning plan for the Amazon region the first time in 1988. 
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Peru: Creating a Transparent Land Market through Public Auctions 

 
Peru has significantly improved its status as a target country for investments, due 

to the stable financial/political climate and strong macroeconomic factors 54 . The 

fundamental macroeconomic shifts 

started in the ‘90s under President 

Fujimori, a proponent of neoliberal 

economic reforms. Land rights were 

one of the most important to turn around the failing economy, with inflation rates in the 

thousands, into one of the world’s fastest growing one55. The clear strategic direction led  

the country down on the path of fast growth, and land tenure was a core consideration 

when operationalizing the national growth strategy. 

The Policy Landscape 
Peru is the poster-child for applying the World Bank’s Policy, Legal and 

Institutional Framework (PLIAF). The Cepri Tierras (“Cepri Lands”) was created in 1997 

with 10 expert decision makers to tackle the issue on selling public agricultural land. 

Other expert panels and sub-contracted consultants were called in for doing additional 
                                            
54 United Nations Conference on Trade and Development (UNCTAD). (2011). World Investment Report 2011: Non-
Equity Modes of International Production and Development. Switzerland: United Nations Publications. 
55 The estimated GDP growth in 2011 was 7% 

Peru: Farmland Investment Scorecard 
 Score Related Benchmark Note 
Political Climate 3 CPI Score: 3.4 

Regional Rank: 14/32 
Global Rank: 80/183 

• Pro-business government 

Land Rights 4 Global EDB Rank: 41/183 
Registering Property: 22/183 

• Secure land rights are a high priority for the 
government and serve as a main marketing 
point for attracting investment 

Labor Market 
Conditions 

3 Mean years of education: 8.7 
Unemployment: 8.6% 

• Fairly educated but small labor force 

Economic 
Momentum 

4 2011 GDP Growth: 6.2% 
Global Rank: 40/185 
Average GDP growth (10 years): 5.59% 

• One of the fastest growing countries in the 
world 

• Open trade policies 
Environment 3 Overall: Higher Performance, Improving 

Agriculture: Higher Performance, Improving 
• Water quality issues and soil erosion are the 

main problems 
• Has an plan under implementation for a 

national water strategy 
• Increasing public awareness and concern for 

the environment 
Land Use 
Possibilities 

2 Type 2 • Most fertile land is in the coastal region, but 
water is in the mountainous area 

Peru’s Global Agribusiness Rankings1 
 Export Production 
Asparagus #1 #1 
Paprika #3 #5 
Green Coffee #8 #10 



 35 

analysis to have a diversity of opinions, before creating the law and policies governing 

land acquisitions. The goal for the policy was to jumpstart FDI into the Peruvian 

agricultural sector, and in order to achieve that, the government decided to sell sizable 

(>100 HA) lots. This would help the 

flow of investment from companies 

that do not necessarily have 

expertise in the agri-sector, but the 

appetite and capacity for large 

investments. Since Peru has realized 

the importance of land sales, it has 

created an investment promotion 

agency, ProInversion, to assist decentralized levels of government in attracting capital. 

ProInversion is in charge of the entire process, from regularizing land rights to the 

monitoring of the development. 

Before any public land is put up for auction, ProInversion examines if there are 

any informal claims for it. If there are, these claims are regularized based on the tenure 

type. There are numerous laws that govern this process and are beyond the scope of 

this paper. One particularly interesting point, however, is how expropriation is carried 

out. They are mostly illegal, unless the state is the direct beneficiary and explicit plans 

for the use of land are published. If these plans are not being realized after 1 year, the 

land rights revert back to the original owner. Expropriated owners also have the right to 

demand compensation for the land, with the value of the land determined in an 

independent court proceeding, and also for resulting damages. Expropriation orders 

also lapse after 6 months if no judicial action has been made and automatically voided if 

court proceedings are not completed after 24 months. 

In case any government agency (national, regional or local) wishes to sell public 

land, an auction process is initiated (Figure 1 Government Initiated Sale Process for 

Public Land Sales). The sale needs to be transparent through this process, and is open 

to all investors foreign or domestic. It is designed to attract only serious bidders that 

have the financial capabilities to carry out a proposed project. This is why a letter of 

“When I was growing up in Peru, I was told that the 
farms I visited belonged to farming communities and 
not to the individual farmers. Yet as I walked from field 
to field, a different dog would bark. The dogs were 
ignorant of the prevailing law; all they knew was which 
land their masters controlled. In the next 150 years 
those nations whose laws recognize what the dogs 
already know will be the ones who enjoy the benefits of 
a modern market economy.” 

Hernando de Soto 
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credit or bond, for a certain percentage of the minimum bid price in addition to the 

intended amount of the investment, is required upfront. The upfront capital requirement 

is a smart policy indeed, and it has an additional benefit of providing some security 

against “land banking,” or the accumulation of land for short or medium term profit 

speculation. The winner is determined through a sealed envelope bidding process, 

where offers are ranked according to the sum of the sale price plus the size of the 

proposed total investment. 

In case of a private investor initiating the acquisition of public land, the process is 

slightly different (Figure 2 Investor Initiated Sale Process for Public Lands in Peru). The 

potential investor is required to post a business plans for expert and public review. This 

creates positive externalities, since it becomes easier to evaluate the profitability of the 

projects, which is usually private information, which in turn can create more efficient 

markets. The bids also remain on public record for potential future investors, enhancing 

the public land market. The review period also gives an opportunity for social and 

environmental impact assessments. If there are no other interested investors after a 90-

day publication period, the original investor may proceed. If there is additional interest, 

ProInversion initiates the public auction process. 

Figure 1 Government Initiated Sale Process for Public Land Sales 

 
 

•  Regularize any land rights that may need to be respected"
•  Determine what rights are eligible to be transferred"

I. Select Public Land to Be Sold!

•  Intention of divest is published and terms of the bidding are published for at least 90 
days"

•  Bidders can qualify to bid by posting a bond of a certain percentage of the bid price 
PLUS the intended investment amount"

•  After a sealed envelope bid process the winner is declared"

II. Initiate Auction!

• Payment has to be made before the land transfer with a supporting letter of credit 
covering the investment amount"

III. Proceed with Investment!
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Figure 2 Investor Initiated Sale Process for Public Lands in Peru 

 
Auctions only brought in ~$50 million in government revenues in the past 15 

years56, which was all by design. Focusing on direct cash flows would have been a 

myopic goal, and the country would certainly not enjoy the success it does today. The 

primary goal was to stimulate the economy through job creation and increased FDI. 

Peru has certainly accomplished that: FDI went from pretty much nothing to over $7 

billion since 199057, and unemployment has becoming stabilized at lower levels58. The 

rights based land reform, coupled with carefully thought out land sale processes – such 

as public auctions with a supporting legal environment – has been a key to attracting 

foreign capital. To fully take advantage of the new investment in agriculture, Peru has 

also adopted an open trade strategy59, focusing on high value-agricultural exports60. All 

these factors combined have enabled the country to be one of the fastest growing 

economies not only in Latin America, but also in the world. 

Environmental Considerations: Systemic Water Strategy 
Peru is one of the most water rich countries in the world, both in terms of total 

and per capita renewable freshwater resources. Most of this water is located in the 

eastern part of the country (Selva Baja region), whereas the most fertile land and 

agricultural activity are located on the western (Costa region) part. For this reason, 

water abundance does not guarantee access to clean water. In rural areas only 61% of 

the population has access, well below the Latin-American regional average. As 

                                            
56 The World Bank. (2011). Rising Global Interest in Farmland. Washington, DC: The World Bank. 
57 Figure 13 FDI in Peru 
58 Figure 14 Historical Unemployment in Peru 
59 Peru has trade agreements with Chile, Mexico, Canada, Singapore, China, the European Union, South Korea, and 
the European Free Trade Association 
60 Figure 15 Historical Export Volumes and Values in Peru 

•  A board of public and private sector experts evaluate the investment plan"
•  If the project is viable, the proposal is published for 90 days to allow other investors to 
participate"

I. Publish Business Plan!

•  If there are no further investor interest, the original investor can proceed. If there are, 
the public bidding process is initated."

II. Proceed with Investment!
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agriculture accounts for ~85% of total freshwater withdrawals, it has an important role to 

play in water management strategies. The increasing presence of foreign investors in 

agriculture presented Peru with an opportunity for creating and implementing a 

progressive national water strategy. Since a lot of the proposed investments involved 

irrigated agriculture, water rights had to be an important consideration when auctioning 

off the land. The government offered a water endowment of 10,000m3/HA and 

attempted to capture the true cost of water by imposing significant tariffs. Bundling water 

and land rights was a major contributor to the success of the land reform.  

The “National Water Resources Management Strategy,” created in 2004 and the 

“Water Resources Management Modernization Project” were the manifestations of the 

continued desire to effectively manage water resources on a national level. This latter 

initiative and has been granted a 20-year, $200 million loan from the Inter-American 

Development Bank. The ambitious and forward-looking goals fall under five categories: 

macroeconomic framework, national water resources strategy, institutional framework, 

policy framework and decentralization. It aims to address water challenges by 

systematically looking and both supply and demand factors, promote public 

participation, address salinity and other water-quality problems and to create an 

information network available to the public on qualitative and quantitative measure 

among others. One of the program’s main goals is to transfer decision-making power 

and regional infrastructure facilities from the central government to regional authorities. 

This initiative is especially important given the increasing demand for water-intensive 

fuel-crops. By creating the right policies surrounding land and water, Peru can create an 

additional protective layer against the possible myopic profit maximizing, but 

environmentally unsustainable agricultural methods. 

Takeaways 
Peru has found a way to effectively monetize their public lands. Because the 

country had clear goals in mind (attracting FDI and creating an export oriented 

agriculture), the government was able to be much more deliberate in crafting a 

successful policy-strategy. The transparent nature of the public auction process created 
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positive externalities by generating a pool of information about several aspects of the 

land-market. 

Another important aspect of the land reform was about the often-overlooked 

water issue. By allocating water rights and imposing higher than average tariffs for 

investors, the government attempted to capture the true cost of water. This was the first 

step on the road of creating a national water strategy. Even though Peru has other 

environmental issues that it needs to grapple with (for example: soil erosion), it has 

been very strategic and intentional during the policy creation processes and should 

continue to be so. 
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Africa: The promising future 
Africa is the land of opportunity when it comes to agricultural production. Both 

water and land resources are underutilized; according to a McKinsey study, 22% of total 

land- and 15% of total water-productivity opportunity comes from Africa.61 In order to 

realize these benefits, however, significant infrastructure investments are needed. As 

mentioned previously, for these investments to work as intended, a solid policy 

framework should be in place in the respective countries. Since Africa is a 

predominantly agricultural continent, land tenure plays an especially important role in 

both society and commerce. 

Many African countries are trying to take advantage of the increased interest in 

agricultural land-acquisitions, by selling “surplus-land.” It is important to note, that 

“surplus” in most cases does not mean unused or unoccupied. This often leads to 

unintended consequences, such as disrespecting traditional local land rights and 

displacing indigenous inhabitants. In order to take advantage of private investment in 

farmland, it will be crucial for African countries to develop sound policies for their 

individual land-markets. 

  

                                            
61 McKinsey&Company. (2011). Resource Revolution: Meeting the world's energy, materials, food and water needs. 
London: McKinsey Sustainability & Resource Productivity Practice. 
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Mozambique: Protecting Customary Land Rights 

 
Mozambique is one of the least developed countries in the world as measured by 

the human development index. It has one of the lowest GDP per capita, lowest life 

expectancy and highest economic inequality in the world. In recent years, however, 

Mozambique has been developing rapidly62. The country is well endowed with natural 

resources that could continue to serve as the igniting force for development. In order to 

put Mozambique on a sustainable growth path, however, the policy environment 

surrounding these resources will be imperative. Indeed, a 2009 land audit affirms the 

reason for caution. Between 2004 and 2009, 2.7 million hectares of land have been 

transferred to investors, but over half of this land has been unused or underused63. This 

resulted in decreased food security in a country where 38%64 of the population is 

already undernourished, in addition to promised jobs and capital investments never 

materializing. This shows, that unintentional consequences of a development strategy 

                                            
62 Between 2005-2009, annual GDP growth averaged 7.6%, and income per capita growth 5%; Estimated 2011 GDP 
growth was 7.2% 
63 The World Bank. (2011). Rising Global Interest in Farmland. Washington, DC: The World Bank. 
64 Figure 7 Country Profiles 

Mozambique: Farmland Investment Scorecard 
 Score Related Benchmark Note 
Political 
Climate 

2 CPI Score: 2.7 
Regional Rank: 24/48 
Global Rank: 120/183 

• Government is a big advocate of FDI 
• Widespread corruption 

Land Rights 1 Global EDB Rank: 139/183 
Registering Property: 156/183 

• Corrupt and exploitative administrative practices 

Labor Market 
Conditions 

1 Mean years of education: 1.2 
Unemployment: 17% 

• 80% of labor force has less than 1 year of formal 
education 

• Majority of the labor force is employed by 
agricultural sector 

• Low value added/worker in agri-sector 
Economic 
Momentum 

4 2011 GDP Growth: 7.2% 
Global Rank: 17/185 
Average GDP growth (10 years): 7.40% 

• Rapidly developing country with high upside 
potential 

Environment 2 Overall: Higher Performance, Improving 
Agriculture: Lower Performance, Declining 

• Lack of environmental data 
• Population is unaware and not concerned about 

environmental issues 
• Successful policy intervention against 

deforestation  
• National Environmental and Water Policy 
• Increasing concerns for biodiversity 

Land Use 
Possibilities 

4 Type 4 • Low agricultural productivity, high yield-gap 
• Arable land available for rainfed cultivation 
• Favorable climate for energy crops 
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that focus solely on attracting investment, without considering social and environmental 

implications, can seriously harm the country. 

Even though ~32% of the national output is produced by the agricultural sector, 

agricultural productivity in Mozambique is ~30% lower than regional averages. This 

leads to decreased food security and dangerous exposure to supply shocks. Low 

agricultural worker productivity also has direct implications to the well being of three-

quarters of the labor force that is dependent on farming as their source of livelihood65. 

The agricultural sector in Mozambique can be best described as biomodal. Land 

holdings are either in either very large (10% of cultivated land, mostly sugar, tea and 

cotton) or very small parcels (90% of cultivated land); there are no real intermediate size 

plots. The productivity lag comes from smallholders, and the government identified 

improving family-farm productivity as a key strategic objective in their poverty reduction 

plans 66 . The Poverty Reduction Strategy Paper further elaborates on perceived 

problems, such as: the lack of market for agricultural products, infrastructural gaps and 

poor access to insurance and credit. The report correctly points out that the 

management of land resources will have to be a central component in solving these 

problems.  

The Policy Landscape 
Land tenure currently falls under the 1997 Land Law of Mozambique (“Land 

Law”). After 15 years of conflict, the war torn country was looking for a cost-effective 

way to solve the land issue. Many displaced families were looking to return to their 

previous parcels, only to find that in many cases rights were granted to other families or 

investors. To solve this problem, the Land Law defers to customary land rights as the 

way of solving disputes. These customary rights expand to water and pasture use as 

well. There are three ways to acquire land rights: (1) customary norms and practices 

(inheritance, marriage, allocation by traditional authorities), (2) historical occupation (10 

years in good faith) and (3) formal request to the State for investment (resulting in 50 

                                            
65 Figure 7 Country Profiles 
66 International Monetary Fund. (2011). Republic of Mozambique: Poverty Reduction Strategy Paper. Washington, 
D.C.: IMF Publication Services. 
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year leases)67. The Government has significant power on the approval of all investment 

requests and use right transfer. The single form of land tenure right now in Mozambique 

is the DUAT68, a state granted land-right. All DUATs are exactly the same; the way they 

were acquired is irrelevant. The State is still the de jure owner of the land, since the title 

remains in their hands. The purpose of this is to protect customary rights by creating an 

“alienability restriction.” 

As a private investor, navigating multiple layers of administration, with the ever-

present corruption, acquiring a DUAT can be a very complicated process. It involves 

community consultations, development plan submissions and various other 

administrative steps. If everything is in order, the State grants a 2-year provisional 

authorization of the land right (5 years for citizens of Mozambique) – if the investment 

application is over 10,000 hectares, this approval needs to come from the Council of 

Ministers. If the development plans are properly being materialized, a permanent DUAT 

is issued. Monitoring progress on these investments, however, have proved to be a 

challenge on the ground. Whether it is capacity constraints or lack of political will, the 

Government has not been able to keep up monitoring efforts69, leading to the previously 

mentioned 2.7 million hectares of under- or non-performing land base. 

Valuing the land has also been a challenge. According to the World Bank, 

calculating land values where formal land markets do not exist or are not transparent 

enough, residual returns of similar ventures should be used to calculate an estimated 

price. In Mozambique, this Land Expectation Value (LEV) for irrigated sugarcane is 

$9,800/ha70. This number would have to be adjusted for risk for actual market value, but 

can give a broad sense of value. Having an idea about possible prices of land is 

imperative for a country that is looking for large investments in its agricultural sector. Not 

                                            
67 Burr, K. (2004, January 1). The Evolution of the International Law of Alienability: The 1997 Land Law of 
Mozambique as a Case Study. Retrieved March 16, 2012, from Aftican Law Reporter: 
http://jurisafrica.org/docs/statutes/Mozambique.burr.pdf 
68 Direito de Uso e Aproveitamento da Terra – right to use and benefit from the land 
69 Waterhouse, R., Lauriciano, G., & Norfolk, S. (2010). Large-Scale Land Acquisition for Agricultural Production in 
Mozambique.  
70 The World Bank. (2011). Rising Global Interest in Farmland. Washington, DC: The World Bank. 
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getting the numbers right may lead to a sputtering land market or to the waste of 

precious public resources. 

Environmental Considerations: The Need for Environmental Information Systems 
After the end of the Civil War in 1992, the new government of Mozambique had 

their policy work cut out for them. As part of the land reform and to ensure the 

sustainable growth of the agricultural sector the State had to consider environmental 

policies. Mozambique has implemented both a National Environmental Policy and Water 

Policy in 1995. The former outlines general principles for the management of natural 

resources, while the latter creates a vision for decentralized water management by 

transferring water rights from the State to communities and private organizations71. The 

goals and ambitions are commendable and sound great in theory, but there are 

institutional limits with the implementation and enforcement, because of the highly 

decentralized nature of ongoing environmental harm. 

Smallholder farms are largely responsible for land degradation, and this is not 

because of the lack of land security, but because of ignorance. Customary norms and 

practices propagate this problem. Effective local enforcement methods (like monitoring 

by the Chiefs) and education would help increasing the use of sustainable agricultural 

methods. Communities have large autonomy on how they design their own natural 

resource management systems, and are created with significant local participation. 

Another strategic take on the monitoring issue is to further incentivize industrial 

agriculture. Cost of monitoring would likely decrease and enforcement may become 

more efficient. 

The lack of environmental information in Mozambique is concerning, especially 

given the rising interest in farmland investments in the country. The Ministry of 

Agriculture has recently undergone a major restructuring program, and we believe that 

the Ministry for the Coordination of Environmental Affairs could benefit from a similar 

program. This would include improving staff qualifications, introducing computerized 

management systems for record keeping, planning and budgeting among other 

                                            
71 Tetra Tech ARD. (2002). Mozambique: Environmental Threats and Opportunities. Burlington, VT: USAID. 
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measures. The project could acquire supporting capital through the International 

Development Association (part of the World Bank), similarly to how the Ministry of 

Agriculture project was financed72. 

On-the-Ground Experience: Calling the Government’s Bluff  
ABC Ltd. was granted an 18,000-hectare DUAT for ethanol production from 

sugarcane in mid-2008 in Manica Province73. The company is registered in Beira City, 

Mozambique. The business plan proposed a total investment of US$280 million over the 

life of the project and employment up to 2,650 people.  

The location was selected because of the quality land and available water 

resources. It is very rural, with no formal employment opportunities for the locals, who 

support themselves through subsistence farming and keeping livestock. Part of the ABC 

plan was to bring economic development to the region; this argument was used during 

the community consultation process to convince the locals to approve the project. The 

only condition community members requested was that they can continue farming along 

the Muzuaze River. ABC agreed to this, and promised that nobody will be displaced. 

The Provincial Department of Agriculture viewed the project as a valuable development 

and found no prior claim on the land. The Ministry of Environmental Coordination also 

approved ABC’s plans but warned against the chemical contamination of soil, water and 

air. 

Right now the project is 3 years behind schedule, employing only 40 people, 

Company sources explain this as a result of the “global economic crisis.” Even though 

the company has cleared 1,100 hectares of land (including some precious forest 

resources) and started planting sugarcane seeds, the project is stalling. ABC is also 

encroaching on the locals’ water resources causing women to walk long distances to 

additional sources. Infrastructure developments have also been short of expectations; 

the roads that ABC built have been labeled “private” and access is forbidden to the local 

community. 

                                            
72 For the Ministry of Agriculture, the total project cost was $216.5 million, of which $30 million was provided by the 
IDA 
73 This case study is implemented from Waterhouse, Lauriciano, & Norfolk, 2010 
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The ABC project is one of the only biofuel projects that has actually got off the 

ground in Mozambique but so far it has been failing to deliver on its plans. Even though 

the locals were consulted, the company did not follow through with its promises. This 

points to a larger issue, implying that private companies know that there is no legal 

recourse/government capacity for enforcement. 

Takeaways 
The Government needs to take a clear stance on what strategic direction the 

country should be heading: focus on industrial farming or set up a productive network of 

smallholder farms. The lack of vision is clearly hindering the country to achieve its 

development goals and leads to a stagnating agricultural sector. No matter how good a 

policy sounds on paper, without well thought-out strategic intention and capacity for 

implementation and monitoring, it will not have the desired effects, especially in large-

scale investment projects. 

Mozambique could also benefit from a privatized land market. The basic 

economic argument is that private investment would identify the right crops to be grown 

at the right place, which is especially important to improve the currently stagnating 

productivity. The transition may be a smooth process, if the rights use certificates are 

updated to title deeds in exchange for a fee. The government would raise additional 

revenues and take steps towards a functioning land market. Community owned lands 

would be an issue to consider, but could be dealt with if plots are assigned single 

individual ownership. Another important note when creating a privatized land market is 

that the government could (and should) retain the right of eminent domain and zoning 

regulations. 

Policymakers should also keep in mind the complexity of laws. In a country 

where the education level is fairly low, many people do not have the capacity to 

understand and take advantage of laws that were created to benefit them74. Local 

authorities may not have the necessary manpower for implementation; capacity building 

                                            
74 United Nations Economic Comission. (2003). Land Tenure Systems and Sustainable Development in Southern 
Africa. Lusaka: Economic Comission for Africa. 
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should be a key concern. For this reason, NGOs and advocacy organizations can play a 

very important role in putting public policy into practice.  

Tanzania: Easing a Legacy of Land Disputes 

 
Similarly to its southern neighbor, the people of Tanzania rely on agriculture and 

subsistence farming as the main source of livelihood. Over 80% of the total labor force 

is employed in the agri-sector, but only providing a little less than third of the national 

economic output75. 

We can see on the investment scorecard that the land use possibilities could 

make Tanzania a naturally attractive target for land acquisitions. The favorable 

economic momentum would enforce this trend as well, but the land rights category 

provides investors a wake-up call. The short case study below highlights the 

peculiarities of this policy-environment, and points out some changes that may help 

navigating the extremely complex land-tenure system in Tanzania. This should benefit 

both investors and the country itself. 

The Policy Landscape 
The land reform in Tanzania started when the Parliament passed the Village 

Land Act (VLA) in 1999. Conflicts over land tenure had been increasing, and this law 

                                            
75 Figure 7 Country Profiles 

Tanzania: Farmland Investment Scorecard 
 Score Related Benchmark Note 
Political 
Climate 

2 CPI Score: 3.0 
Regional Rank: 13/48 
Global Rank: 100/183 

• One of the most stable countries in the region 

Land Rights 1 Global EDB Rank: 127/183 
Registering Property: 158/183 

• Constant disputes over land 
• Decentralized decision making over land-tenure 

leads to confusion about the interpretation of land 
law 

Labor 
Market 
Conditions 

2 Mean years of education: 5.1 
Unemployment: 10.7% 

• Low level of education 
• Majority of the labor force is employed by 

agricultural sector 
Economic 
Momentum 

3 2011 GDP Growth: 6.1% 
Global Rank: 42/185 
Average GDP growth (10 years): 6.78% 

• Lack of infrastructure prohibits the country to take 
full advantage of its natural resources (mostly 
minerals and natural gas) 

Sustainability 2 Overall: Higher Performance, Improving 
Agriculture: Higher Performance, Declining 

• High biodiversity potential 
• Toothless environmental law 

Land Use 
Possibilities 

4 Type 4 • Low agricultural productivity, high yield-gap 
• Plenty of land available for rainfed cultivation 
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was aimed to ease and settle these disputes and provide a stable policy environment 

moving forward. Additional goals were to create a functioning land market, improve 

agricultural productivity and to boost economic growth. A major difference compared to 

the land reform in Mozambique is that the VLA did not aim to redistribute land in any 

way, but to provide better administrative procedures to facilitate land transfers76. This is 

a very important distinction; the Act only had one overarching strategic goal, which, in 

theory, would set the policy up for success better, by not trying to accomplish to many 

things at once. 

Tanzania has similar alienability restrictions and use rights to Mozambique; the 

VLA states that all public land rights are vested in the President who may grant “rights 

of occupancy.” These rights can be “granted rights” (when investors file a request for a 

specific use of land) or “derivative rights” (customary use); both these rights have equal 

effect and status and can be granted for up to 99 years. Land rights use transfers are 

detailed in the VLA, but frequently encounter procedural problems during their 

implementation. Most of these problems come from the decentralized decision-making, 

as implementation and interpretation of the law is left to local (village and district) 

authorities. First, villages receive a Village Land Certificate, after which they can grant 

individual Rights of Occupancy documents. In theory this would allow for more flexibility 

and speedier application, but in practice it often leads to confusion and – because of 

capacity constraints – a slow trial and error process for working implementation. Higher 

government authorities do not provide assistance, because they are policy-making 

bodies and implementation is not their top priority. Even though the Ministry of Land has 

documented on-the-ground experiences with the practical application of the law in 

various pilot projects, these are not made public77. It is also important to note, that 

Tanzania has several additional laws and policies governing land rights. These include: 

Urban Planning Act (2007), Land Use Planning Act (2007), Investment Act (1997), Law 

of Marriage Act (1971) and the Land Acquisition Act (1967).78 

                                            
76 Pedersen, R. H. (2010). Tanzania’s Land Law Reform;the Implementation Challenge. Copenhagen: Danis Inistitute 
for International Studies. 
77 Ibid 
78 Ibid 
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One benefit of local authority is that informal land rights are firmly vested with 

villages. This resulted in a much lower scale land acquisition phenomenon, accounting 

for only 50,000 hectares between 2004 and 2009 (as previously mentioned, the scale in 

Mozambique is 2.7 million hectares)79. Similarly to Mozambique, Tanzania has trouble 

correctly pricing its land resources as well. According to World Bank calculations, LEV 

for irrigated sugarcane in Tanzania is $11,000/ha, much higher than rents demanded 

currently. 

Environmental Considerations: Present Laws, Missing Enforcement 
Natural resources have a very different meaning to people in Tanzania. Most 

people are directly relying on the land for their food, fuel for heat and building materials. 

Despite the inherent importance, the country is dealing with the standard list of 

environmental issues of third world countries: deforestation, overgrazing, soil erosion, 

water pollution and biodiversity loss. For this reason, environmental considerations and 

protection for land policies should be a main priority for policymakers.  

In most aspects of public policy, this holds true. About third of Tanzania’s land 

area is protected under some kind of environmental regulation (National Park, Forest 

Reserve, Game Reserve, etc.). Also, an overarching environmental policy framework, 

The Environmental Management Act, has been in effect since 2004. This Act outlines 

principles for management, impact and risk assessments, prevention and control of 

pollution, waste management, environmental quality standards, public participation, 

compliance and enforcement and the basis for implementation of international 

instruments on the environment. This act, however ambitious, is largely toothless 

because of the disconnect between policy-making bodies (central government) and 

enforcement capacity (local authorities)80. Lack of resources on the local level will 

continue to be a barrier in the effective application of environmental policies. NGOs and 

other donor organizations can provide help and temporarily improve the situation, but 

                                            
79 The World Bank. (2011). Rising Global Interest in Farmland. Washington, DC: The World Bank. 
80 Pallangyo, D. M. (2007). Environmental Law in Tanzania; How Far Have We Gone? Law Environment and 
Development Journal , 3 (1), 26-39. 
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ultimately central authorities will have to make capacity building the number one 

strategic priority. 

Takeaways 
Tanzania needs significant investments in its agriculture as well as its 

infrastructure to improve productivity and attract further private investment. Because the 

country seems unable to handle its land tenure situation, it may have to solicit creative 

ways to attract capital. One of these could be large-scale out-grower, contract-farming 

schemes. This would buy time and enable capacity building to a sufficient level where 

land-tenure policies are secure, and there is ample know-how across all regional 

authorities. Additional positive externalities that may come from an outgrower system 

include the benefit of mentoring and technology transfer. Growing sugarcane would be 

especially fit for such business ventures, supported by strong bio-fuel demand. 

Also, the returning policy-design issue is delegating the implementation of laws to 

regional authorities. The intention of such a division is logical, and in theory, it would 

lead to speedy, locally customized, and flexible implementation. In practice, however, it 

is quite the opposite and results in confusion and a tedious “experimental” process to 

get the application of the law right. This will just deepen the already tense land disputes 

and can ultimately lead to complete disregard of government policies in the future. 

Central authorities should be aware of local capacities, especially when it comes to 

environmental enforcement. Given the institutional realities, the Tanzanian government 

should consider a central enforcement system until it has the appropriate capacity to 

effectively implement laws on the ground. Also, in a country where the average formal 

education hovers around 5 years, policy-makers should strive for creating easy to 

understand laws. The current policy-environment in Tanzania is anything but, which has 

lead to the slow and uneven improvement of land tenure. 
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Recommendations 
We have identified 4 high-level systemic strategy recommendations for 

policymakers who wish to take advantage of private capital investments in public land: 

 

1. Define the Strategic Goal for Land Policy 
If a country does not know where it is going, it will never get there. We have seen 

in the case of Peru that clear strategic goals can have their benefits; they defined the 

desire to increase FDI in order to create an export-oriented agriculture. On the other 

hand, the two African countries we have examined do not appear to have clear strategic 

goals, which have been a serious hindrance to taking advantage of foreign capital 

inflows. Unclear and confusing policies may have even had negative effects that lead to 

predatory land-grabs. 

Countries should also be aware of the trade-offs with different strategies. For 

example Ukraine chose to focus on smaller scale agriculture, which allows for tighter 

control of land, but slower development. Peru focused on improving industrial 

agriculture, which is a riskier undertaking, but ultimately worked out. The important 

takeaway is that a host country should have a clear strategic goal for land policies in 

order to safely, successfully and sustainably take advantage of land acquisitions. 

 

2. Prioritize Capacity Building 
Putting brilliant ideas on paper and passing them as laws, may not lead to the 

desired outcome. Many stakeholders, from politicians to donors, have a tunnel vision for 

measurable output. This myopic focus can lead to fair theoretical solutions, but fail in 

practice. An important pre-requisite for a successful policy is ample capacity for 

enforcement. 

Translating law into practice isn’t that easy as we saw in Mozambique and 

Tanzania. Decentralized decision-making is a good idea in theory, but without the strong 

institutional capacity to implement and enforce, it has backfired in both countries. 

Further tactical considerations of capacity building specifically related to land policy 
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should include land administration and land registration combined with topographic 

mapping function81. 

 

3. Incentivize through Well-Defined and Secure Land Rights 
Formalized land rights should be holistic in nature. It is not only owning a piece of 

land, but all the rights associated with it: how to buy, sell, and mortgage. Formalized 

rights will give incentive to invest physical and human capital. Even though a property 

“revolution” has to be a deliberate government decision, at the same time, it has to be 

participatory process. Each country will have its own flavor, but a bottom up approach 

will be necessary to generate laws that will work. Once these rights are well-defined, a 

transparent market can develop with efficient price signals. 

 

4. Value Environmental Assets 
Environmental considerations should be important from the get-go and not just a 

second thought. Resource rights (water, mining, etc.) should be designed intentionally; 

Peru took advantage of this by including water-rights with land, better capturing the 

economic reality of land ownership. In addition, zoning laws can create a holistic semi-

customized framework for sustainable use of land. Brazil is a perfect example of 

combining environmental, economic and social aspects to encourage sustainable 

investments with is agro-ecological zoning policies.  

Conclusion 
Land-tenure policy has systemic implications for the whole economy. Without 

secure land rights and markets, it is close to impossible to grow. Getting land policy right 

is imperative for all governments that are looking to take advantage of foreign direct 

investments through land transfers. This has been a returning theme during the case 

studies, and the most important to focus on. It is so fundamental to establish a 

                                            
81 Enemark, S. Building Land Information Policies. Inter-regional Special Forum on The Building of Land Information 
Policies in the Americas. Mexico City. 
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functioning land market, but many countries go the wrong way about it. Land 

moratoriums can have across-the-board bad implications. In most cases they can be 

bypassed, as we have seen in Ukraine and Mozambique, so the moratorium fails to 

deliver its core premise of transferring the real control of the land, but still does not 

provide de facto owners the incentives that clear and secure de jure land ownership 

would. This leads to mismanagement of precious natural resources, because of the 

myopic incentives insecure land tenure elicits. Peru is a good example how this can be 

mitigated through policy. The country did not only provide the necessary institutional 

and legal background for the land itself, but bundled water rights with land ownership. 

Even though this led to higher land prices, guaranteeing a key input and the supportive 

policy environment to productive agriculture investments was certainly imperative to 

make their FDI attracting efforts to land so successful. 

This auxiliary institutional background is very necessary and other countries 

should take note. We have seen in both African case-study countries how the lack of 

enforcement has devastating effects on well-intentioned land-policy. The perfect 

illustration of this is the ABC on the ground experience that have described in 

Mozambique. Investors can essentially call the government’s bluff on land policies: all 

community consultation was carried out, all the paperwork was in order, but the project 

still did not deliver. A non-performing land base is a luxury that countries, especially with 

poor and starving populations, cannot afford. 

Since land is one of the most basic public assets of a country, it should be valued 

carefully. It is in any country’s best interest that land markets are properly functioning, 

because this will lead to accurate prices when the government is selling land. In our 

case studies, Brazil had the longest history of taking advantage of land markets 

(illustrated, for example by the high prices of land for cultivating sugarcane). This, of 

course, goes back to our previous two points. Because, for example, Ukraine failed to 

develop the proper policy environment (including but certainly not limited to the land 

moratorium), land prices for similar quality land to Brazil’s are selling at the fraction of 

the price. 
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This is where we hope that both countries and investors will take advantage of 

the scorecard that we have developed during our project. On one hand, investors can 

use this tool to do a quick assessment of a country, using publicly available quantitative 

data. This by no means is an attempt to replace proper, deep due diligence, but an 

quick illustration of a country’s potential and an additional tool in assisting the 

investment-decision process. On the other hand, countries can evaluate themselves 

and identify areas that need improvement. The most effective general way to improve 

the investment scorecard as a whole, is to take our four strategic recommendations 

seriously and custom fit it to any given country. 

In summary, after developing our scorecard, taking a look at five different pilot 

countries and identifying four key high-level strategic recommendations, we would like 

to encourage further research on land policy issues. Our scorecard and this initial 

research is only a starting point in a long discussion, but we do believe that getting land 

policies right across the globe and applying them sustainably (especially in developing 

countries) will be one of the most important challenges for our generation as a way not 

only to escape poverty, but also to provide the necessary resources for 9 billion people 

by 2050. 
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Appendices 
Figure 3 Annual Food Price Indices 

 
Source: FAO Food Price Index (FFPI) 

 
Figure 4 World Grain Area per Person 

 
Source: USDA Foreign Agricultural Service 
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Figure 5 World Grain Production per Person 

 
Source: USDA Foreign Agricultural Service 

 
Figure 6 Historical Sugar Prices 

 
Source: IndexMundi 
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Figure 7 Country Profiles 

 
  

                                            
1 GEF benefits index for biodiversity is a composite index of relative biodiversity potential for each country. The index has been normalized so that values run from 
0 (no biodiversity potential) to 100 (maximum biodiversity potential). 

 UKRAINE BRAZIL PERU MOZAMBIQUE TANZANIA 
People and Society      
 Population 45.8 Million 203 Million 29.1 Million 23.3 Million 44.8 Million 
 Urban Population (% of total) 68.1% 86.5% 71.6% 38.4% 26.4% 
 Human Development Index Rank (out of 187 countries) #76 #84 #80 #184 #152 
Economy      
 GDP per Capita (current US$) $7,200 $11,600 $10,000 $1,100 $1,500 
 Foreign Direct Investment, net inflows (current US$) $6.5 Billion $48.4 Billion $7.3 Billion $0.79 Billion $0.4 Billion 
 Credit Rating (S&P) B+ (stable) BBB (stable) BBB (stable) B+ (stable) N/A 
Labor Force      
 Labor Force (total) 23 Million 101.3 Million 13.4 Million 11 Million 21.3 Million 
 Labor force with primary education (% of total) 11.7% (2005) 42.9% 32.4% N/A N/A 
 Labor force with secondary education (% of total) 43.1% (2005) 28.9% 31.8% N/A N/A 
 Labor force with tertiary education (% of total) 45.2% (2005) 8.6% 33.9% N/A N/A 
 Mean Years of Schooling of Adult Population (years) 11.3 7.2 8.7 1.2 5.1 
Agriculture      
 Agricultural Land Area (km2) 412,760 2,645,000 214,400 493,000 355,000 
 Agricultural Land Area (% of land area) 71.25% 31.27% 16.75% 62.69% 40.08% 
 Agricultural Value Added (%of GDP) 8.17% 5.76% 8.28% 31.85% 28.14% 
 Agricultural Labor Force (% of total labor force) 15.8% 17% 8.1% 74.6% (2006) 80.5% (2003) 
 Fertilizer Consumption (kg/ha of arable land) 32.8 165.7 81.6 3.1 5.9 
 Agricultural Value Added per Worker (constant 2000 US$) $2,452.82 $3,759.66 $1,544.87 $219.69 $283.03 
Environment      
 Annual freshwater withdrawals by agriculture (% of total freshwater withdrawal) 51.17% 54.59% 84.9% 73.9% 89.35% 
 Improved Water Source (% of population with access) 98% 97% 82% 47% 54% 
 Improved Water Source, urban (% of population with access) 98% 99% 90% 77% 80% 
 Improved Water Source, rural (% of population with access) 97% 84% 61% 29% 45% 
 GEF Biodiversity Index1 0.5 100 33 7 15 
Food Security      
 Share of food in total expenditure 55.7% 19.8% 31.8% 54.5% 62.7% 
 Proportion of undernourished (% of total population) n/a 6% 16% 38% 34% 
 Food deficit of undernourished (kcal/person/day) n/a 220 220 330 280 
 Animal Protein Consumption (g/person/day) 41.3 42.3 23.7 4.3 8.9 



Figure 8 Selected Regional Information 
 Europe and Central 

Asia (all income 
levels) 

Latin America & 
Caribbean (all 
income levels)  

Sub-Saharan Africa 
(developing only) 

People and Society    
 Urban Population (% of total) 70% 79.27% 37.43% 
Economy    
 GDP per Capita (current US$) $22,526.84 $8,822.25 $1,286.25 
Labor Force    
 Labor force with primary education (% of total) 23.7% 42.9% N/A 
 Labor force with secondary education (% of total) 46.0% 29.7% N/A 
 Labor force with tertiary education (% of total) 29.5% 15.5% N/A 
Agriculture    
 Agricultural Land Area (% of land area) 29.4% 35.8% 44.7% 
 Agricultural Value Added (%of GDP) 1.9% 6.3% 13.1% 
 Agricultural Labor Force (% of total labor force) 7.8% 15% N/A 
 Fertilizer Consumption (kg/ha of arable land) 70.0 112.2 11.6 
 Agricultural Value Added per Worker (constant 2000 US$) $7,274 $3,422 $317.5 
Environment    
 Annual freshwater withdrawals by agriculture (% of total freshwater withdrawal) 48.5% 67.8% 84% 
 Fresh Water per Capita (m3/person/year) 8,073.2 23,105.25 4,634 
 Improved Water Source (% of population with access) 98.0% 93.4% 59.7% 
 Improved Water Source, urban (% of population with access) 99.3% 97.1% 82.4% 
 Improved Water Source, rural (% of population with access) 94.5% 80.0% 46.8% 
    
 



Figure 9 Total Renewable Water Resources per Capita by Country 

 
 
Figure 1 Selected Water Data for Countries2 
  Total Renewable Water 

Resources (109 m3/year) 
Rank Per Capital Total Renewable Water 

Resources (m3/person/year) 
Rank Dependency Ratio 

Brazil  8,233.00 #1 42,604 #24 34.19% 
Mozambique  217.10 #40 9,497 #58 53.8% 
Peru  1,913.00 #8 66,504 #15 15.53% 
Tanzania  96.27 #74 2,212 #113 12.75% 
Ukraine  139.6 #56 3,054 #105 61.95% 
United States  3,069.00 #4 9,947 #61 8.18% 
 

                                            
2 AQUASTAT Database Query: Projection for 2008-2012 



Figure 11 Wheat Production and Exports in Ukraine 

 
Source: USDA Foreign Agricultural Service 

 
Figure 12 Erosion Distribution of Arable Lands in Ukraine 

 
Note: 
Blue:  <1% 
Brown:  >50% 

Source: The World Bank 
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Figure 13 FDI in Peru 

 
Source: The World Bank 

 
Figure 14 Historical Unemployment in Peru 

 
Source: The World Bank 

 
Figure 15 Historical Export Volumes and Values in Peru 

 
Source: The World Bank 

-0.5!

0.5!

1.5!

2.5!

3.5!

4.5!

5.5!

6.5!

7.5!

B
ill

io
ns
!

Historical Net Foreign Direct Investment Inflows in Peru!
current US$!

0!

2!

4!

6!

8!

10!

12!

1990! 1991! 1992! 1993! 1994! 1995! 1996! 1997! 1998! 1999! 2000! 2001! 2002! 2003! 2004! 2005! 2006! 2007! 2008!

Historical Unemployment in Peru!
% of total!

0!

100!

200!

300!

400!

500!

600!

2000! 2001! 2002! 2003! 2004! 2005! 2006! 2007! 2008! 2009! 2010!

Export Volume and Value Indices in Peru!
Year 2000 = 100!

Export volume index! Export value index!



Figure 16 FDI in Mozambique 

 
Source: The World Bank 

 
Figure 17 Historical Export Volumes and Values in Mozambique 

 
Source: The World Bank 
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Figure 18 FDI in Tanzania 

 
Source: The World Bank 

 
Figure 19 Historical Export Volumes and Values in Tanzania 

 
Source: The World Bank 
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