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Abstract

In the past few decades there has been growing interest among multinational companies towards
investment in overseas farmland. The whole process and result of such investments has become a hot
topic of debate among scholars, media experts, social activists, and policy practitioners. The huge
wave of overseas large scale farm land investment has generated conflicting views among scholars and
developmental policy practitioners regarding its significance. Ethiopia has been in the spotlight in this
regard as the government was avowed to attract investment in farmland and, in return, many foreign
companies flocked to acquire large tracts of farmland, often dispossessing the local community. In this
study we investigate the perceptions of local framers on overseas farmland investments in Ethiopia
using a cross sectional survey data. We applied descriptive and inferential statistical analysis using
SPSS. The findings indicate that out of the 440 participants covered by the survey 53.6 percent of the
respondents were not happy with the activity of the investors’in their local area. The correlation results
indicate that there is significant positive relationship between the age, family Size, and off farm
employment of the respondents with that of their perception, whereas there is negative correlation
between migration statuses, educational level and farm land size with that of their satisfaction level.
Finally the logistic result indicates perception of local farmers has significant relationship with age
(0.001) and of farm employment of the respondents (0.0000) with P value less than 1 percent. Besides
Migration status (.036), family size (.044), educational level (.004), income level (.044) and farm land
size (.046) has significant association with the perception of the participants with P value of less than 5
and 10 percent, whereas sex (.537) and marital status (.843) of the respondents have no significant
relationship with their perception.
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1. Introduction

Following the widespread interest towards overseas farm land investment in the past few decades, there
has been a growing debate among scholars, media experts, social activists and policy practitioners
regarding the whole process and implementation status of such investments. Some of them considered
such large scale acquisition of farmland for agricultural investment as no different from colonization
and simply call it land grabbing rather than an investment. Others, like Lu (2017) and a study by World
Bank (2010) have positive view of large scale overseas farmland investments as a way to, on the one
hand, improve rural and agricultural development, as well as local living standards; and on the other,
increase global food production, activate global food market and achieve free movement of global food
if it is properly managed.

As a result in the last few decades there has been a growing research interest on the contribution of
overseas farmland investment for the global economy in general and the host community and the
private investors in particular. Many studies have examined the overall trends in and volume of
overseas farmland investment as well as its contribution and impacts in most developing countries in a
wide variety of setting. In this regard a study made by GRAIN (2008), Catula et al. (2009), and IFPRI
(2009) indicate that the volume of transnational large scale land deal has steadily increased in volume
from year to year such that total land transacted reached more than 20 million hectares since 20005. A
report by World Bank (2010) raises the figure to 45 million hectares. The catch phrase ‘global land
grabbing’ has been used to explain this phenomenal explosion of cross national commercial land
transactions and land transfer deals that has prevailed in recent years around the large scale production,
sale, and export of biofuel (Barros & Franco, 2010).

In this regard Sub -Saharan Africa is considered as the site of the most speculative major land deals.
For instance Daewoo, one of the South Korean firms, had a land lease deal to cultivate corn and other
crops on 1.3 million hectares of farmland in Madagascar, though finally the company failed to cultivate
it. Similarly Sudan has leased more than one million hectares of land to Gulf States, Egypt and South
Korea for 99 years (Cotula et al., 2009; Kugelman, 2010).

Ethiopia, which is the subject of this study, is among those African countries that have hosted a large
number of overseas farm land investors in the last few years. According to a report by MoFED (2010)
the country has shown an interest in overseas large scale farm land investment since the country has
large land resources and thus is suitable for large scale land investment. For instance according to the
office of the land investment report (EIA, 2011) the country has a total of 111 million hectares of
irrigable land that is suitable for agricultural investment. Of course Ethiopian economy is
fundamentally rural and relies heavily on the agricultural sector which contributes nearly half of the
GDP, 85 percent of the export, and 85 percent of the total employment (CSA, 2010). Though the
agricultural sector contributes for the lion share of the national economy, it is dominated by small scale
farmers who earn their livelihood primarily from subsistence rain-fed agriculture with only limited use

of modern inputs. Particularly, in the highlands of the country, where the majority of the country’s
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population live, the farm land holding size is very small and highly fragmented, rainfall patterns erratic
and level of productivity is low. As a result, the country has always been suffering from persistent food
shortage, particularly evident in times of famine. By capitalizing on the available huge land resource
and taking into account the need to tackle the frequently food shortage that the country faces, the
current government of Ethiopia has made a policy shift towards large scale overseas farmland
investment (MoFED, 2005). Following this policy shift, in the past few decades, the country has seen a
significant increase in the number of large scale overseas farm land investments and it has transferred
more than a million hectares of land to foreign investors (EIA, 2010). A study made by Ali et al. (2017)
confirms this in finding that large scale acquisition of farmland by foreign investors has shown
increment both in trends and total volume, though its contribution towards employment creations and
yield spillover effect to the local farmers in Africa in general and in Ethiopia in particular is limited.
However, since the inception of such large scale farmland transfer program in Ethiopia, activists, media
pundit and other have expressed their criticisms of the phenomena in Ethiopia by stating that the whole
process of land transfer is conducted by harassing and displacing the local poor farmers and in a way
that unfairly favors the investors. In this regard Desalegn (2011) stated that the investment agreements
take place in a style that unfairly favors the investors by ill-treating the local rural poor. In the same
study Desalegn called the whole process as the land to the investor, by deviating from the motto “land
to the tiller” which the present government espoused when it came to power by overthrowing the
military regime.

There is, however, no quantitatively informed empirical study undertaken to understand the perception
of local farmers regarding the whole exercise of the overseas farmland investment, though some studies
were conducted using cases analyses method at small scale level.

Therefore in this study an attempt is made to investigate the attitude and perception of local farmers
regarding overseas farmland investment in Ethiopia by taking a cross sectional survey data from a
sample of 440 participants from five regions of Ethiopia where large number of overseas farmland
investors have acquired large tracts of land. In doing so, this study utilizes various methodological
procedures and data instrument utility in order to reach sound conclusion. And then statistical analysis
follow and the results of the analysis are then discussed. This study concludes by recommending

expanded and further study into the subject matter.

2. Methodology

In order to undertake this research, data on various socio-economic and demographic variables from
household members aged eighteen years and above were collected. Thus in this study data were
obtained from primary sources through field survey. The primary data were collected through
household survey by mean of structured questionnaires and interviews with key informants. To conduct
the survey first structured questionnaire was developed comprising different parts on the lines of

demographic and socio-economic profile of the respondents and issues which relate with overseas farm
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land investment. Then the questionnaire was duplicated and admistered to each of the selected
households to be filled by the head of the household.

The data set for this study is cross sectional data types that are obtained from all regional states of
Ethiopia where overseas farm land investors operate. A total of 440 local farmers were selected as
participants for the research reported in this article.

Besides the survey questionnaire, three focus group discussions, each discussing with six to eight
discussants, were made to triangulate the information obtained through questionnaire and key
informant interview. In order to test stated study hypothesis and attain objectives of the research,
selected method of data analysis was employed. Following the data collection in the field using various
instruments, editing, data entry and data cleaning processes were carried out.

After selecting the study regions, the multi stage sampling technique was applied at regional and
village level. Systematic and simple random sampling methods were applied to select the 440
participant farmers. In the systematic random sampling methods, the (n) units are selected by taking a
unit at random from the first (K™ unit and then every K™ unit thereafter distributed evenly over the
listed population.

The survey of the household was conducted using a standardize questioners. The questioners was
designed to capture information about demographic characteristics such as family size, age, gender,
marital status and socioeconomic issues such as income level, educational status, employment nature
and others.

Logistic Regression

The logistic regression model is one of the most common approaches used to study the discussion
between two alternatives (Field, 2005). This model predicts the probability that an individual with
certain socioeconomic and demographic determinants chooses one of the alternatives (Gujarati, 2003;
Field, 2005). Thus in this analyses the logistic model can be used to estimate the satisfaction
maximization where the farmer is assumed to have preference of benefit from activates of the overseas
farmland investment that make them satisfied.

Therefore, in this research the perception of the local farmers from the benefit they incur out of the
overseas farmland investments is predicted. In other words farmer’s perception on the benefit in terms
of employment opportunity, salary, technology transfer they have got from the overseas investment is
identified.

Following Gujarati (2003) the logistic regression model form for binary choice problem could be

introduced as it showed in the equation (1):

P— k
|n_':ﬁ0 +Zﬁixij
1- P; =1 1)

Where; P; = Probability of the event occurring By = constant term, 3; = coefficient, X = Independent

Variables. The coefficient demonstrates the effects of each explanatory variables on log of odds as
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follows en Equation (2)
P
In—1 — =
— B Log odds ratio (2)

The logistic model applies the maximum likelihood estimation after transforming the dependent in to a

logit variable. The empirical mathematical model for the estimation is formulated as follows

1 e(ﬂo +Bi e P X )

P, = prob(y, =1)
®)
Finally based on the empirical model presented in equation (3) the effect of explanatory variable on
farmers perception by the farmland investment could be expressed through the following linear

relationship
FS = ﬂo + ﬂlAge + IBZSex + IB3Mari + ﬂ4Migra + IBSFamsize + ﬂ6Educ + ﬂ?lncom + ﬂSFARMSIZ + ﬂ9oﬁEmpon""+ € (4)

Where; Fs = Farmers Perception, Mari = Marital status, Migra = migration status, Famsize = Family

Size, Educ = Educational Status, FARSIZ = Farmland size, Off Employ = Off-frame employment

3. Result

For this article a sample of 440 respondents were taken as participants by means of structured
questionnaire. Data was collected from December 21/2017 to March 31/2018. The target of the
research were those farmers households who have at least their own plot of land for farming activity in
five regional states of Ethiopia wherein overseas investors have acquired large plot of farmland for
commercial agricultural investment. The results for descriptive and inferential statistics are displayed

here under in the form of percentile, frequency, correlations, and regression analysis.

Table 1. Distribution of Sample Respondents’ Demographic and Socioeconomic Characteristics

Farmers perception

Category

Good Bad Total
Age
18-30 68 (15.5%) 53 (12%) 121 (27.5%)
31-50 94 (21.4%) 95 (21.6%) 189 (43%)
>50 42 (9.5%) 88 (20%) 130 (29.5%)
Total 204 (46.4%) 236 (53.6%) 440 (100%)
Sex
Males 165 (37.5%) 205 (46.6%) 370 (84.1%)
Females 39 (8.9%) 31 (7%) 70 (15.9%)
Total 204 (46.4%) 236 (53.6%) 440 (100%)

5
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Marital Status

Married 132 (30%) 183 (41.6%) 315 (71.6%)
Single 60 (13.7%) 27 (6.1%) 87 (19.8%)
Divorced/window 12 (2.7%) 26 (5.9%) 38 (8.6%)
Total 204 (46.4%) 236 (53.6%) 440 (100%)

Migration Status

Non-Migrant 120 (27.3%) 172 (39.1%) 292 (66.4%)
Migrant 84 (19.1%) 64 (14.5%) 148 (33.6%)
Total 204 (46.4%) 236 (53.6%) 440 (100%)
Family Size

1-3 94 (21.4%) 84 (19.1%) 158 (35.9%)
4-7 70 (15.9%) 89 (20.2%) 159 (36.1%)
>7 40 (9.1%) 63 (14.3%) 103 (23%)
Total 204 (46.4%) 236 (53.6%) 440 (100%)
Educational Status

Illiterate 135 (30.7%) 178 (40.5%) 313 (71.2%)
Non Formal Education 30 (6.8%) 37 (8.4%) 67 (15.2%)
Grade 1 12 39 (8.9%) 21 (4.7%) 60 (13.6%)
Total 204 (46.4%) 236 (53.6%) 440 (100%)
Income Level

<100 Dollar per annum 74 (16.8%) 108 (24.6%) 182 (41.4%)
100-500 Dollar per annum 12 (2.7%) 6 (1.4%) 18 (4.1%)
501-1000Dollar per annum 80 (18.2%) 74 (16.8%) 154 (35%)
>1000Dollar per annum 38 (8.7%) 48 (10.8%) 86 (19.5%)
Total 204 (46.4%) 236 (53.6%) 440 (100%)
Farm land Size

<1 hector 80 (18.2%) 121 (27.5%) 201 (45.7%)
1-5 hectors 85 (19.3%) 74 (16.8%) 159 (36.1%)
5-10 hectors 39 (8.9%) 41 (9.3%) 80 (18.2%)
Total 204 (46.4%) 236 (53.6%) 440 (100%)
Off Farm Employment

Have 146 (33.2%) 96 (21.8%) 242 (55%)
Haven’t 58 (13.2%) 140 (31.8%) 198 (45%)
Total 204 (46.4%) 236 (53.6%) 440 (100%)

As it is shown in the descriptive table above out of the 440 participants covered by the survey 53.6
percent had bad perception with the activity of the foreign investors in their local area, whereas 46.4

percent of the respondents had good perception with the investment of the overseas investors. The
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perception of the local farmers was checked across their demographic and socio economic
characteristics. Accordingly, the result for the perception of the respondents based on their age group
indicates that for the age group 18-30, 15.5 percent had good perception while 12 percent of them had
bad perception. Among the adult age group of the study participants 21.6 percent had bad perception,
which is a bit higher than with the proportion of those who had good perception (21.4 percent). In the
old age group the result shows that most of the respondents had bad perception (20 percent) as
compared to the 9.5 percent who had good perception. From this we can generalize that the satisfaction
of the participants decreases as their age increase. The perception of the target group’s sample
population analyzed in light of their marital and migration status indicates that the migrants had better
perception (39.1 percent) than the non migrants (14.5 percent) while those participants who are married
were more unsatisfied (41.6 percent) than those who are single (6.1 percent). The study participants
who are educated had better good perception than the illiterate one (8.9 percent who had good
perception in the first group as compared to the 4.7 percent had good perception in the latter). Further,
those who have small family size had better perception (21.4 percent) than those having large family
size (9.1 percent). Finally, the descriptive result for the perception of the respondents based on off farm
employment opportunity and the farm land size they have for their endeavor indicate that those farmers
that have less than one hectare of land were more had bad perception (27.5 percent) as compared with
those who have large-sized farmland (With 19.3 and 8.9 percent good perception for those who have
1-5 and 5-10 hectares of land, respectively). Regarding perception of those who are off farm employed,
the result show that those employed by the overseas investors had better perception (32.2 percent) than

those who are not employed in the foreign investors’ farms.

Table 2. Correlation Result among Demographic & Socioeconomic Variables and Perception of

Local Farmers

Marital Migration Family Educatio Income Farm Off Farm  Percep
Age Sex

Status status Size nal Level level land size  Employment tion
Age 1
Sex -.006 1
Marital Status -066**  .610 1
Migration Status -.023 .539** 279%* 1
Family Size -011 -.128** -.018 -114* 1
Educational Level  -.090 138** A30** 046 .002 1
Income Level -.082 -.024 -.026 .024 -.021 -.058 1
Farm Land Size -.107* .048 .000 .035 -.050 -.018 .680** 1
Off farm Activity ~ .013 -.074 -.066 -.064 .003 -.021 A402%*  331** 1
Perception 187** -.088 -.067 -.141%* 107 -.138** -.058 -.094* .306** 1
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*Correlation is significant at the 0.05 level (2-tailed).

**Correlation is significant at the 0.01 level (2-tailed).

Note. Internal consistency reliabilities appear in parentheses along the diagonal. Age (1=18-30,
2=31-50, 3=>50); Sex (1=Males, 2=Females); Marital Status (1=Married, 2=Single,
3=Divorced/widowed); Migration Status (1=Non Migrant, 2=Migrant); Family Size (1=1-3, 2=4-7,
3=>7); Educational Level (1=Illiterate, 2=Non formal education, 3=Grade 1-12); Income level (1=<100
dollar, 2=100-500 dollar, 3 501-1000 dollar, 4=>1000 dollar); Farm land size (1=<one hectare, 2=1-5
hectares, 3=5-10 hectares); Off farm employment (1=have off farm employment, 2=Not have off farm

employment); perception of local farmers (1=Good, 2=Bad).

As indicated above there is significant positive relationship between the age, family size, and off farm
employment of the respondents with that of the perception of the local farmers about the farmland
investments by overseas companies in their area. That is respondents from the young age and small
sized family groups had better perception than the adult and old age group and those who have large
family size. At the same time those local farmers who have off farm employment at the investors’
investment have positive outlook for the overseas investors. There is negative correlation between
migration status, educational level and farm land size with that of the perception of the local framers.
This indicates that when the educational level and farm land size of the local farmers increase
satisfaction rate also increases. Similarly migrant laborers had better perception than the indigenous
communities around the investment area. During the survey we tried to investigate the attitude of the
local people through FGD and in depth interview about the investments in farmland in their area by
foreign investors. During the discussion those participants who have no off farm employment, the adult
and old age group, the illiterate segment, and those who have small farm land size exhibited negative
impression towards the commercial farm investments by stating that most of their land is transferred to
the foreign investors by the Government dimming their future and they described the investments as
unfair that give undue advantage to the investors. Besides, they added, the salary paid in off farm
employments, the trickle down benefits they get from the investments and the compensation paid when
their land was taken by the investors has not satisfied them. They say it has left them destitute, with
means too inadequate to support their daily livelihood and that has led them to perceive the whole
investment process as more of exploitation of their cheap labor and resources rather than helping them
to share knowledge, technology, and generate, to some extent, modest income that improves their life.

On the other hand respondents from the young age group, those who have off farm employment, large
family size, relatively better education, large farm land and the migrant laborers have positive outlook
towards the agricultural investment of the foreign investors since it has benefited them in many ways
though the net gain is small. According to the respondents who have large-sized family, the investments
are useful as they have created more off farm employment opportunities to their family members. The

local farmers who have small-sized farm land and the uneducated express that the investment have a
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trickle down benefit by way of additional income generation through employment in off farm activities
of the investors after completing activities in their own small farms. On the other hand those who have
large-sized farm land said they are satisfied since the investments have helped them by creating market
opportunity both for farm inputs and their agricultural produces, in addition to the access to
technological assistance for their farming activities.

Below, the differential of local farmers’ perception is examined using the logistic regression model. As
it is known the logistic regression analysis tries to determine whether an event will or will not
materialize, or, in the context of this study, whether a person is satisfied or not satisfied. In order to
prepare the available data for the logistic regression analysis the data were coded as 1 for good
perception and O to represent those who had bad perception Table 3 below shows the result of the
logistic regression analysis for demographic and socio - economic determinates of satisfaction. Then

the discussion on each result is followed.

Table 3. Logistic Regression Results on the Predictor Variables of Farmer’s Satisfaction Level

B S.E. Wald Df Sig. Exp(B)
Age 471 145 10.624 1 .001* 1.602
Sex .266 431 .380 1 537 1.304
Mari -.043 .218 .039 1 .843 .958
Migra -.550 .262 4.415 1 .036*** 577
Step 1° FamSiz .282 .140 4.071 1 044***  1.325
EDUC -.437 152 8.305 1 .004** .646
Incom -.267 133 4.052 1 .044*** .766
FARSIZ -.408 204 3.994 1 .046*** .665
Off Employ 1.912 .265 51.995 1 .000* 6.766
Constant -1.599 704 5.165 1 .023*** .202

a. Variable(s) entered on step 1: Age, Sex, Mari, Migra, FamSiz, EDUC, Incom, FARSIZ, Off
Employ.

(*)(**)(***) Indicate that respective variable is significant at 1, 10 and 5% level.

B = represent the increase or the decrease in the log odds of occurrence of perception of local farmers

Exp (B) = indicates the logistic estimates in the odds of satisfaction for a unit change in the predictor

variable when the effects of others is statistically controlled.

Table 3 above displays the regression result for the equation run to cross-check the relationship
between the perception of local farmers regarding farmland investments by overseas companies across
the different socio-economic and demographic characteristics. This include the response of the

respondents within the different segments of age, sex, marital status, migration status, educational
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profile, income level, farm land size, and off farm employment. Finally, the logistic regression analysis
result indicates that perception of local farmers has significant relationship with age (0.001) and off
farm employment of the respondents (0.0000) with P value less than 1 percent. Besides, the migrant
laborer status (.036), family size (.044), educational level (.004), income level (.044) and farm land size
(.046) have significant association with the perception of the participants, with P value of less than 5
and 10 percent, whereas sex (.537) and marital status (.843) of the respondents have no significant
relationship with that of the perception respondents. The R-squared (0.201) result shows that a one unit
change in the independent variable result a 20 percent change on the dependent variable. This implies
that all variables jointly can influence the independent variable, that is, perception of the local

community. Thus the model is sound and fit to run the regression.

4. Conclusion and Policy Recommendation

Obviously all form of investments become effective and efficient when the investments are carried out
in a spirit of cooperation among the investors, who are the owner of the capital, the local community in
which the investments undertaken, and the state administrative organs which are responsible to execute
policy and legislation. Definitely, effective large scale farmland investments by overseas investors has a
wide range of utility to the host country that has large unused arable land and the capital owner
countries, the private inventors and the local community where the investments are to be implemented.
It is with this understanding in mind that this study set out to assess the satisfaction level of the local
community in Ethiopia in respect of farmland investments by foreign companies taking a cross
sectional survey data from a sample of 440 local farmers in five regional states where there are
large-scale investments in farm land.

As it is shown in the descriptive result out of the 440 participants covered by the survey 53.6 percent of
the respondents were not satisfied with the activity of the investors’ in their local area. Whereas the
reset 46.4 percent satisfied with the investments as a result of the direct and indirect benefits they got
from the investment.

The correlation result for the demographic and socioeconomic characteristics with that of the
respondents’ satisfaction in respect of the farmland investments by the foreign investors indicates that
there is significant positive relationship between the age, family size, and off farm employment of the
respondents with that of their perception towards the investment. This means there is better outlook for
the investment among the young age group and those with small family size than the adult and old age
group and those with large family size. At the same time those local farmers who have off farm
employment at the investors’ investments have positive outlook for the overseas investors. On the other
hand there is negative correlation between migrant laborer status, educational level and farm land size
with that of their satisfaction.

Finally, the logistic regression analysis result indicates that the perception of local farmers has

significant relationship with age (0.001) and off farm employment of the respondents (0.0000), with P
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value less than 1 percent. Besides migrant laborer status (.036), family size (.044), educational level
(.004), income level (.044) and farm land size (.046) has significant association with the perception of
the participants, with P value of less than 5 and 10 percent. Sex (.537) and marital status (.843) of the
respondents have no significant relationship with that of their perception.

Inadequate compensation for the land taken from them,, low wage paid by the investors for off farm
employment, shrinking farm land for the expanding family, and the destruction caused to communal
land resources and forest ecology by the investors were the main reasons that were mentioned by local
community members during the FGD and in depth interview as the main reasons for their
dissatisfaction towards the farmland investments by the foreign investors.

Further, particularly the adult and the old age group and the indigenous community members in the
investment area detest the investments by associating the whole phenomenon with colonization. They
also mentioned that the current land policy of the country does not guaranty land tenure security, as
land ownership belongs to the government as per the stipulations of the current constitution. Thus,
according to them, they have no confidence that what is left off for them currently to till would not be
given for those investors. in the future.

Thus, finally, we give the following recommendations to make the investment effective and beneficial
for both the local people and the investors in a win-win approach.

1. As we understood during our field visit and documents analysis the government organs that are
responsible direct the whole process of the investments have no policy document that will direct their
regulatory actions, particularly in relation to overseas farmland investments. Thus there is a need to
formulate a clearly described policy document on how to manage, evaluate, and settle disputes
compromising all stakeholders of the investment.

2. There should be a base line awareness creation among the illiterate and marginalized local rural
people about the contributions and significance of the investment before land is given to the investors.
3. There is a need to have a strong commitment agreement between the responsible government organ
and the overseas investors to undertake environmentally friendly green investments in conformity with
the code of ethics that was established by the World Bank.

4. 1t is better to give use right certificate to the local community members to create a sense of security
of tenure in the land they lawfully possess.

5. Finally it is better to apply scientific method of cost benefit analysis in determining the
compensation payable to farmers whose land is transferred to investors so as to minimize the
dissatisfaction among the local community members. In addition to this, we recommend that it is better
to ensure that the local community to derive direct and indirect benefits from the investments, using
various mechanisms such as by developing the local infrastructure and running social services

supported by the investors.
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