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I. INTRODUCTION 
 

Customary land and forests in developing countries are more embedded in the global economy than ever. 

Recent spikes in commodity prices, the growing influence of emerging economies on global demand for 

raw materials, and growing concerns about energy security have led to a renewed interest in farmland in 

the global South. Interest among major consumer countries to secure long-term access to land and its 

products (food, fuel, fiber, environmental services), financial speculation, the re-positioning of domestic 

and foreign investors to capitalize on new economic opportunities and an enabling role of government 

and local elites in host countries have stacked the cards in favor of large-scale land acquisitions (Cotula 

2011a; German et al. 2011; HLPE 2011). 
 

Increased private sector investment in land-based enterprises is widely welcomed for its opportunity to 

provide a much-needed stimulus to rural economies and national economic development through 

employment and revenue generation, an improved balance of trade, and economic and technological 

spillovers (ESMAP 2005; ECG 2006; MEWD 2008; RoM 2009; World Bank 2010). However, there is an 

increasing recognition of the social and environmental costs of these investments – including 

infringements on customary land rights, social displacement, deforestation and loss of important forest 

products and ecosystem services (Achten and Verchot 2011; German et al. 2011; Koh and Wilcove 2008; 

Lapola et al., 2008). There is also limited evidence of the extent to which the intended economic benefits 

of these investments to local communities and society at large actually accrue. This paper explores the 

institutional mechanisms and governance instruments available for governing the behaviors of actors 

along the value chain and related social, economic and environmental impacts. Through a review of the 

formal features and functions and actual performance of diverse levels and forms of governance 

(responsible finance, regulatory and market-based instruments governing production and processing, and 

regulations in consumer markets), the paper highlights the strengths and shortcomings of existing 

governance instruments for capturing meaningful benefits of land-based investments while minimizing 

their social and environmental costs. 
 

Following a brief review of the literature on the challenges associated with leveraging the desired benefits 

and mitigating the negative effects of large-scale land acquisitions, the methodology is discussed.  Findings 

are then presented in two sections: a review of the formal features of multi-level governance mechanisms 

in place to guide agricultural investment and govern its social and environmental effects, and a review of 

the evidence of their effectiveness in practice – with a focus on Africa. The paper concludes with a 

discussion of implications for sector governance, including possible pathways for better aligning 

investment trends and related impacts with policy aims in land-based sectors of the global South. 

mailto:lgerman@uga.edu
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II. ENHANCING THE BENEFITS AND MITIGATING THE COSTS OF LARGE-SCALE LAND ACQUISITIONS: 

A CHALLENGE FOR GOVERNANCE 
 

This section reviews the literature on the benefits and costs of large-scale land acquisitions in developing 

countries, and the challenges of realizing related policy aims while mitigating the costs. 
 

Have the Intended Benefits Accrued? 
 

For host countries, one of the primary aims of large-scale investment is the stimulation of rural economic 

development (ESMAP, 2005; ECG, 2006; Timnas BBN, 2006; MEWD, 2008; RoM, 2009; Andrade and 

Miccolis, 2010; World Bank, 2011). This may happen through a number of pathways, including 

employment creation, corporate social responsibility practices (e.g. contributions to social services and 

infrastructure), through business models that generate value for local communities (e.g. outgrower 

schemes, joint ventures), or via direct and indirect economic spillovers. Historically, there are a number of 

positive examples where plantation agriculture has yielded significant benefits to rural communities 

through employment, infrastructure improvements, increases in land value, and income from smallholder 

cultivation (Potter and Lee 1998; World Bank 2010). Yet there have also been many failures (Nogendorn 

and Scott, 1981). 
 

One of the primary benefits anticipated from plantation agriculture is formal employment (Peters and 

Thielmann 2008). The literature suggests that employment benefits from plantation agriculture are, 

however, highly variable. The oil palm industry in Southeast Asia employs anywhere from 0.08 to 0.5 

people per ha, with higher employment rates associated with smallholder-based production, followed by 

smaller and less technologically advanced plantations (World Bank 2010). While Brazilian sugarcane and 

ethanol production have generated significant direct employment, mechanization has led to a 62% 

reduction in employment intensity on estates (Ortiz and Rodrigues, 2006; Dufey, 2008)1. Similar trends 

characterize the soy sector, in which mechanized cultivation generates only 0.05 to 0.06 jobs per ha on 

average (Bickel and Dros 2003). Jatropha, the crop most associated with biofuel-related land acquisitions 

in Africa (Schoneveld, 2012), has been estimated to generate between 0.06 and 0.17 jobs per ha 

(Schoneveld et al., 2011). Such employment gains should be weighed against the economic returns from 

displaced land uses. Lack of data makes such an analysis difficult, but a recent publication suggesting 

strongly negative net returns to land for a jatropha plantation in Ghana (Schoneveld et al. 2011) points to 

the crucial importance of evaluating the potential of different feedstocks and mechanization levels under 

different land use change scenarios to generate net benefits from employment and for affected land 

users. 
 

Employment gains also rest on the quality of employment. Evidence suggests that the tendency for 

plantation employment to be unskilled (and thus poorly remunerated) and a significant proportion of jobs 

to be temporary undermine potential poverty alleviation benefits (Macedo 2005; Marti 2008; World Bank 

2010). Yet a recent review of biofuel and multi-purpose feedstock plantations suggest that perceived net 

livelihood outcomes among employees tend to be positive. The benefits cited by employees resulted from 

either a net increase in household income or from the regularity of income flows, and to social services 

                                                           
1
 The World Bank (2010) estimates 0.15 jobs per ha for mechanized production. 
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available to employees (Dayang Norwana et al. 2011; Lima et al. 2011; Schoneveld et al. 2011). Yet in sites 

involving the displacement of indigenous groups, employees may also perceive net negative impacts due to 

poor working conditions and the difficulty associated with shifting away from traditional livelihood 

activities to waged labor (Obidzinski et al., 2012). 
 

Another purported benefit from industrial-scale plantations is the ability to leverage private sector 

expertise and finance to support small-scale growers. Growing feedstock on contract can provide access to 

inputs and services that may otherwise have been difficult to acquire due to capital constraints. In a case 

study from Sabah, Malaysia, traditional land uses on property remaining in the hands of smallholders have 

largely given way to oil palm due to the economic advantages it provides (Dayang Norwana et al. 2011). 

Yet evidence from several countries suggests that those with more land or capital are better able to 

capture opportunities associated with emerging industries. In Indonesia, in sites where households were 

wealthier and more market savvy on average, small-scale growers were able to establish more beneficial 

partnerships with industry than in other cases where growers were in a weaker bargaining position 

(Obidzinski et al. 2012). Under Brazil’s Social Fuel Seal program, levels of participation of smallholders are 

reportedly constrained by the difficulties faced in negotiating fair contracts with more powerful 

companies (Garcez and de Souza Vianna 2009; Hospes and Clancy 2011). And in the emerging jatropha 

industry, unfavorable terms in smallholder contracts and uncertain markets led to a situation in which 

smallholders were bearing much of the risk of an industry trying to get on its feet (German et al. 2011; 

Skutsch et al. 2011). In Indonesia’s Nucleus Estate Smallholder Scheme, variations in contract conditions 

and market prices for oil palm have led to highly variable livelihood impacts (World Bank 2010). While 

significant gains have been reported for some households, others have had difficulty paying off loans and 

face a risk of perpetual indebtedness (Colchester and Jiwan 2006; Marti 2008). A comparative study of 

biofuel partnerships between investors and local communities also found mixed results from outgrower 

arrangements (Quiñónez et al. 2012). As illustrated by the sugarcane settlement schemes in southern 

Africa, there are often trade-offs between yield and income gains on the one hand, and subsistence 

production and household food security on the other (FAO 2008; Tyler 2008). 
 

The literature suggests that the potential for smallholders to benefit from partnerships with industry 

depend on a host of factors, among these the nature of contracts, characteristics of the crop, the degree 

to which smallholders are self-organized, market prices, land tenure and availability, household income 

diversification, a household’s prior experience with large-scale investors, investor practices (staffing, 

product grading/pricing), diversification of market outlets2 and national economic policies (CSBF 2010; 

Freeman et al. 2009; Glover 1990; Lamb and Muller 1982; Porter and Phillips-Howard 1997; Rist et al. 

2010; World Bank 2010). This complexity raises significant challenges for achieving official policy aims 

related to smallholder-inclusive growth. Furthermore, the transaction costs associated with contract 

farming schemes may serve as a disincentive for investors to move beyond the nucleus estate model or 

to source from smaller operators in the absence of incentives. This suggests that net benefits to 

smallholders should not be assumed, and that proactive efforts are needed to enable a meaningful level 

of engagement of small-scale growers under an industrial-scale agricultural investment model. Yet 

                                                           
2 Where large investments are needed for processing facilities monopsony is more likely to occur, thus restricting smallholder 
market outlets to a single buyer and thus undermining their ability to shape the terms of payment (World Bank 2010). 
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ultimately, whether or not the rural poor benefit from biofuels (and presumably) other agricultural 

investments depends not on the inherent characteristics of the crops or technologies, but on the 

political, institutional and legal frameworks shaping the way they are developed (Quiñónez et al. 2012). 

The same study concludes that it is not large-scale land acquisitions or investments at all but alternative 

business models that work best for smallholders, such as tripartite arrangements between smallholders, 

small-scale processing plants and cooperatives. 
 

Wider infrastructure and social service benefits can also be derived from corporate social responsibility 

practices if companies match their contributions to locally felt needs (Garvin et al. 2009). Yet here too, 

promises of social services such as schools and clinics at the time of negotiating land access with affected 

communities often result in disappointment when these services benefit only employees and their 

families (Obidzinski et al. 2012). 
 

While it is beyond the scope of this article to analyze national level benefits, a host of macroeconomic 

rationales are also put forward for industrial-scale agricultural investment models. Two of the most 

important include tax revenues and technological spillovers to domestic industry. Yet with the generous 

fiscal incentives being employed by host countries to attract investors or grow domestic industries3 and 

limited mechanisms to stimulate business linkages with domestic industry, it is unclear whether the 

perceived macro-economic benefits are likely to accrue. The case of Zambia is instructive, in the difficulty it 

has faced in adjusting the fiscal regime for the mining sector so as to capture greater revenue from its 

natural resource wealth (Bigsten and Tengstam 2008; Frazer and Lungu 2007). Other sources point to the 

paradoxes that often characterize government policy decisions, with improvements in macro-economic 

indices not always translating into rural livelihood benefits for areas most affected by investments (Garvin 

et al. 2009; Kumah 2006). 
 

Have the Costs been Effectively Mitigated? 
 

The social costs of large-scale land acquisition are largely associated with the displacement of customary 

land users and uses. Economic losses stem from the loss of traditional income streams and from 

difficulties faced in livelihood reconstruction. While land transfer can involve compensation, the 

patchiness of national laws requiring compensation, the tendency for payments to visible improvements 

rather than land, variability in the compensation paid to different communities, and poor governance of 

payments received within affected communities has meant that the potential of compensation to 

translate into livelihood opportunities for affected households has largely failed to materialize (Cotula 

2011b; German et al. 2011). Furthermore, cases where investors seek to offset losses by channeling 

other economic benefits to affected households or to customary rights holders living in the area are rare.  

In several case study countries, a preference for extra-local hiring was instead observed. 
 

Where agricultural expansion is associated with industrial-scale plantations, significant environmental 

impacts can also accrue. A recent study of the impacts of investments in biofuel and multi-purpose 

feedstocks in forests and woodlands (areas often targeted for investment to minimize competition with 

                                                           
3 See, for example, Mozambique’s Code of Fiscal Benefits (Law no. 4/2009); ZDA (2011); Tanzania Investment Act of 1997 

(http://www.tic.co.tz/). 

http://www.tic.co.tz/
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cropland) found agroindustrial expansion to be directly associated with deforestation in most case study 

sites – with the proportion of biofuel feedstock expansion occurring at the expense of forests ranging 

from 13 to 99% (German et al. 2011b). The highest rates were observed for oil palm plantations in 

Indonesia, and the lowest for soy in Brazil – where a combination of stringent government regulations 

on forest conversion, the use of satellite imagery to monitor compliance, and a moratorium on soybeans 

grown in newly deforested areas have gone a long way to minimize forest conversion associated with 

direct land- use change in the context of agricultural expansion (Obidzinski et al. 2012; Lima et al. 2011). 

Importantly, while select cases illustrated the expansion of biofuel feedstocks into secondary forest and 

fallow, genuinely degraded land was not targeted for cultivation in any of the cases. This is in part due to 

the tendency among host country governments to target forests and woodlands for agroindustrial 

expansion so as to minimize negative effects on food security, and for industry to target these areas to 

avoid the challenges associated with land appropriation and resettlement, and to maximize timber 

revenues (Casson 1999; Holmes 2002; Valentino 2011; German and Schoneveld in press; Obidzinski et al. 

2012). The profit motive also deters investors from targeting degraded land. 
 

Forest conversion carries a host of environmental impacts with important implications for local livelihoods 

and environmental services of national significance (in addition to climate change). Declines in air and 

water quality due to factory effluent/emissions and land cover change; changes in the incidence of crop 

and human pests and disease; degradation of protected forests and agricultural lands due to indirect land 

use change effects; and changes in hydrological regimes and flooding events (Dayang Norwana et al. 2011; 

Obidzinski et al. 2012; Schoneveld et al. 2011). Yet from the perspective of the emerging biofuel industry, 

the implications of these land use changes for the climate mitigation potential of biofuels is paramount. A 

recent study of the climatic implications of direct and total (direct + indirect) land use change associated 

with the expansion of biofuel and multi-purpose feedstocks found carbon debts ranging from 254–1579 

tonne/ha CO2 equivalent (eq.) and 266–1744 tonne/ha CO2 eq., respectively (Achten and Verchot 2011). 

These carbon debts were estimated to postpone greenhouse gas reductions from biofuels by more than a 

human generation (and up to several hundred years), compromising biofuel’s ‘green fuel’ label for the 

feedstocks and ecosystems studied. 

 

III. METHODOLOGY 
 
Conceptual Framework 
 
The conceptual framework consists of both a schema to classify the governance instruments to be 

reviewed, and a set of evaluation criteria.  The first step in framework development consisted of a literature 

review to identify the mechanisms available to govern land acquisitions and agricultural investment more 

broadly.  Identified governance instruments were then classified according to the actors and processes 

upon which they act, and the stage at which they enter an investment process.  The resulting schema 

(Figure 1) matches governance instruments to the key actors they are designed to influence: project 

financiers, host country governments, project developers, actors involved in post-harvest processing and 

trade, and consumers.   For the sake of simplicity, when presenting findings these are further classified into 

mechanisms for governing: (i) finance; (ii) production and processing; and (iii) consumption. It should be  
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noted that international law as a stand-alone governance instrument is left out of the analysis, because it is 

assumed that to have an effect it must be ratified and incorporated into national law. The review of national 

legislation is therefore designed to cover both regulatory levels. Where international agreements are under 

formulation or yet to be implemented, yet are highly relevant to the governance of large-scale land 

acquisitions, they are included in the review of national legislation. 

 

Evaluation criteria had to be simple enough to be relevant to all governance instruments and feasible 

analytically, while also being meaningful in gauging the instrument’s likely effectiveness in shaping 

behavior. Three key criteria were identified.  The first, substantive scope, evaluates the range of social, 

economic and environmental outcomes the instrument purports to govern or influence.  Also included within 

substantive scope is the way in which identified outcomes are framed, including: (i) their specificity (for 

example, where principles are broken down into criteria, and criteria into measurable and objectively 

verifiable indicators); and (ii) the extent to which they are outcome rather than process-oriented (emphasizing 

not the actions that must be undertaken, but the outcomes that must be achieved from such actions).   The 

second criterion, reach or membership, assesses the proportion of investments to which a particular instrument 

applies.  For regulatory instruments, reach is considered absolute for those jurisdictions to which the instrument 

applies; for voluntary instruments, reach is a function of voluntary compliance or membership.  The third and 

final criterion consists of implementation mechanisms, with a focus on enforcement or compliance verification. 

For regulatory instruments, the analysis looked at levels of monitoring and enforcement.  For voluntary, 

market-based instruments, the analysis instead looked at the presence and independence of reporting, 

verification and grievance mechanisms, and the extent to which sanctions are applied in cases of non-

compliance.   

 

In addition to presenting the framework, it is important to comment on the way in which the three 

evaluation criteria are likely to interact to produce meaningful governance outcomes.  While the criteria 

undoubtedly act synergistically, it would also appear likely that the quality of the governance outcome is 

strongly determined by the weakest of the three components – akin to Leibig’s Law of the Minimum4.  A 

governance instrument with a broad substantive scope and reach but with weak implementation 

mechanisms is likely to lack ‘teeth’ and is therefore unlikely to yield significant governance outcomes.  

Similarly, an instrument lacking in reach or membership but strong on other accounts will govern outcomes 

for only a small proportion of investments.  Finally, the effectiveness of instruments with broad 

reach/membership and well-developed implementation mechanisms but covering only a limited array of 

relevant outcomes (e.g. biodiversity impacts) defined in such a way that these outcomes are not objectively 

verifiable, is likely to be limited to the scope of the mechanism and conditional on the good will of the 

actors it seeks to govern to achieve even these outcomes. 

 

Review Methodology 

 

The methodology for evaluating each governance instrument was broken down into two analytical phases.  

                                                           
4
 Initially developed in the context of plant sciences, the law states that plant growth is controlled not by the total 

amount of nutrients available, but by the most limiting nutrient.  It has since been applied to many other phenomena. 
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The first consisted of a review of the formal features of the instrument, which relied primarily on a review 

of official documentation promulgated in association with the instrument (e.g. websites, codes of conduct, 

standards).  This analysis focused on the three evaluation criteria: substantive scope, reach and 

implementation mechanisms.  Findings from this analysis are presented in Section IV.  The second phase 

consisted of a review of available literature on the effectiveness of the instrument in practice.  As this 

literature is patchy, with unequal treatment given to diverse types of governance instruments and a rather 

limited body of evidence overall, this analysis should be seen as complementary to the evaluation of formal 

features rather than as an analysis that stands on its own merit.     

 

IV. ALTERNATIVE GOVERNANCE MECHANISMS: AN OVERVIEW 
 

In this section, the formal features of diverse mechanisms for governing the social and environmental 

impacts of large-scale land acquisitions are reviewed.  

 

Finance 
 

Efforts to incentivize commitments by the financial sector to social and environmental sustainability have 

been motivated by the concern that social and environmental sustainability can affect the performance of 

investment portfolios, and by reputational concerns. This section reviews responsible investment policies 

promulgated by individual financial institutions as well as industry-wide standards. 
 

Responsible Finance Policies of Individual Financial Institutions 
 

Multilateral financial institutions (MFIs) such as the World Bank and IFC have led the banking sector in the 

establishment of responsible finance policies. The World Bank initially provided the role model for 

financial sector accountability through its establishment of an Inspection Panel in 19945 (van Putten 2008). 

It has since established a set of “Safeguard” or “do no harm” policies, the most relevant being those on 

Environmental Assessment (1999), Natural Habitats (2001), Forests (2002), Involuntary Resettlement 

(2001) and Indigenous Peoples (2005) (IEG 2010). In 2006/2007, the IFC and MIGA established a set of 

joint Policy and Performance Standards on Social and Environmental Sustainability (Box 1), which have 

since become the de facto benchmark for socially and environmentally responsible project finance in 

developing countries and emerging markets. The IFC and MIGA also established a Compliance Advisory 

Ombudsman in 1999 to review complaints by communities affected by IFC/MIGA projects, and the IFC 

established an Independent Evaluation Office in 2001 to enhance the learning culture, build external 

credibility through objective evaluations and provide independent feedback to the Executive Board (van 

Putten 2008). At present, a unified Independent Evaluation Group provides evaluation services for the 

World Bank, IFC and MIGA in the assessment of performance policies, programs, projects and 

accountability processes and for distilling lessons on what works in different contexts.6  

                                                           
5 The Inspection Panel was created as a ‘bottom-up accountability and recourse mechanism to investigate IBRD/IDA financed 

projects to determine whether the Bank has complied with its operational policies and procedures (including social and 
environmental safeguards) and to address related issues’. Available at:  http://web.worldbank.org/WBSITE/EXTERNAL/ 
EXTINSPECTIONPANEL/0,,menuPK:64132057~pagePK:64130364~piPK:64132056~theSitePK:380794,00.html (Mar 30, 2012). 
6 See: http://ieg.worldbankgroup.org/content/ieg/en/home/about.html (accessed Apr 17, 2012). 

http://web.worldbank.org/WBSITE/EXTERNAL/%20EXTINSPECTIONPANEL/0%2C%2CmenuPK%3A64132057~pagePK%3A64130364~piPK%3A64132056~theSitePK%3A380794%2C00.html
http://web.worldbank.org/WBSITE/EXTERNAL/%20EXTINSPECTIONPANEL/0%2C%2CmenuPK%3A64132057~pagePK%3A64130364~piPK%3A64132056~theSitePK%3A380794%2C00.html
http://web.worldbank.org/WBSITE/EXTERNAL/%20EXTINSPECTIONPANEL/0%2C%2CmenuPK%3A64132057~pagePK%3A64130364~piPK%3A64132056~theSitePK%3A380794%2C00.html
http://ieg.worldbankgroup.org/content/ieg/en/home/about.html
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Responsible investment policies of private financial institutions tend to be significantly less developed 

than those of multi-lateral financial institutions, but also vary considerably in their scope, relevance to 

agricultural investments and the degree to which they have independent compliance and monitoring 

processes (van Gelder and German 2011). Only a few banks have developed responsible investment policies 

for relevant sectors that contain measurable, reportable and verifiable criteria (van Gelder and Herder 

2010; Rabobank 2010; SCB 2010). Furthermore, they have not advanced to the level of multilateral financial 

institutions in creating mediation procedures, compliance mechanisms or grievance mechanisms for those 

potentially harmed by projects financed by their institutions (van Putten 2008; O’Sullivan and O’Dwyer 

2009; van Gelder and Herder 2010). Finally, while institutional policies generally apply to most of the 

financial services on offer, they tend not to apply to asset management services provided to third parties 

(Perez 2007). 
 

UNEP Finance Initiative 
 

The United Nations Environment Programme Finance Initiative (UNEP FI) is a global partnership between 

UNEP and the financial sector seeking to promote linkages between sustainability and financial 

performance through peer-to-peer networks, research and training7.  UNEP FI has put forward a 

‘Statement of Commitment by Financial Institutions (FI) on Sustainable Development’ consisting of a 

declaration of institutional commitment to sustainable development, sustainability management8, and 

public awareness and communication. Signatories are required to submit a brief report annually 

highlighting implemented or planned sustainable development policies and measures, as well as reports 

produced on these issues. These reports are not publicly disclosed, and there are no guidelines on what is 

to be reported (much less clearly defined criteria and indicators (C&I)). The mechanism can therefore be 

considered to be very limited in both substantive scope and mechanisms for implementation. While UNEP 

FI has worked with the Global Reporting Initiative (GRI) to develop a Financial Services Sector Supplement 

for GRI’s Sustainability Reporting Guidelines (GRI 2008) containing a clear set of social and environmental 

sustainability indicators, the role this framework is to play in UNEP FI reporting is unclear. 
 

                                                           
7 See: http://www.unepfi.org/about/index.html (Mar 20, 2012). 
8 Including a commitment to the precautionary approach; compliance with local, national and international social and 
environmental regulations; identification and quantification of environmental and social risks; pursuit of best practice in 
environmental management; and internal reviews of progress. 

Box 1. IFC Performance Standards (IFC 2012) 
 

1 - Assessment and Management of Social and Environmental Risks and Impacts 

2 - Labor and Working Conditions 

3 - Resource Efficiency and Pollution Prevention 

4 - Community Health, Safety and Security 

5 - Land Acquisition and Involuntary Resettlement 

6 - Biodiversity Conservation and Sustainable Management of Living Natural Resources 

7 - Indigenous Peoples 

8 - Cultural Heritage 
 

http://www.unepfi.org/about/index.html
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UN Principles for Responsible Investment (UNPRI) 
 

The Principles for Responsible Investment (PRI) is a voluntary framework through which investors can 

address environmental, social and corporate governance (ESG) issues in their decision-making and 

ownership practices9. While the principles are backed by the UN, they were devised by the investment 

community. There are currently 1009 signatories with assets of approximately US$ 30 trillion (an 

estimated 7% of all global capital)10. Members are comprised of asset owners (24.7%), investment 

managers (58.8%) and professional service partners (16.6%). As for the substantive scope, outside of a 

vague commitment to “environmental, social and corporate governance (ESG) issues,” the principles are 

largely process-oriented (Box 2). While each principle is accompanied by “possible actions,” there are no 

criteria and indicators to specify what ESG might mean for different signatories. 
 
 

Box 2. UN Principles for Responsible Investment 
 

1.   We will incorporate ESG issues into investment analysis and decision-making processes 

2.   We will be active owners and incorporate ESG issues into our ownership policies and practices 

3.   We will seek appropriate disclosure on ESG issues by the entities in which we invest 

4.   We will promote acceptance and implementation of the Principles within the investment industry 

5.   We will work together to enhance our effectiveness in implementing the Principles 

6.   We will each report on our activities and progress towards implementing the Principles 
 
 

As for implementation, the primary mechanism constitutes an annual online reporting survey to be filled 

out by signatories. While participation in this survey is mandatory for all asset owner and investment 

manager signatories following a one-year grace period, the 2011 progress report compiles self-reported 

data for only 539 respondents. Of those reporting, the majority but not all of respondents reported having 

a responsible investment policy (94% of asset owners and 93% of investment managers). The 2011 

progress report (PRI, 2011) found just over half of externally managed funds subject to “ESG integration” 

among asset owners. Importantly, 40% of these external assets were managed by PRI investment 

managers. However, only a third of the asset owners reporting to have some of their externally managed 

funds subject to ESG integration apply a broad range of responsible investment criteria to their contracts 

with external investment managers. And among those that do, levels of monitoring were found to be 

weak.  Investee disclosure practices (Principle 3) were slightly better, with 71% of signatories asking 

companies to integrate ESG information into their financial reporting and 45% asking them to use the 

Global Reporting Initiative as a reporting framework. Yet only34% of signatories employed tailored surveys 

to request ESG information from companies. 
 

Equator Principles 
 

The Equator Principles (EP) are a credit risk management framework for determining, assessing and 

                                                           
9
 See: http://www.unpri.org/about/ (Mar 20, 2012). 

10 Based on an analysis comparing the internal active assets of PRI signatories with the wider global market (PRI, 2011). 

http://www.unpri.org/about/
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managing environmental and social risk in project finance11. They were launched in 2003 by 10 

international commercial banks as a voluntary set of shared environmental and social risk management 

guidelines for their project finance activities worldwide (O’Sullivan and O’Dwyer 2009). Unlike the above 

industry-wide reporting initiatives, the EP are based on internationally recognized standards12 and based 

on measurable, reportable and verifiable principles, criteria and indicators. The principles apply to all new 

project finance with a capital cost of US$10 million or greater irrespective of industry sector, and to 

finance covering project expansion or upgrades where significant impacts are anticipated. 
 

As for EP membership, there are currently 76 adopting financial institutions, representing more than 90% 

of the global project finance market (van Gelder and German 2011).  However, project finance is a niche 

market accounting for no more than 2% of the total corporate financing market, and is not a significant 

form of finance for agriculture and biofuels (Thomson One 2010, cited by van Gelder and German 2011). 

Regarding their substantive scope, for projects deemed to fall into high-impact categories, borrowers 

must carry out a Social and Environmental Assessment process to address the relevant social and 

environmental impacts and risks and propose mitigation and monitoring measures necessary to manage 

the identified impacts. For projects located in non-OECD countries or OECD countries not designated as 

High-Income, IFC Performance Standards and industry-specific environmental, health and safety (EHS) 

guidelines, in addition to relevant host country social and environmental laws, are to define the scope of 

the Assessment. For projects deemed to fall into high impact categories, an independent social or 

environmental expert must review the Assessment to assist the EPFI's due diligence and assess Equator 

Principles compliance. For projects with considerable adverse impacts on affected communities, 

borrowers have additional community consultation and public disclosure responsibilities and must 

establish a grievance mechanism. Regarding implementation mechanisms, EP financial institutions must 

report publicly at least annually on the implementation process; for those projects considered high- 

impact, they must additionally require the appointment of independent environmental and/or social 

experts to verify the information reported by borrowers. 
 

Production and Processing 
 

This section provides an overview of governance instruments targeting the production and processing 

stages of the market chain. Host country regulations and promotional efforts, multilateral efforts to 

support host country land policy reforms, and market-based instruments will be covered here. 
 

Host Country Regulations and Promotional Efforts 
 

Host countries have a number of instruments at their disposal for regulating large-scale investments to 

enhance the benefits while mitigating the costs.  Land laws are a fundamental source of authority for both 

safeguarding customary rights and regulating the process through which land may be acquired by 

investors. In a number of countries, recent land law reforms provide greater recognition of customary 

rights, local land authorities, women’s rights and resources held collectively (HLPE 2011). Policies are highly 

                                                           
11 See: http://equator-principles.com/index.php/about-the-equator-principles (Mar 20, 2012). 
12 The EP are based on IFC Performance Standards on social and environmental sustainability and on the World Bank Group’s 
Environmental, Health, and Safety Guidelines. 

http://equator-principles.com/index.php/about-the-equator-principles
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variable, but tend to include legal protections to safeguard customary rights while also providing a means 

for foreign or domestic investors to acquire land and highlighting the processes investors interested in 

customary land must go through to consult customary leaders and/or land users. In some countries, the 

legislation also highlights processes investors must go through to delineate customary land and for the 

valuation and compensation of land and land improvements (German et al. 2011). Some countries also 

provide a provisional title, making it possible to monitor investment performance prior to the allocation of 

long-term leases. 
 

Environmental impact assessment processes are also widespread, making the identification and mitigation 

of significant environmental (and in some cases, social) risks a legal requirement for investors. The 

International Association for Impact Assessment defined environmental impact assessment as “the 

process of identifying, predicting, evaluating and mitigating the biophysical, social, and other relevant 

effects of development proposals prior to major decisions being taken and commitments made.” The 

process generally involves the steps outlined in Box 3 (IAIA 1999). As early as the mid-1990s, about two- 

thirds of developing countries had enacted some form of EIA legislation (Wood 2003). In a few countries, 

such as Mozambique, agroecological zoning has also been used to identify suitable and available land, 

and to regulate where large-scale investments can be established. 
 

 

Box 3: Key steps in the EIA 
 

1.   Screening – to determine whether and at what level of detail a project should be subject to an EIA; 

2.   Scoping – to identify the issues and impacts that are likely to be important and to establish terms 

of reference for the EIA; 

3.   Examination of Alternatives – to establish the preferred or most environmentally sound and 

benign option for achieving project objectives. 

4.   Impact Analysis – to identify and predict the likely environmental, social and other effects of the 

project; 

5.   Mitigation and Impact Management – to establish the measures that are necessary to avoid, 

minimize or offset predicted adverse impacts and, where appropriate, to incorporate these into an 

environmental management plan or system; 

6.   Evaluation of Significance – to determine the relative importance and acceptability of residual 

impacts (those that cannot be mitigated); 

7.   Preparation of Environmental Impact Statement (EIS) by Independent specialist – to document the 

impacts of the proposal, the proposed measures for mitigation, the significance of effects, and the 

concerns of the interested public and the communities affected by the proposal; 

8.   Review of the EIS and Decision-making by Government Agency – this consists of reviewing the EIS 

to determine whether the report provides a satisfactory assessment of the proposal(s) and contains 

the information required for decision-making, approval or rejection, and establishment of the 

terms and conditions for project implementation; and 

9.   Follow-up by Government Agency – to ensure that the terms and condition of approval are met, 

monitor the impacts of the project and the effectiveness of mitigation measures and, where red 

flags are raised, to undertake an environmental audit and/or impose fines or sanctions. 
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A number of promotional efforts have also been employed by host countries to attract, to shape and to 

monitor investment. Investment promotion agencies, now widespread throughout developing countries, 

are offering support to investors in registering their business, acquiring land (including the establishment of 

land banks) and acquiring the necessary permits, while providing generous tax incentives. These incentives 

provide an important opportunity to set conditions on investment or on the ability of investors to benefit 

from fiscal incentives. In Zambia, for example, investors must declare in advance the number of jobs that 

will be created and how citizens’ economic empowerment will be fostered via linkages with domestic 

industries, and report annually on actual employment generation. Increasing numbers of countries are also 

establishing agricultural growth corridors or agroindustrial development schemes, for which public 

subsidies may be provided in the form of infrastructure or targeted fiscal incentives. Outside of an 

intentional effort within some such schemes to pair large-scale investors with smaller scale operations, 

such as in Zambia’s Farm Block Scheme, it is unclear whether there are specific mechanisms to leverage 

domestic value capture or greater participation of smallholder producers or small-scale domestic 

companies in the value chain. 
 

While beyond the scope of this report, it should be noted that regulatory and promotional measures 

designed to govern the behavior of corporations investing overseas may also play a role in shaping the 

sustainability of corporate practices. This is exemplified a June, 2008 circular promulgated by the Chinese 

government requiring companies investing overseas to adhere to social responsibility requirements and 

establishing penalties for violations (Wenbin and Wilkes 2011), and by a strategy promulgated by the EU 

to enhance corporate social responsibility (EU 2011). 
 

Multilateral Initiatives to Support Host Country Land Policy Reforms 
 

In this section, two initiatives will be covered: the Land Policy Initiative of the African Union Commission 

(AU), United Nations Economic Commission for Africa (ECA) and African Development Bank (AfDB), and 

the FAO Voluntary Guidelines on the Responsible Governance of Tenure of Land, Fisheries and Forests in 

the Context of National Food Security (the so-called ‘Voluntary Guidelines’). As the primary 

implementation mechanism for each rests with host country governments, they are reviewed in this 

section. 
 

The AU-ECA-AfDB Land Policy Initiative aims to support national, regional and international efforts related 

to land policy formulation and implementation. The Initiative kick-started with a multi-stakeholder 

workshop in Addis Ababa in 2006, which established foundational elements of a vision and roadmap and 

set of guiding principles. This was followed by the enrichment of the draft framework through Regional 

Background Papers, Regional Consultative Workshops, and meetings of African experts and African 

Ministers responsible for land. The Framework and Guidelines were then endorsed by Heads of State 

through the AU Declaration on Land Issues and Challenges in 2009 (AU 2009). As for their scope, the 

Framework and Guidelines are framed more as general principles than specific guidelines (AUC-ECA-AfDB 

2010). They acknowledge the need to: legitimize indigenous land rights systems and provide an effective 

interface between state and indigenous systems; strengthen land rights of women; enhance secure access 

through various types of tenure reform and improved land rights delivery systems; reconcile the apparent 

contradictions between pro-poor and market-driven land reforms; and improve land governance. Other 
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aspirations relevant to large-scale land acquisitions include the need to clarify property rights in agriculture 

(for both smallholders and investors); to create an enabling environment for the formal and informal 

transfer and exchange of land rights; to protect forests, grasslands and pastoral ecosystems and water 

resources; and enhance inclusive and participatory land policy development, implementation and 

evaluation. 
 

The reach of this initiative is regionally comprehensive, in the sense that it targets all African Union 

Member States. Yet the emphasis of the Constitutive Act of the AU on state sovereignty means that 

adoption of the Framework or elements therein is entirely voluntary (AUC-ECA-AfDB 2010). 

Implementation mechanisms consist of the establishment of an institutional framework by the 

Commission for coordination of follow-up activities and mutual learning by Member States, including the 

establishment of mechanisms for progress tracking and periodic reporting (AU 2009). They also include 

the establishment of an African Fund for Land Policy to support implementation, and a mandate for 

Regional Economic Communities to convene periodic regional platforms to facilitate experience sharing, 

lessons learnt and dissemination of best practices in land policy formulation, implementation and 

monitoring (ibid). A draft 5-year Strategic Plan outlines specific activities and responsibilities for 

mainstreaming land in development agendas; enhancing coordination and resource mobilization; 

communication and advocacy; enhancing knowledge and evidence generation and dissemination 

(including the establishment of a Virtual African Land Policy and Administration Facility); enhance capacity 

and skills in support of land policy development and implementation; and developing and implementing a 

monitoring and evaluation framework and indicators.13 These concrete mechanisms are backed up by an 

overarching political commitment by Member States to undertake and provide adequate financial support 

to land policy development and implementation processes ensuring equitable access to land for all land 

users and strengthening tenure security for women (AU 2009). 
 

The Voluntary Guidelines, developed through a collaborative process under the leadership of FAO, 

establishes a set of “principles and internationally accepted standards for responsible practices” for 

governing land and resource tenure.14 They are intended as a framework to guide host country 

governments when developing their own policies, legislation and programs and to allow diverse sets of 

actors (public and private) to evaluate their own actions and the actions of others. As such, they are a 

hybrid instrument between state and market, in the sense of state actors being the primary implementers 

but the mechanism being fully voluntary. As far as their scope, these guidelines include a number of 

guiding principles that should guide the actions of states and non-state actors, as well as more specific 

rights and responsibilities related to legal recognition of tenure rights and duties, transfers and land tenure 

administration. Guiding principles are summarized in Box 4. 

 
Box 4. Summary of Guiding Principles of the FAO Voluntary Guidelines 

 

States should: 

 Recognize/respect all legitimate right holders and their rights (whether or not formally recorded); 

 Safeguard legitimate tenure rights against threats and infringements; 

                                                           
13

 Land Policy Initiative meeting, Washington, D.C., April 26, 2012. 
14

 See: http://www.fao.org/nr/tenure/voluntary-guidelines/en/ (May 2, 2012). 

http://www.fao.org/nr/tenure/voluntary-guidelines/en/
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 Take active measures to promote and facilitate the full realization of tenure rights; 

 Provide affordable access to justice to deal with infringements of legitimate tenure rights; 

 Prevent tenure-related disputes, violent conflict and corruption; and 

 Protect against abuses of human rights and legitimate tenure rights by business enterprises owned   
or controlled by the State, or receiving substantial support and services from State agencies. 

 

Home states of transnational corporations should: 

 Assist these corporations and host States to ensure that businesses are not involved in abuse of 

human rights and legitimate tenure rights. 
 

Non-state actors (including business enterprises) should: 

 Respect, avoid infringing upon, and include appropriate risk management systems to prevent and 

address adverse impacts on, the human rights and legitimate tenure rights of others; 

 Provide for and cooperate in non-judicial mechanisms to provide remedy where they have caused 

or contributed to adverse impacts on human rights and legitimate tenure rights. 

 

The Voluntary Guidelines are the most comprehensive of the reviewed instruments in terms of the 

responsibilities of host country governments. In addition to the responsibilities outlined above, host 

country governments are to provide legal recognition for legitimate tenure rights not currently protected 

by law (including legitimate customary tenure rights); ensure that people are not arbitrarily evicted and 

their legitimate tenure rights not extinguished or infringed; define and publicize the categories of rights 

that are considered legitimate (including on State land); establish safeguards to protect those with 

subsidiary tenure rights and local livelihoods when recognizing or allocating tenure rights; prevent 

corruption in the allocation of tenure rights; protect customary rights to ancestral lands; hold good faith 

negotiations employing the principle for Free, Prior and Informed Consent before initiating any project 

affecting the resources for which indigenous communities hold rights; ensure that all relevant persons are 

engaged and informed in land negotiations and resulting agreements are documented and understood by 

all affected parties; take measures to prevent undesirable impacts on local communities that may arise 

from land speculation, land concentration and abuse of customary forms of tenure; support investments 

by smallholders and investments that are smallholder-sensitive and do not result in the large-scale 

transfer of tenure rights to investors; support responsible investments; inform individuals, families and 

communities of their tenure rights and assist to develop their capacity in consultations; provide 

safeguards to protect legitimate tenure rights, human rights, livelihoods, food security and the 

environment from risks that could arise from large-scale transactions in tenure rights (including provisions 

for prior independent assessments on potential positive and negative impacts of investments); contribute 

to the effective monitoring of the implementation and impacts of agreements involving large-scale 

transactions in tenure rights and take corrective action where necessary to enforce agreements and protect 

tenure rights; observe their human rights obligations when dealing with individuals and associations acting 

in defense of land, fisheries and forests; and meet their obligations under international law15.  

 

                                                           
15

 Including ILO Convention 169 concerning Indigenous and Tribal Peoples in Independent Countries, the Convention on 
Biological Diversity and the United Nations Declaration on the Rights of Indigenous Peoples. 
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Responsibilities are also highlighted for communities with customary tenure systems that exercise self-

governance, including the provision of equitable, secure and sustainable rights and effective participation 

of all members in decisions regarding their tenure systems. Investors should also ensure they do no harm 

(including to food security and the environment), respect human rights, safeguard against dispossession of 

legitimate tenure right holders, and make positive contributions to policy objectives related to poverty 

eradication, food security (including local food production systems) and rural development. 
 

While the guidelines are too new to formally evaluate their reach and implementation mechanisms, it is 

worth noting that the Guidelines are voluntary and States have the responsibility for their 

implementation, monitoring and evaluation. In line with this implementation pathway, efforts to date 

have been aimed at generating widespread buy-in during guideline formulation. During the development 

phase, this consisted of a series of regional multi-stakeholder and civil society consultations, and single 

private sector consultation16 (FAO 2012). The Guidelines will also be presented to the 38th Special Session 

of the Committee on World Food Security in Rome on 11 May, 2012 for official endorsement. Following 

endorsement, it is up to host countries to identify existing or set up a new multi-stakeholder platform and 

framework at the local, national and regional levels to foster collaboration on the implementation, 

monitoring and evaluation of these Guidelines. Development partners and UN agencies are encouraged 

to support the voluntary efforts by States through technical cooperation, financial assistance, institutional 

capacity development, knowledge sharing and assistance in developing national tenure policies. At global 

level, the Secretariat of the Committee on World Food Security is charged with reporting to the 

Committee on implementation progress and impacts on tenure governance. 

 
Market-based Instruments 

 
In the race to stay competitive and foster growth, states have increasingly deregulated and embraced 

market-oriented policies. While this has in effect yielded a substantial amount of domestic regulatory 

capacity to transnational regimes and organizations, proposals to extend international regulatory authority 

beyond economic regulation to the social, economic and ecological externalities of globalization have been 

strongly opposed by governments and corporations alike (Lipschutz and Fogel 2002). Efforts made since 

the 1970s to establish international regimes to regulate international corporate behavior have been slow 

to materialize (Haufler 2001). Increasingly sophisticated international pressure campaigns designed to 

highlight the negative effects of globalization and to encourage government action have raised the risk for 

corporations of increasing government and international regulation. It is in this context that diverse forms 

of “industry self-regulation” and non-state market-driven (NSMD) governance have emerged as a 

defensive measure to avoid government regulation (Haufler 2001). In addition to the desire to reduce the 

political risks of increasing national or international regulation and increasing civil society and shareholder 

activism, these schemes are motivated by a desire to enhance corporate reputation. In such systems, 

authority is derived from a supply chain and from external audience evaluations rather than the state, and 

rule-making and enforcement can be carried out by the same corporations being regulated (1st party 

                                                           
16 These included, respectively, almost 700 representatives of the public and private sectors, civil society and academia from 133 
countries; nearly 200 civil society representatives from 70 countries; and over 70 private sector participants from 21 countries 
(FAO 2012). 
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labeling), by industry associations (2nd party labeling) or by independent certification bodies (3rd party 

labeling) (Cashore 2002; Haufler 2001; Lipschutz and Fogel 2002). Multi-stakeholder processes have also 

gained in importance as a mechanism for enhancing the rigor of certification schemes (WWF 2010). 

Market-based governance instruments may involve standards that are higher than national or 

international standards, and have the potential to complement or supplement government regulation – 

particularly in countries with weak regulatory capacity (Haufler 2001). 

 

Voluntary, market-based governance instruments for regulating corporate practice in the agricultural 

sector are of several forms: corporate social responsibility policies developed by individual companies; 

codes of conduct promulgated by industry associations; and codes of conduct developed through multi- 

stakeholder processes. They are all voluntary, but vary considerably both internally and between one 

another in the mechanisms employed for reporting, monitoring and verification. Corporate social 

responsibility practices promulgated by individual companies and industry associations, while variable in 

quality and scope, are the weakest of the market-based mechanisms – as the scope of the codes is often 

weak (not pegged to internationally recognized standards, non-specific and largely aspirational in nature), 

the reporting (where carried out) is not independent, and there tends to be no mechanism for 

independent verification or enforcement. 

 

The literature suggests that competitive pressures make it very difficult for single corporations to adopt 

more restrictive codes of conduct due to the financial costs involved (Haufler 2001). The exception to the 

rule is perhaps certification instruments developed by commercial enterprises but pegged to consumer 

market policies which set the bar higher. An example in point are the certification schemes developed by 

single enterprises and approved by the European Union to verify compliance with its Renewable Energy 

Directive (EU-RED, discussed in greater detail below), thus enhancing access to the European market. 

Abengoa RED Bioenergy Sustainability Assurance (RBSA), covering all ethanol feedstocks in all 

geographical regions, and Greenergy Brazilian Ethanol Verification Program, restricted to the Brazilian 

sugarcane ethanol industry, are two such examples. As for the substantive scope of these schemes, this is 

largely determined by EC-RED Sustainability Criteria. However, RBSA takes a minimum compliance 

approach and specifies the greenhouse gas emissions savings in great detail while leaving interpretation of 

compliance with the other sustainability criteria up to the agricultural production unit and the auditor 

(Abengoa 2011b). The Greenergy Standard, on the other hand, specifies criteria and indicators matching 

EC-RED requirements, and exceeding EC-RED requirements in the areas of compliance with national laws 
(on environmental protection, land ownership and use rights, land use planning), sustainable water use, air 
quality, workers’ rights, land rights and community relations (German and Schoneveld 2011; Greenergy 

2011b). Both schemes also have provisions for tracking chain-of-custody and for independent audit 

(matched to ISO 17011 or equivalent standards), as a means to meet the requirements of EU-RED 

(Abengoa 2011a; Greenergy 2010a). 
 

Some authors suggest that codes of conduct promulgated by industry associations have the potential to 

be more stringent, as the competitive position of individual companies is maintained when groups of 

corporations can reach agreement on a set of common standards to be followed (Haufler 2001). While 

self-reporting is the norm, these instruments may vary considerably in the independence of the 
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verification process – with formal certification instruments being the most independent. One example of 

a code of conduct promulgated by an industry association and adopted by companies in the agricultural 

sector is the Code of Corporate Practices and Conduct of the King Report on Corporate Governance of 

South Africa, adopted by companies such as Illovu Sugar17. The Code was developed by the Institute of 

Directors in Southern Africa, representing South African business leaders from commerce, industry, 

government and other entities charged with the governance of economic enterprises18. Lacking clear 

criteria and indicators for assessing performance, its commitments to social and environmental 

sustainability are vague. Emphasis is placed on risk management, compliance with applicable laws, 

managing stakeholder relationships19, and inclusion of sustainability elements within integrated 

reporting and disclosure processes – including positive and negative impacts of the company’s 

operations and plans to improve the positives and ameliorate the negatives (IDSA 2009). General 

oversight and reporting of sustainability are to be delegated by the board to an audit committee. Audits 

are both internal and ‘external’ (with the external audit managed by an internal audit committee), and 

focused on risk –including financial, operational, compliance and sustainability elements. Other 

examples are certification instruments promulgated by industry associations, with the most extensive 

developments currently falling within the biofuel feedstock sector. The Biomass Biofuels Sustainability 

Voluntary Scheme (2BSvs), for example, was developed by a consortium of French biofuel companies 

and associations with the support of Bureau Veritas specifically in response to EC-RED. The scheme 

covers all biomass and biofuels in all regions. It takes a minimum compliance approach in which the 

scheme’s principles are pegged to EU-RED sustainability criteria, while ignoring the requirement of 

avoiding grassland of high biodiversity value pending a definition of the same by the EC (2BSvs 2011). 

The scheme also meets the EC-RED chain of custody and audit quality/independence standards. 
 

Examples of codes of conduct developed by multi-stakeholder processes include the Principles for 

Responsible Agricultural Investment (RAI), the Global Reporting Initiative (GRI) and certification schemes 

developed through multi-stakeholder processes. The PRI are a set of principles put forward by FAO, IFAD, 

UNCTAD and the World Bank Group as a voluntary standard defining what it means for an agricultural 

investment to be considered ‘responsible’ (FAO et al. 2010). Their scope, highlighted in Box 5, is relatively 

broad and backed up by statements of why each principle matters and what companies can do to enhance 

their compliance. However, there are no mechanisms in place to enhance adoption or to enable even 

voluntary reporting. Envisioned future actions nevertheless include the development of appropriate actions 

for investors, governments, donors and international agencies in translating the principles into action. 
 

 

Box 5. The Principles for Responsible Agricultural Investment 
 

Principle 1: Existing rights to land and associated natural resources are recognized and respected. 

Principle 2: Investments do not jeopardize food security but rather strengthen it. 

 

                                                           
17 See: http://www.illovo.co.za/About_Us/Group_Governance_and_Sustainability/ Governance_Sustainability_2011.aspx (Mar 24, 

2012). 
18 See: http://www.iodsa.co.za/ABOUTTHEIoDSA/AbouttheIoDSA.aspx (Mar 24, 2012). 
19 This includes managing stakeholder perceptions, processes for constructive engagement, disclosure of company dealings with 
stakeholders, communications and dispute resolution (IDSA 2009). 

http://www.illovo.co.za/About_Us/Group_Governance_and_Sustainability/%20Governance_Sustainability_2011.aspx
http://www.iodsa.co.za/ABOUTTHEIoDSA/AbouttheIoDSA.aspx
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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. 

Principle 4: All those materially affected are consulted, and agreements from consultations are 

recorded and enforced. 

Principle 5: Investors ensure that projects respect the rule of law, reflect industry best practice, are 

viable economically, and result in durable shared value. 

Principle 6: Investments generate desirable social and distributional impacts and do not increase 
vulnerability. 

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. 

 
GRI is a non-profit, network-based organization and collaborating centre of the United Nations 

Environment Programme that promotes sustainability by supporting companies to measure and report 

their sustainability performance20. GRI’s ‘Organizational Stakeholders’ include representation from civil 

society, business, mediating institutions, academia, labor, public agencies and intergovernmental 

agencies, and its Sustainability Reporting Guidelines are developed through multi-stakeholder 

processes. As for membership, the Sustainability Disclosure Database on the GRI website suggests that 

3,643 organizations have reported, with 95% of reports being GRI reporting entities – suggesting a total 

number of approximately 3,460 reporting organizations. No information is provided on the net value 

this represents. The substantive scope of the GRI standard includes both Reporting Principles and 

Guidance to enable reporting organizations to define the appropriate content and define report quality, 

and Standard Disclosures – including a set of Performance Indicators covering a wide range of 

environmental, economic, product responsibility and social (human rights, labor, ‘society’) dimensions. 

A number of Sector Supplements help to operationalize the Guidelines for specific sectors; however, 

the only supplements relevant to large-scale land and resource acquisitions include the Mining and 

Metals and Oil and Gas Supplements. The Food Processing Supplement has the potential to be the most 

relevant, but emphasizes operations owned or controlled by the reporting entity and places very limited 

emphasis on the indirect impacts associated with sourcing practices21. In the absence of sectoral 

guidance, the general reporting framework applies but may be poorly aligned with sector-specific 

impacts. Verification of compliance rests on an internal “Application Level Check” to confirm and report 

on the extent to which a report addresses GRI’s standard disclosures, and a process of external 

assurance managed by the reporting organization. 

 

GRI provides a set of qualities for external assurance and relies on the reporting organization to select 

assurance providers on the basis of these qualities. However, they do not recommend particular assurance 

providers or assurance approaches, nor do they assess whether the external assurance for a report meets 

                                                           
20 See: https://www.globalreporting.org/information/about-gri/Pages/default.aspx (Mar 24, 2012). 
21 Which is restricted to reporting on the “Percentage of significant suppliers and contractors that have undergone screening on 

human rights and actions” and, depending on its interpretation, “other indirect greenhouse gas emissions by weight” and 
“significant environmental impacts of transporting products and other goods and materials used for the organization’s 
operations” (which applies only to transport from the supplier). 

https://www.globalreporting.org/information/about-gri/Pages/default.aspx
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the key qualities22. An online Sustainability Disclosure Database23 provides public access to the reports 

submitted by GRI companies (as well as GRI-Referenced and non-GRI entities voluntarily reporting), thus 

enabling independent scrutiny of company claims. 

 

A number of emerging certification schemes are driven by multi-stakeholder initiatives, including most 

notably those relevant to forestry plantations and biofuels. The Forest Stewardship Council is the most 

prominent multi-stakeholder certification body for forestry. FSC Principles require compliance with 

national laws and international treaties and agreements to which the country is a signatory24; the 

maintenance or enhancement of the long-term social and economic well-being of forest workers and local 

communities; employment of up to date management plans; the maintenance of the ecological functions 

and integrity of forests (including the sustainable harvest and management of forest ecosystem services, 

and safeguards for threatened and endangered species); and monitoring of forest condition, yields, 

management activities and their social and environmental impacts. Principles 2 (Tenure and Use Rights and 

Responsibilities) and 3 (Indigenous Peoples’ Rights) also require that: 

 
 Operators provide evidence of long-term forest use rights (including customary rights); 
 Indigenous people and others with customary tenure or use rights maintain control over forest 

operations unless they delegate control to others with free and informed consent; 

 Forest management not threaten or diminish (directly or indirectly) the resources or tenure 

rights of indigenous peoples; 

 Sites of special cultural, ecological, economic or religious significance to indigenous peoples be 

clearly identified, recognized and protected; and 

 Mechanisms be employed to resolve disputes. 
 

Multi-stakeholder certification schemes approved by the EU for verifying compliance with Renewable 

Energy Directive sustainability criteria include the Bonsucro EU Production Standard, which focuses on 

sugarcane and has a global reach; the International Sustainability and Carbon Certification (ISCC) and 

Roundtable for Sustainable Biofuels (RSB), which each focus on all biofuel feedstock globally; and the 

Round Table for Responsible Soy (RTRS), which focuses on soybean produced globally. With the exception 

of the absence of criteria to avoid areas of biodiverse grassland in the Bonsucro standard, EU assessment 

reports state that all schemes fully meet the mandatory requirements on GHG, land-use, chain of custody 

and audit quality. Each scheme also requires compliance with relevant national laws (Bonsucro, ISCC, RSB, 

RTRS) and/or international laws and agreements (Bonsucro, ISCC, RSB). The scope of each of these 

schemes also goes considerably beyond the scope of EU-RED sustainability criteria to include considerable 

social sustainability aims, with the RSB the most far-reaching (German and Schoneveld 2011). The RSB and 

ISCC also have a host of environmental requirements which go beyond EU-RED requirements, covering 

environmental impact assessment and mitigation processes (Bonsucro, RSB25), lifecycle GHG emissions 

from each biofuel within blends (RSB), the maintenance or management of select ecosystem functions and 

                                                           
22 See: https://www.globalreporting.org/reporting/report-services/external-assurance/Pages/default.aspx  (Mar 24, 2012). 
23 Available at: http://database.globalreporting.org/. 
24 Criterion 1.3 makes explicit mention of CITES, ILO Conventions, ITTA, and Convention on Biological Diversity (FSC 1996: 4). 
25 RTRS has provisions for impact assessment and mitigation, but these are restricted to large or high-risk new infrastructure. 

https://www.globalreporting.org/reporting/report-services/external-assurance/Pages/default.aspx
http://database.globalreporting.org/
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services (Bonsucro, ISCC, RSB, RTRS), good agricultural practices (ISCC, RSB), pollution and waste 

management (ISCC, RSB, RTRS), control of invasives (RSB, RTRS) or new diseases (RTRS), and the creation 

of buffer zones and protection of ecological corridors (RSB).  As for reach, the number of participating 

operators varies considerably by scheme. FSC has also had difficulty in raising the performance bar in the 

global timber industry due to the difficulty of attracting operators from countries in which government 

regulations are less stringent than the standard or poorly enforced (Cashore et al. 2007). The 

implementation of these schemes relies on monitoring and reporting mechanisms by participating 

operators, and audits by independent certification bodies to review these materials and verify 

compliance. While transparency of audits is limited by confidentiality agreements with participating 

operators, other options exist for stakeholder input and engagement. FSC, for example, has portals for 

dispute submission; stakeholder input into assessments being carried out by FSC’s accreditation body; 

and updates and statements on concerns raised over FSC-certified plantations.26 

 

Consumption 

 

Consumer markets have the potential to set sustainability standards as a means to regulate the local 

impacts associated with market demand for agricultural products. This is demonstrated most clearly by 

the European Union’s Renewable Energy Directive, which matches a set of sustainability criteria for 

biofuels with a commitment to achieve a 20% share of energy from renewable sources in overall 

Community energy consumption by 2020 and a 10% minimum share of biofuels in transport petrol and 

diesel consumption by 2020 for all member states (Directive 2009/28/EC). Among other requirements, 

biofuels qualifying for these targets shall: result in an overall greenhouse gas emission savings of at 

least 35% (increasing to 60% by 2018) and not be made from raw material grown from land with high 

biodiversity value, high carbon stock or drained peatland. Under such a mechanism, compliance can be 

regulated by the state or by the market. In the case of EU-RED, economic operators must provide proof of 

compliance by: (i) gaining certification under a certification scheme approved by the EU; (ii) providing data 

to relevant national authorities through national compliance systems; or (iii) fulfilling terms specified in 

relevant ‘bilateral or multilateral agreements’ with third countries concluded by the EC. While no 

sustainability criteria apply to social impacts, the Commission must report to the European Parliament and 

the Council every two years on the impact on social sustainability in the Community and in third countries, 

including the impact on the availability of foodstuffs at affordable prices, respect of land-use rights, 

whether the country has ratified relevant International Labor Organization conventions, and on wider 

development issues. 

 

IV. AN EVALUATION OF THE EFFECTIVENESS OF DIFFERENT INSTRUMENTS FOR GOVERNING THE 

IMPACTS OF LARGE-SCALE LAND ACQUISITIONS 

 

In this section, recent reports and websites are reviewed for an assessment of the effectiveness of the 

aforementioned governance instruments. It should be noted that evidence of effectiveness is patchy, and 

                                                           
26 See: http://www.fsc.org/dispute-resolution-form.html;  http://www.accreditation-services.com/archives/assessments and 
http://www.fsc.org/stakeholderupdates.html (May 1, 2012). 

http://www.fsc.org/dispute-resolution-form.html
http://www.fsc.org/dispute-resolution-form.html
http://www.fsc.org/stakeholderupdates.html
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should not be considered comprehensive. Nevertheless, the evaluation helps to distill a number of general 

strengths, weaknesses and trends and thus hopefully to stimulate dialogue on possible opportunities for 

strengthening the governance of large-scale land acquisitions and their social, economic and environmental 

effects – which will be explored in the closing discussion. 

 
Finance 

 
Reviews of the effectiveness of responsible investment policies in shaping the social and environmental 

sustainability of borrowers are mixed, for both multi-lateral and private financial institutions. A report by 

the World Bank’s Independent Evaluation Group suggests that attention to social and environmental 

safeguards is reasonably good at the time of project appraisal (prior to lending), but is weak during the 

supervision of loan implementation (IEG 2010). This includes unrealistic safeguards ratings and poor or 

absent monitoring and evaluation, with heavy reliance on clients for this function.27 It also identified 

problems with IFC categorization of project risk, which effectively reduces the level of standards and 

monitoring applied. CAO contributions to this report further suggest weak control over the social and 

environmental performance of financial intermediaries and weak application of performance standards to 

advisory services; and a significant gap between theory and practice in the application of safeguards. Van 

Putten (2008) argues that the failure to establish independent problem-solving and compliance review 

mechanisms for the entire institution has caused WB Group accountability to fall behind other MFIs (e.g. 

the Asian Development Bank), and calls for mechanisms to enhance the independence of the appointment 

process when staffing MFI accountability bodies. Yet there have also been important differences in the 

past performance of different arms of the World Bank Group. Unlike the IMF CAO, the role of the Bank’s 

Inspection Panel has historically focused more on compliance with World Bank policies than on addressing 

the underlying problems (van Putten 2008). The CAO has also taken a more firm stance on human rights 

than what has been possible for the World Bank, given the restrictions placed by the Bank’s Articles of 

Agreement on interference in national politics28. Yet human rights groups have complained of inadequate 

attention to human rights even within the IFC29. Civil society groups have also critiqued the role played by 

IFC Technical Assistance and Advisory Services in shaping the legal and institutional framework for land- 

based investments in developing countries for their lack of independence, inadequate monitoring of its 

effects on poverty and negative social effects (Daniel 2011). It is important to note that the accountability 

mechanisms of the MFIs have matured over the past decade, providing mechanisms through which society 

is better able to hold them accountable (van Putten 2008). Both the Independent Evaluation Office and 

compliance advisory ombudsman of the IFC have been openly critical of the IMF’s operations, suggesting 

an increasing degree of independence of these bodies30. 
 

                                                           
27

 Bretton Woods Project (2010) ‘World Bank performance standards review reveals need to raise the bar.’ Available at: 
http://www.brettonwoodsproject.org/art-566404 (Mar 30, 2012). 
28

 The Inspection Panel is “not permitted to investigate the role of national authorities responsible for the realization of a project” 
(van Putten 2008: 321). 
29 Bretton Woods Project (2010) ‘Breaking the chains? IFC backs out of palm oil.’ Available at: 
http://www.brettonwoodsproject.org/art-565304 (Mar 30, 2012). 
30 See reports from the Bretton Woods Project, for example:  http://www.brettonwoodsproject.org/ art.shtml?x=561807 (Mar 30 
2012). 

http://www.brettonwoodsproject.org/art-566404
http://www.brettonwoodsproject.org/art-565304
http://www.brettonwoodsproject.org/%20art.shtml?x=561807
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Studies of the performance of private financial institutions are also mixed. One study found that companies 

were starting to proactively request information on the social, ethical and environmental disclosure 

required by institutional investors (Solomon and Solomon 2006). Other studies are less encouraging. A 

study by BankTrack (2010) found the proportion of international banks having responsible investment 

policies in the forestry and agricultural sectors to be limited. Another study on biofuel finance in Africa, 

Asia and Latin America found that while many investors were UN PRI signatories, none of them had 

developed responsible investment policies on biofuels that meet established quality standards (van Gelder 

and German 2011). These policies also tend to be applied only partially by participating institutions, with 

asset management services on behalf of third parties (e.g. private banking, management of investment 

funds) generally excluded (Perez 2007). Furthermore, the private financial sector has not yet followed the 

model set by multilateral institutions in implementing mediation procedures, compliance mechanisms and 

grievance mechanisms for those harmed by projects they finance (van Putten 2008; O’Sullivan and 

O’Dwyer 2009; van Gelder and Herder 2010).  While Lydenberg and Sinclair (2009) note an increasing 

tendency among institutional investors toward transparency in proxy voting and the incorporation of social 

and environmental standards and best practices into investment policies, they also claim that more 

fundamental changes are slow to materialize. 
 

Reviews of industry-wide standards are also mixed. Based on web-based statistic31s, there has been an 

upward trend in the number of signatories of the Equator Principles and UN PRI alike30. A review of the 

Equator Principles by Scholtens and Dam (2008) also found the social, ethical and environmental policies of 

Equator Principles adopters to be significantly better than non-adopters. However, other studies have found 

serious shortcomings in the social and environmental policies of signatory banks (WWF 2006). Furthermore, 

banks are disclosing very little information to enable an assessment of actual practices, and point to a 

possible disconnect between the use of the EP to reframe bank identity and actual practices (Andrew 2008; 

WWF 2006).  Some suggest the need for increased transparency in reporting on implementation, and 

adoption of a strong compliance monitoring and accountability system (WWF 2006). Yet there is evidence 

that these institutions are evolving in response to critiques, with the PRI committing itself to the public 

disclosure of a core set of questions for all investor signatories (from 2013) in response to increasing 

demand for further accountability and transparency32. 

 

Production and Processing 
 

Host Country Regulations and Promotional Efforts 
 

Recent studies on large-scale land acquisitions have highlighted a host of weaknesses in host country 

capacity to regulate both to mitigate the negative impacts and to capture the potential benefits. A number 

of recent studies have found patchy enforcement or non-enforcement of national regulations on 

environmental impact assessment in the context of large-scale land acquisitions. Of the 5 largest 

afforestation investments in Niassa Province, Mozambique, for example, only one had reportedly complied 

                                                           
31 See: http://equator-principles.com/index.php/members-reporting/members-and-reporting; PRI (2011). 
32 See: http://www.unpri.org/reporting/ (Mar 21, 2012). 

http://equator-principles.com/index.php/members-reporting/members-and-reporting
http://www.unpri.org/reporting/
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with environmental impact assessment legislation33. Similarly, a case study from Ghana found a jatropha 

investment moving ahead in the absence of an environmental permit, as required by law (Schoneveld et al. 

2011). When the Environmental Protection Agency was made aware of this after a year of operations, it 

simply requested the company to conduct an environmental impact assessment for the land not yet 

cultivated. Similarly, a forthcoming publication on the legal and institutional framework for biofuels in 

Zambia (German and Schoneveld in press) found evidence of only 3 projects having completed an EIA or 

project brief out of at least 6 companies with plantations in operation at the time of research. Other 

deficiencies included the relatively lax criteria for determining which projects are required to carry out a 

full-fledged EIA or a project brief (for which transparency and independence of assessments is limited); 

biased and ideologically oriented reporting which downplayed social risks; and limited human resources to 

adequately monitor compliance. 
 

These case studies reflect a wider trend of poor environmental impact assessment performance in 

developing countries (UNEP 2004; Wood 2003). Constraints include: failure of legislation to cover some 

direct and cumulative impacts; patchy implementation; weak enforcement; poor coordination between 

agencies at the national level and between the local and national levels; limited application of 

environmental assessment processes beyond projects to government program and policies; and limited 

efforts to monitor and improve based on experience. An exception to the rule is perhaps Brazil, where the 

regulation of forest conversion in the context of agroindustrial expansion has met with some success. The 

confluence of government policies restricting the percentage of landholdings in different biomes that can 

be deforested (the Forest Code), the monitoring of compliance using satellite imagery and a successful 

pressure campaign by civil society are jointly responsible for such outcomes (German et al. in press). The 

last of these has led to a pledge among major soybean companies to refrain from trading soybean 

produced in areas of the Brazilian Amazon deforested after July 2006, the so-called Soy Moratorium. It is 

unclear whether this success will hold, however, as agribusiness interests are reportedly eroding this 

political commitment by inducing changes in the Forest Code (Roberts 2011). 
 

Experiences with the protection of customary land rights and governing the process of land acquisition by 

investors (or government agencies on their behalf) has met with similar shortcomings. First, significant 

divergence between legislation and actual practice was found to be common. This extended to the 

acquisition of the necessary approvals, upper limits on the size and duration of land leases, agroecological 

zoning provisions, the process employed in community consultation, and compliance with agreements 

reached in community consultations. This has undermined government oversight of operations, as well as 

the spirit of government policies and local negotiations. Second, there has been limited success in 

channeling investments to otherwise unutilized or marginal land. Investments have instead targeted some 

of the most fertile land along major roads and rail lines or with high potential for irrigation, which is often 

the land that is most intensively used by local people (Anseeuw 2012).  Where land is sparsely settled, on 

the other hand, land acquisitions may displace important livelihood functions with no formal recognition 

of these social costs. Both factors have enhanced the likelihood of livelihood displacement and difficulties 

faced in livelihood reconstruction. Third, failure to adequately channel the benefits of investments to 

                                                           
33 See: http://www.portaldogoverno.gov.mz/noticias/agricultura/dezembro-2010/exploracao-florestal-niassa-exige-estudos-de- 
impacto-ambiental/ (accessed Feb 2, 2011). 

http://www.portaldogoverno.gov.mz/noticias/agricultura/dezembro-2010/exploracao-florestal-niassa-exige-estudos-de-impacto-ambiental/
http://www.portaldogoverno.gov.mz/noticias/agricultura/dezembro-2010/exploracao-florestal-niassa-exige-estudos-de-impacto-ambiental/
http://www.portaldogoverno.gov.mz/noticias/agricultura/dezembro-2010/exploracao-florestal-niassa-exige-estudos-de-impacto-ambiental/
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those most negatively affected or to smallholders in the vicinity of plantations has undermined the 

possibility of offsetting these losses through alternative livelihoods (Schoneveld et al. 2010, 2011).  Fourth, 

a strong promotional role of government has conflicted with and often weakened the regulatory functions 

which are legislated for. With central and district governments under pressure to generate revenues and 

create the conditions for enhanced economic growth and poverty reduction, the tension government 

promotional and regulatory roles has tended to stack up in favor of the investor at the expense of due 

process (German et al. 2011). This is illustrated by the indifference of government regulators to violations 

of environmental impact assessment legislation, and by the proactive role played by government in many 

countries in land acquisition (ibid; Schoneveld et al. 2011). Our research and several published reports 

suggest that this support extends from the highest levels of government (Cotula et al. 2009; German et al. 

2011a; World Bank 2011). With such momentum in support of large-scale investment, it is easy to see why 

regulatory shortcomings are so prevalent. A final set of factors relates to the way in which local actors 

relate to the opportunities and risks posed by large-scale investments. Customary leaders have in many 

cases been easily manipulated with promises of personalized benefits and “development,” often resulting 

in premature decisions, poor downward accountability or the misappropriation of benefits intended for 

affected land users (German et al. 2011). Where the wider community has been involved in consultations, 

the combination of low levels of legal literacy, limited experience dealing with investors and need (e.g. for 

regular income flows, social services) have also led to an uncritical examination of the conditions of land 

transfer – more often than not resulting in disillusionment at the time of implementation (ibid). 
 

Host country promotional and planning efforts, on the other hand, have been effective in attracting 

investors but far less effective as an instrument for domestic value capture and social and environmental 

impact mitigation. Investment promotion agencies, in a predominantly promotional role, find their options 

limited when it comes to the monitoring of investments and enforcement of provisions in investment 

agreements or provisional leases. Problems associated with ‘investors’ disguising land speculation as 

investment, insufficient use of incentives as a means to leverage domestic value capture, and poor 

integration of promotional and regulatory functions more generally remain largely unaddressed. Thus, 

while the use of investment licensing/agreements, provisional leases and tax incentives by host countries 

represent promising mechanisms for securing long-term benefits from investment, enhancing the 

participation of smallholders and helping to mitigate costs, where binding conditionalities and monitoring 

are absent the economic and technological spillovers will in practice be left at the discretion of investors. A 

recent review of biofuel policies in host countries also highlighted the lack of formal mechanisms to 

enhance smallholder participation (Schoneveld et al. 2010). In countries with more established industries 

and explicit programs designed to enhance smallholder value capture, there is evidence to suggest that 

smaller-scale operators are reaping greater benefits. However, wealthier farmers within smallholder 

communities were generally more successful in capturing these benefits due to their own capacity and to 

the transaction costs for investors associated with dealing with larger numbers of smaller-scale farmers 

(German et al. 2011). 

 

Multilateral Initiatives to Support Host Country Land Policy Reforms 

 

It remains to be seen how the AU-ECA-AfDB Land Policy Initiative and FAO Voluntary Guidelines will 
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perform in practice as an instrument of governance through the shaping of national efforts. Their 

comprehensive scope could well help in generating greater understanding among relevant actors about 

how to foster more democratic governance of land and more responsible investment in landscapes 

characterized by insecure rights. On the other hand, the literature suggests that past efforts to develop 

international law to regulate the behavior of multi-national corporations has been largely ineffective 

(Haufler 2001; van Putten 2008). If these instruments are to gain traction in safeguarding customary land 

rights and leveraging greater benefits from agricultural investment, it will be important to gain an 

understanding of the reasons for this and to explore how related barriers can be overcome. One prominent 

factor has been the difficulty of reaching political consensus between industrialized and developing nations 

due to uneven development trajectories perceived inequities in cost and benefit. This factor, together with 

efforts to mobilize political support across a broad range of stakeholders within the African continent, 

suggests that an African Union-driven initiative has greater likelihood to gain traction within domestic 

policy spheres. 

 

Market-Based Instruments 

 

Market-based instruments hold promise for addressing some of the governance shortfalls of host country 

governments, and thus complementing regulatory efforts. The requirement among some biofuel 

sustainability standards that operators must abide by national laws, for example, holds the potential to 

significantly enhance compliance with national laws in contexts of weak enforcement. However, a number 

of factors undermine their potential as an instrument for governing the socio-economic and environmental 

impacts of large-scale land acquisitions in practice. First, the voluntary nature of these instruments and 

their uneven sectoral coverage significantly limits their potential to govern industry practice as a whole. 

Secondly, the rapid proliferation of instruments by industry (with no governance-level input from non-

industry groups) currently threatens to water down standards and undermine their effectiveness in 

practice by substituting a system of checks and balances with self-regulation (German and Schoneveld 

2011; Sethi 2005). This is evidenced by the more stringent certification standards promulgated by multi-

stakeholder processes over single enterprises or industry associations, as highlighted above for the biofuel 

sector. It is also highlighted by the historical inability of the Forest Stewardship Council to attract 

companies operating in developing countries or in industrialized countries where certification would have 

meant a shift in the status quo (as determined largely by the policy context), with civil society pressure in 

the latter context instead benefiting membership of industry-led schemes (Cashore et al. 2007). A review 

of industry-based codes highlighted that an “overwhelmingly large number” fall into the category of broad 

principles which provide significant latitude for discretionary action (Sethi 2005). Furthermore, sponsoring 

organizations have generally failed to take adequate steps to implement their codes and make these 

efforts transparent (Kaptein 2004; Sethi 2005). Industry-wide codes were also found to be weakened by 

the membership imperative, with consensus-driven decision-making among members with divergent 

performance tending to drive performance standards to the lowest common denominator, further 

resulting in adverse selection problems. In summarizing the history of self- regulation, Haufler concludes 

that, “there is broad public consensus on overarching norms and principles for international business 

behavior, but little agreement on how to implement them on the ground” (Haufler, 2001: 30). While 

Haufler’s argument is a decade old, there is little evidence to suggest that the situation has significantly 
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changed. It is also important to note that deficiencies in the reporting and auditing process34 of even the 

more stringent standards mean that civil society has a crucial role to play in holding certified companies 

accountable to the standards that certify their operations. 
 

Among the forms of industry self-regulation that do not qualify as a formal certification process, GRI is 

perhaps the most rigorous in terms of its substantive scope, coverage (number of reporting entities) and, 

to a lesser extent, the verification process. However, its relevance to investments in the agricultural sector 

appears to be limited. On the GRI “benchmark” page35, summary results for the various disclosures are 

provided – with an indication of the number of reports they are drawn from (out of the total number of 

GRI-checked reports from 1 January 2011). Searches carried out under the most relevant sectoral search 

options came up with only 1 company reporting on “agriculture” globally (from Latin America), 1 on 

“tobacco” (from Europe) and 4 on “forest and paper products” (one each from Africa, Europe, Latin 

America and Oceania). This suggests that irrespective of the potential of GRI as a governance instrument, it 

is having a negligible effect on sector governance. There is a very real risk that the proliferation of smaller, 

more obscure schemes by individual companies may undermine the potential of industry self- regulation in 

putting forward self-governance processes that can engender the trust of government and civil society as 

an effective substitute for government regulation. 

 

Consumption 

 
Requirements of consumer countries and blocs have a significant potential to shape practices and related 

impacts on the ground, as they set up a powerful market incentive for the implementation of good practice.  

However, this potential is conditional on a number of factors. First, the scope of sustainability criteria 

matters a great deal in shaping practices and as an instrument for governing the impacts of large- scale land 

acquisitions, consumer country requirements have the potential to be only as good as the underlying 

requirements. This limitation is illustrated most clearly by the absence of any social sustainability criteria in 

EU-RED and the approval of several voluntary schemes taking a minimum compliance approach (2BSvs, 

RBSA) yet covering all feedstocks and all geographical regions. Given the economic cost associated with 

setting the bar higher than what is required by the market, this raises the most operators would flock to 

schemes with the lower standards – raising the risk that all or most fuel used to comply with EU member 

state renewable energy targets would lack any measure of social sustainability (German and Schoneveld 

2011). Secondly, the future emergence of major consumer markets lacking any such sustainability 

requirements has the potential to significantly undermine sustainability of the sector as a whole for those 

sectors to which the instrument applies. Finally, the sectoral coverage of such policies will profoundly shape 

the proportion of land-based investments governed by such an instrument. There is currently far more 

scrutiny being paid to biofuel production, for instance, than to food, feed or fiber, given the climate 

mitigation policy aims behind the push to biofuels and reports suggesting the tenuous or conditional nature 

of these benefits.  Other crops with far less public scrutiny would presumably fare far worse in leveraging 

the required political support to mandate sustainability criteria within key consumer blocs. Thus, while this 

                                                           
34 See, for example, the number of complaints being managed by FSC (http://www.fsc.org/stakeholderupdates.html) and reports 

issued by these agencies (Oxfam 2011; http://www.forestpeoples.org/faceted_search/results/rspo). 
35 Available at: http://database.globalreporting.org/benchmark (Mar 24, 2012). 

http://www.fsc.org/stakeholderupdates.html
http://www.forestpeoples.org/faceted_search/results/rspo
http://database.globalreporting.org/benchmark
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governance instrument holds great potential in terms of leveraging change in producer practices, its reach 

in mitigating the social and environmental impacts of large-scale land acquisitions is currently undermined 

by its limited sectoral scope and by the absence of social sustainability criteria to bolster developing country 

ambitions in the biofuel sector. 

 

Table 1 summarizes these findings by distilling key factors shaping the effectiveness of the different 

governance instruments covered in this paper. While the reviewed instruments provide complementary 

roles in governing the behavior of actors at different stages of the market chain, the limitations in sectoral 

coverage, substantive scope and specificity, reach (in terms of the proportion of actors at that stage that 

are effectively governed by the instrument) and implementation/enforcement – together with the 

emerging evidence on negative impacts and unfulfilled promises – highlight the shortcomings that remain 

in leveraging the desired outcomes of large-scale investments while providing effective social and 

environmental safeguards. 

 

V. DISCUSSION AND CONCLUSIONS 

 

This paper highlighted a host of governance instruments currently in place to govern the shape that large- 

scale agricultural investments take and their social, economic and environmental impacts. The instruments 

vary both in form (regulatory, promotional or market-based) and in the stage of the investment and value 

chain to which they apply, suggesting an important opportunity to capturing synergies between them. Yet 

an evaluation of their design features (scope, reach, implementation) and effectiveness in practice 

suggests a host of shortcomings.  These will be discussed according to their basic aims: social and 

environmental safeguards, and leveraging greater domestic value capture. 

 

In the case of social and environmental safeguards, too many instruments are voluntary in nature, relying 

on the will of financiers or investors to voluntarily agree to abide by the underlying rules and regulations. 

Evidence from voluntary certification suggests the weakness of industry self-governance in translating 

‘hard law’ (in the form of prescriptive requirements) in the private sphere (Cashore et al. 2007; German 

and Schoneveld 2011). For the large number of actors that fall outside of this net, the regulatory and 

promotional efforts of host country governments and markets in consumer countries provide the only 

mechanisms to catch the poor performers. This review suggests that whether by the nature of the 

instrument or the will with which it is implemented, the efforts of host country governments have been 

far more effective in attracting investment than in channeling it to enhance domestic value capture (for 

smallholders and rural communities, domestic industries or state coffers) or mitigating negative social and 

environmental impacts. These findings are in line with wider trends in which governments increasingly 

view their role as that of facilitators of market expansion and competitiveness than that of regulators 

(Haufler 2001). With the support of multi-lateral institutions such as the IMF and World Bank, 

governments around the world have widely accepted deregulation, privatization and market-oriented 

policies. This orientation acts in concert with strong modernization ideologies of government officials, 

including a strong belief in the potential of industrial-scale investments as an engine of economic 

development (despite its patchy performance historically), to create a pro-investment orientation that has 
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Table 1. Evaluation of the instruments for governing the social, economic and environmental impacts of large-scale land acquisitions 
 

Governance 
Instrument 

Stage(s) of 
Market Chain 
Targeted 

Sectoral Coverage Substantive Scope Specificity Reach Strength of 
Monitoring, 
Verification and 
Compliance/ 
Enforcement 

Bank due 
diligence 

Finance Medium (finance 
mechanisms of 
broad relevance, 
but policies 
targeting relevant 
sectors are limited) 

Highly variable Highly variable Limited (voluntary; 
limited coverage of 
agricultural and 
biofuel sectors) 

Weak or non- 
existent 

Financial 
industry 
benchmarks 

Finance Unknown Variable (EP wide in 
scope; others 
difficult to judge for 
lack of specificity) 

Variable (EP based on 
IFC standards; others 
lack C&I to 
operationalize 
commitments) 

Limited (EP 
constrained to 
project finance > 
US$ 10M) 

Weak 

National 
planning & 
promotional 
efforts 

Production Wide Restricted but 
critical (e.g. job 
creation, capital 
outlay, spillovers to 
domestic industry, 
business plan 
implementation) 

Variable (depends on 
the law and the 
nature of individual 
agreements) 

Potentially wide 
(national), but 
currently limited 
due to failure to 
capitalize on its 
potential 

Weak or non- 
existent 

National 
regulations 

[Finance], 
Production 

Wide Broad when taken 
collectively 

Highly variable (both 
among countries and 
among sectors within 
country) 

Wide (national) Highly variable 
(many ‘host’ 
countries weak on 
enforcement of 
social and 
environmental 
safeguards) 
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Multilateral 
initiatives in 
support of 
host country 
land policy 
reforms 

Production Wide Broad Low (Land Policy 
Initiative) to Medium 
(Voluntary 
Guidelines) 

Unknown at this 
stage, but 
potentially wide 
(aims are continental 
or global; voluntary 
nature may limit 
ultimate reach) 

Moderate 
(voluntary 
reporting by host 
countries; the rigor 
and independence 
of assessments 
remains to be 
seen) 

Corporate 
social 
responsibility 
policies 

Production, 
processing 

Variable 
(certification can 
be narrow, others 
tend to be wide) 

Often limited, but 
variable 

Limited but variable 
(tends to be higher 
with certification than 
other forms) 

Wide (many 
companies making 
claims) 

Highly variable (can 
be moderate for 
certification; 
otherwise non- 
existent) 

Codes of 
conduct 
promulgated 
by industry 
associations 

Production, 
processing 

Variable 
(certification can 
be narrow, others 
tend to be wide) 

Medium, but 
variable 

Limited (tends to be 
higher with 
certification than 
other forms) 

Moderate1
 Variable (can be 

strong for 
certification; 
otherwise 
moderate to weak) 

Codes of 
conduct 
developed 
through 
multi- 
stakeholder 
processes 

Production, 
processing 

Variable 
(certification can 
be narrow, but RAI 
is wide) 

High, but variable Variable, but can be 
high (higher for 
certification than RAI) 

Variable2
 Variable (can be 

strong for 
certification; for 
RAI non-existent) 

Sustainability 
criteria 
legislated by 
consumer 
countries 

Production, 
processing, 
trade, 
consumption 

Narrow (biofuels) Variable (EC RED 
sustainability 
criteria are of 
reasonable 
environmental 
scope, but lack 
social dimensions) 

Can be high (EC RED 
sustainability criteria 
are specific) 

Currently limited 
(restricted by sector 
and geographical 
scope), but 
potentially high 

Potentially high (EC 
RED) 

1 
2BSvs, for example, has 477 certified entities. 

2 
Of the EU-approved schemes, ISCC has by far the larger number of certified entities (1,102), followed by RSPO. Bonsucro, RTRS and RSB are a distant third. 
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helped to erode the effectiveness of the state in addressing the social and environmental externalities 

of globalization (Haufler 2001; Lipschutz and Fogel 2002). Yet is it not just ideologies of cost and benefit, 

but assumptions about the inevitability of net benefit that seem to propel government confidence in 

agro-industrial modes of development. The strong grounding of the African Union Land Policy Initiative 

in lessons learnt from history, current land policies and administration, and the wider scholarly 

literature suggests a growing awareness within the region and among political leaders of the 

deficiencies of current land policy frameworks in safeguarding the rights of customary users, women 

and other vulnerable communities and the environment. To the extent that this represents true political 

will among Member States, it raises some hope that the current tensions between poverty alleviation 

and market-driven development trajectories will be gradually reconciled. 

 

As for consumer market regulations, the recent experience of the European Union in setting policies 

that generate a strong demand for biofuels, requiring that operators meet a set of sustainability criteria 

to mitigate environmental risks and approving a set of voluntary schemes (among other mechanisms) to 

verify compliance presents a promising ‘hybrid’ model of governance linking regulatory and market- 

based certification instruments. This potential to shape practice is evidenced by the number of 

voluntary certification schemes that have emerged to seek approval, and their efforts to match their 

standards to EU market requirements. Yet the potential of this model is currently limited by its sectoral 

scope and failure to legislate for social sustainability (German and Schoneveld 2011). The ultimate 

effectiveness of certification as an instrument to enhance compliance with the law also rests on an 

active civil society able to identify disconnects between investor commitments on the one hand (as 

embodied in a certification standard) and actual practices on the other. 

 

Regarding efforts to leverage greater value capture for local communities, domestic industries and 

state coffers, the governance mechanisms reviewed in this paper have surprisingly little to offer. The 

only efforts to leverage the strategic positioning of different actors along the value chain towards this 

end lie with host country governments and market-based instruments oriented towards producers and 

processors. With the exception of a number of emerging economies, host country governments have 

done very little to capitalize upon their strategic positioning (both in the value chain and as providers of 

permits, subsidies and services) to enhance smallholder participation or revenue generation. The 

promotional and facilitative role government agencies have assumed vis-à-vis investors has reportedly 

undermined their ability to apply binding conditionalities on investment licensing, land acquisition or 

access to fiscal incentives to ensure important advances are made towards official policy goals36. 

Similarly, if experience in the biofuel industry is any indication, certification instruments – the most 

promising of market-based instruments for their tendency to reduce ambiguities in standards and the 

greater independence of verification processes – tend to be more oriented towards impact mitigation 

than to rural and social development or national economic contributions, undermining their potential 

for leveraging domestic value capture from large-scale investments (German et al. 2011).37 Evidence 

                                                           
36 Interview with a representative of an investment promotion agency. 
37 While this observation is based primarily on the scope of biofuel certification schemes, it also applies to other sectors. FSC, 
the de facto ‘best practice’ standard in forestry, limits such commitments to: (i) compensation in the event that 
traditional knowledge of indigenous peoples is applied; (ii) opportunities for employment, training, and other services for 
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also suggests their relative ineffectiveness in changing the status quo of business practices when 

applied as stand-alone instruments (Cashore et al. 2007). A recent review of the more rigorous 

certification schemes driven by multi-stakeholder processes found that while they are one piece of the 

puzzle, their effectiveness needs to be bolstered by: (i) efforts of governments, multilateral 

organizations and financial institutions to enhance their uptake; and (ii) NGO campaigns to maintain 

pressure on the multi-stakeholder process and identify the free-riders (Decorzent 2010; see also WWF 

2010). The above would suggest that while there is potential for experimenting with ‘hybrid’ 

approaches linking market-based and regulatory approaches, the level of benefits that may accrue to 

affected households currently tends to depend more on the benevolence of the investor than any 

formal instrument of governance. 

 

If host country governments are offering generous fiscal incentives to investors for the sole purpose of 

attracting investment, irrespective of its form or benefits, it is critically important that the conditions 

under which intended benefits actually accrue be critically assessed. If, however, the desire is to 

leverage future benefits (e.g. economic and technological spillovers, tax revenue) by foregoing early 

benefits (as a means of attracting investors), it is also important to look at the successes and 

challenges governments have faced in restructuring sectors or fiscal regimes as domestic industries 

mature. Evidence from recent efforts to capture greater fiscal benefits from Zambia’s mining sector in 

the context of record high copper prices suggests these aims are often harder than initially anticipated 

(Bigsten and Tengstam 2008; Fraser and Lungu 2007). 

 

So where do the most important opportunities lie?  Host country governments, while weak regulators 

on average, nevertheless have a critical role to play in leveraging their resources and authority (as 

providers of permits, land leases and tax incentives) to require more of investors and thus align 

investor behaviors and impacts with domestic policy goals. They also have an important role to play in 

establishing environmental impact, labor and land laws (among others) that effectively translate 

societal values into legal codes to which industry is expected to abide. Even where state enforcement 

capacity is limited for political, technical or financial reasons, establishing adequate safeguards in laws 

has the potential to dovetail with complementary instruments of governance in enhancing legal 

compliance. For example, certification instruments often make adherence to national laws a principle 

to which all operators must abide – potentially complementing state enforcement capacities. This still 

leaves the challenge of how to expand the reach of such instruments to larger numbers of investors, 

particularly the poorest performers; here again, host countries have powerful means at their disposal 

to encourage compliance by setting the standards to which industries must abide. With much industry 

self-regulation driven by the desire to forestall government regulation, governments also have the 

ability to promote industry self-regulation “by leveraging their power to threaten to regulate” (Haufler 

2001: 30). Ensuring that national laws reflect societal values on social and environmental safeguards 

also has the potential to provide a more solid basis for civil society monitoring in support of state 

regulatory capacity. Capitalizing on such opportunities will ultimately rest on political will. 

                                                                                                                                                                                              
adjacent communities; and (iii) efforts to strengthen and diversify the local economy by “avoiding dependence on a single 
forest product” (FSC 1996: 6). 
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Important opportunities also lie within investor and consumer countries – in ratcheting up the standards 

to which investors are held accountable38 and in assuming responsibility for the social and 

environmental impacts of consumption, respectively. Yet much here lies with an informed civil society 

capable of bringing issues to the attention of regulators and holding them to account. Where the will to 

take responsibility for the social and environmental effects of investment behaviors and market demand 

are present, powerful instruments exist for leveraging more socially and environmentally sustainable 

outcomes among actors with such tools at their disposal. 
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