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1 Introduction
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ACCESS 10 water resources but: not adequately discussed!

IS central for investors to (e.g. Smaller and Mann 2009, BMZ 2009,
choose an area IFPRI 2009, FAO/IFAD/UNCTAD/\World
(BMZ 2009) Bank Group 2010)
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1 Introduction

\Water Is, to a large extent, an institutional guestion!

are “the humanly devised constraints that
structure human interaction” (North 1994: 360):
formal rules and laws, but also informal norms of
pehaviour

- Who has the right to access, withdraw, manage,
exclude others, and alienate water resources?

— Question of |
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1 Introduction

Research Questions:

1. How does agricultural foreign direct
Investment affect local water institutions
INn the case study area?

2. Why Is there institutional change and
conflict?
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2 Methodology and Theories

Research Strategy:
Case Study

Methods:
> Analysis of Textual Data
> Direct Observation

> Semi-Structured
Interviews: 70 farmers In
two communities, 5 farm
representatives and 10
governmental officials
and researchers.

Overall Theoretical
Background:

Institutional Economics (Ostrom,
Knight)

Theoretical Framework:
See next slides >
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(1) Possible Changes in \Water
Rights

D I reCt C h an g e I n b I u e Rainfall partitioning in the semiarid tropics indicating
- . . figure 8.5 rainfall losses from the farm scale through drainage,
Water rl g htS : eXpI IC It surface runoff, and nonproductive evaporation

Transpiration =
15%-30%

Indirect change via
land rights (green
and blue): implicit

Indirect change: oo

Socilal factors o i
(e.g. corruption)

Indirect change:
Upstream/downstream
Setting .
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(2) Distributive Bargaining Theory
of Institutional Change (night 1992)

Institutions as by-product of bargaining between actors
With asymmetric power resources

Pursuit of strategic distributive advantage as the main
motivation to create rules

Bargaining power resources are central:

Network poer

: Sanction power
Risk aversion Information
Positional power Knowledge
8
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3 The Case Study

The Horn of Africa Ethiopia
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ttp://www.absoluteastronomy.com/topics/Horn_ot_Aifrica —
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Ethiopia

> HDI: 1/71st (out of 182 countries)

> Agriculture: 43% to GDP (2008/2009, EIA 2010);
86% foreign currency earnings and
85% of rural employment

> 2005-2007: 41% of the total population
undernourished (FAO 2010)

> Constitution: Public ewnership of rural and urban land
and natural resources

110)
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FDI to Ethiopia

000$ Million
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B FloriHorti

2001 2002 2003 2004 2005 2006 2007 2008

FDI inflows into the main agricultural sectors, 2000 -
2008 (source: Federal Investment Bureau of Ethiopia
(2009), cited in Weissleder (2009))
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The case study site from above...

Bildaufnahmedatum: 28 D
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The Water Users in the Case Study.

> Investment Farms

> Local Farmers
came to the area around

use canal water since a long 2005
time use canal water as
use water for irrigation, additional source
livestock, drinking, washing produce cut flowers for
Europe and vegetables
grow staple crops for local for the Middle-East

market and subsistence
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Belbela Dam
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The Institutional Arrangement

Before

Focus here on informal rules!

Local farmers:

Pay a yearly water fee

- Organised in water user (Birr/haand year)
groups with rules
- Each group had a Attend group meetings
committee
collection of fees and
fines Respect the water turns
- Decisions taken
collectively. Use water- properly.

_ocal Farmers

0-20-40 Birr
to their user groups

If non-compliant:
sanction: 0; 5-10; 30-50

If non-compliant:
sanction: 30-50

It non-compliant:
sanction: 5-10, 30-50

17
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History of water use and conflict

ONier/herIcHttraliiRnvestment iamms werne alliecatea
landifremithergevemmentiirenisiatelandianad
OMNAMMESS; and StanteditertSe thercanaliWwaters

S\WaterscanCiiy ana SERoUS WalelR CORMICTS
iesulted
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The Change In the Institutional
Arrangement

The investment farms created an association with
representatives from investment farms and local farmers.

Aim: resolve the conflict!

The association

Organised water turns between flower farms and farmers
Organised the cleaning of the canal

Employed 4 water guards to open gates

Increase of sanctions and collection of water. fees

19
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4 Results: Interactions and Undertaken Actions

Reactions to low water EFarmers Investors
levelin the canal

to the Government
Appealing to the Association

Appealing to the Investors /the
Earmers

the Guard
Bribing the Commitiee
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5 Discussion

> Back to the Research Questions:

1. How does agricultural foreign direct
Investment affect local water institutions
INn the case study area?

2. Why Is there Institutional change and
conflict?

23
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Changes in Water Rights

Rainfall partitioning in the semiarid tropics indicating
rainfall losses from the farm scale through drainage,

Direct Ch?‘nge Ir bIL_Je_ v Withdrawal and management
water rights: explicit FEEEEESIEGeE

Indirect

EIleNfl  Shift towards an institutional setting that
zIglele]l distributionally favours the investment farms.

Indirect
Social
(e.g. corruption)

Water rights and their execution change.

Indirect change:
upstream [downstream Upstream/downstream effects
setting

24
1 Introduction 2 Methodology and Theoretical Background 3 The Case Study Site 4 Results 5 Discussion 6 Conclusion




5 Explaining Institutional Change

Why does the institutional arrangement change?

Actor POWEF: reSOUr.CEeS [Local”  [Investment
characteristics farmers: [farms

o T - ..
Resource d pummms

Different bargaining power resources

Education:: - The investment farms shaped the
knowledge agreement to their benefit

' ' () "vv I\ VW lllvll

Governmental support — WS {[e]a N\ gl O high

= Network power low 'high
—- Sanction power

low high
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6 Conclusion

> Agricultural foreign direct investment In
low-Income countries can involve highly
unegual actors.

> Differing power resources can lead to
Institutional change of water arrangements
that distributionally disfavour the local
population.

26
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Thank you for your
attention!



References

BMZ - Bundesministerium fur. wirtschaftliche Zusammenarbeit und Entwicklung (2009): Entwicklungspolitische Positionierung zum Thema:
Grof%ﬂéchi)ge LLandkaufe und -pachten in Entwicklungslandern — ,Land Grabhbing®. Diskussionspapier. BMZ Diskurs 14, Berlin, Germany.
CIA (2010):

CIA - Ce?tra}l Inte;ligence Agency (2010): Map of Ethiopia. https://www.cia.gov/library/publications/the-world-factbook/geos/et.html (retrieved
15/09/2010).

Cotula, L., Vermeulen, S., Leonard, R. and Keeley, J. (2009): Land Grab or. Development Opportunity? Agricultural Investment And International
Land Deals in Africa. IIED/FAO/IFAD, London/ Rome.

EIA - Ethiopian Investment Authority (2010): Ethiopia Investment Guide. Addis Ababa, Ethiopia.

FAO - Food and Agriculture Organisation of the United Nations (2010): Ethiopia monitoring progress towards hunger reduction targets of the
World Food Summit (WFES) and the Millennium Development Goals (MDG).
http://www.fao.ora/fileadmin/templates/ess/documents/food_security. statistics/monitoring_progress_by. country. 2003-
2005/Ethiopia_e.pdf (retrieved 15/11/2010).

FAO, IFAD, UNCTAD and World Bank Group (2010): Principles for Responsible Agricultural Investment that Respects Rights, Livelihoods and
Resources. Discussion Note. Geneva, Switzerland.

Federal Investment Bureau of Ethiopia (2009): Database on FDI from 2000 till 2008. Cited in: Weissleder, L. (2009): Foreign Direct Investment
in the Agricultural Sector in Ethiopia. Ecofair. Trade Dialogue Discussion Papers 12 / October. 2009. Bonn, Germany.

GTZ - Deutsche Gesellschaft fur Technische Zusammenarbeit (2009): Themeninfo: Auslandische Direktinvestitionenin Land.
http://www2.gtz.de/dokumente/bib/

gtz2009-0357de-direktinvestitionen-land. pdf (retrieved 15/2/2010).

IFPRI - International Food Policy Research Institute (2009): von Braun, J. and Meinzen-Dick, R.: “Land Grabbing” by Foreign Investorsin
Developing Countries: Risks and Opportunities. http://www.ifpri.org/publication/land-grabbing-foreign-investors-developing-countries
(retrieved 10/2/2010).

Knight, J. (1992): Institutions and Social Conflict. Cambridge University Press, Cambridge, UK.

Ostrom, E. (1990): Governing the Commons. The Evolution of Institutions for. Collective Action. Cambridge University Press, New York, USA.

Smaller, C. and Mann, H. (2009): A Thirst for Distant Lands. Foreign Investment in Agriculiural Land and Water. International Institute for
Sustainable Development. Foreign Investment for Sustainable Development Program, Canada.

The Economist (2009): Rich food importers are acquiring vast tracts of poor. countries’ farmland. Is this beneficial foreign investment or.
neocolonialism? http://www.economist.com/waorld/international/displaystory.cfm?story_id=13692889 (retrieved 4/4/2010).

28


http://www.fao.org/fileadmin/templates/ess/documents/food_security_statistics/mon

Formal Water Rights In Ethiopia

> Public ownership of rural and urban land
and natural resources

> “Water Is a natural endowment commonly owned by all
the peoples of Ethiopia.” = vested In the state

> “As far as conditions permit, every Ethiopian citizen
shall have access to sufficient water of acceptable
guality, to satisfy basic human needs.”

> Minimum water requirements of basic human, livestock
and environmental needs have the “highest priority 1n
any water allocation plan” (MoWR 1999:6)
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Blue and Green \Water

Rainfall partitioning in the semiarid tropics indicating
figure 8.5 ‘ rainfall losses from the farm scale through drainage,
surface runoff, and nonproductive evaporation

Transpiration =
15%-30%

Blue water describes liguid
Nonproductive water in the form of groundwater
50 and surface water, such as
rivers, lakes and aquifers, and

IS the source of irrigation.

Green water IS the water stored
In the soll, being absorbed and
transpired by plants, or
evaporating “unused”.

source: Rockstrom 2007

iImportance: to lllustrate how land use influences hydrology in a catchment
In sub-Saharan Africa, most agriculture Is rain-fed and almost entirely depends

on green water (Hoff et al. 201.0) 30



Detailed change in water rights

AcCcess Aliena-
tion

Pathway | Green water

1: Direct

change Blue water

Pathway Initial allocation of | Green
2: farmers' land to water

Indirect .

investment farms
change Blue
via land water
rights

Pathway Hydrological factors: Change in water use
upstream
3: — downstream effects

Change Hydrological factors: Change in vegetation
in upstream

. — downstream effects
executio
n of Social factors: | (Green water
Corruption

water and rent-
rights seeking Blue water




. Why IS there conflict?

conflict Is inherent in any process of creating rules, and
In the case study, conflict even continued after an
agreement was found.

As long as an equilibrium outcome Is not found, conflict
will endure, as both actors try to seek distributional
advantage.

The agreement was made as a result of power
asymmetries, which led to distributional outcomes which
favour one of the actors. The other actor will still seek
distributional gains and try to change the agreement.

According to Knight (1992: 183), however, institutional
change will only occur if the weaker actor either gets
more bargaining power, or the distributional eutcome
Shifts in favour of the weaker: actor.
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..Ut farmers are part of the
association?

> they do not feel equally represented.

> the farmer representative says ,not all
members have veto power*

> many farmers don‘t even know the
assoclation exist and attribute the changes
to the government

> Human Rights Watch Report 2010: GOV
control to the smalles village level (humble
attitude, respect)
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Another important concept in this context is property regimes, which define the role of different actors
In relation to a resource system (Bromley 1992). Property regimes characterise relationships between
iIndividuals with respect to a specific good or benefit. Conventionally, four property regimes are
distinguished (Ostrom 1990, Bromley 1992): private property, common property, state property, and
open access. Private property stands for individuals or legal individuals holding rights. In common
property arrangements, rights are held by a group of individuals. State property refers to the state
holding rights, while open access implies the absence of property rights.

Exclusion Exclusion
Easy Difficult or
Costly

Subtractible
(Rival in

Consumption)

Nonsubtractibl
e

(Nonrival in
Consumption)
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Three Pathways of how \Water
Rights Change

Change in Water Rights
o2 e.g. Change in extraction rights

: &
Water rights N

: e
= Property Rights O\‘
-Access
Wi : — Change in Land Rights (Access
\I\//IV|thdrawaI direct Change g ghts ( )
-Management
-Exclusion Ch
-Alienation Nge o)

- Hydrological factors:
More use upstream —> Less available downstream
- Social factors:

Corruption and rent-seeking

35
1 Introduction 2 Methodology and Theoretical Background 3 The Case Study Site 4 Results 5 Discussion 6 Conclusion



distributionally favours the investment farms.

nts

Water rights and their execution change.

Change in Water Rights

. @ @ @ . @ @ . C C . @ . C .
Water rights &L
= Property Rights O’\‘e
-Access
-Withdrawal - - Change in Land Rights (Access
-Management Cb direct Change - S )
-Exclusion S/
-Alienation 9e

- Hydrological factors - Hydrological factors:

‘/ More use upstream - Less available downstream
- Social factors:

Corruption and rent-seeking

Social factors: side-payments to

guards and officials take place
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Potential and Limitations of the
Study

ldentify the main institutional challenges for water rights,
In case government-backed investors and farmers use

the same water sources
Transferrable to other settings

Attempts to solve the conflict were already undertaken
(association)

Focus on water rights, no statement about overall socio-
economic benefits of investment for the local population
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