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food distributors, generating wider economic
benefits for host countries.
Introduction of new varieties of crops and
commodities has contributed to increases in
production, yields and export volumes. Inward
agricultural FDI has the potential to stimulate or
crowd-in domestic investment, which in turn can
contribute to balancing agricultural investment
gaps. Financial constraints for local farmers can
be alleviated by agricultural FDI, which often
involves contract farming or integrating
schemes.

The analytical study titled “Increasing
Agricultural Productivity: Encouraging Foreign
Direct Investments in the COMCEC Region” has
been
commissioned
by
the
COMCEC
Coordination Office specifically for the 2nd
Meeting of the COMCEC Agriculture Working
Group, to be held on December 19th, 2013 in
Ankara, with a view to enriching the discussions
during the aforementioned Meeting.

Agricultural FDI Assessment

Agriculture Sector in the COMCEC Member
Countries

The late 2000s witnessed a surge in agriculturalrelated FDI, which is most likely connected with
the sharp rise in commodity and energy prices
on the one hand, and long-term expectations of
population growth and increasing market
demand for bio fuels, food and raw materials on
the other hand. Based on firm-level FDI data, it
was found that between January 2003 and
December 2012 a total of 371 large agricultural
FDI projects were recorded in the COMCEC
Region. The largest number of agricultural FDI
projects was announced in 2011, with 51
projects that year, while the average project size
(i.e. 189.3 million USD) also peaked in that year.

The state of agricultural in the COMCEC Member
Countries varies significantly in terms of
productivity, growth rates and level of
agricultural FDI. In general, there is abundant
agricultural land in the COMCEC Region,
especially for permanent pasture, but there are
also important constraints. The main constraints
are the lack of water resources, insufficient
financial resources among smallholder farmers
to invest in efficient irrigation techniques and
lack of productivity enhancing input factors such
as machinery and the use of fertilizers.
At sub-regional level, the Asian Group of
COMCEC Member Countries were the largest
agricultural producers, with output of 367
billion US Dollars in 2011, followed by the Arab
and African Groups with approximately USD 128
billion and USD 122 billion, respectively.

In the same period, the COMCEC Member
countries in the Asia-Pacific region received the
highest number of total FDI projects (152),
followed by Africa and the Middle East. African
COMCEC Member Countries received the highest
number of total jobs and greatest investment
volume with a total of 57,101 jobs and USD
19.53 billion investment, respectively. The
Middle Eastern countries, especially the Gulf
Cooperation Council (GCC) countries, are a
significant source of agricultural FDI into other
COMCEC Member Countries, but because of
harsh climate conditions and limited water
resources, receive minimal inward FDI in
agriculture.

Cost and Benefits of Agricultural FDI
There is substantial criticism, in both the
countries that receive the bulk of inward FDI in
agriculture as well as in the international
community,
that
large-scale agricultural
investments are considered as “land grabs” that
impoverish and reduce food security for
vulnerable local populations. Despite the
publicity given to criticisms of large-scale
agricultural FDI in poor countries, and the
failure or scaling-back of several prominent
projects, there are many examples of
agricultural FDI making direct contributions to
both food security and economic development.
Agricultural FDI can influence multiple actors
along production chains, varying from direct
food production to providers of farm inputs and

Policy measures
There are several policy measures that can
reduce and mitigate the risks of agricultural FDI,
both for the investor and for the host country.
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Ensuring proper land use planning and
respect for property rights;
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Developing FDI attraction programs
focusing on large scale agricultural
investors;







Host-country governments assessment on
the economic viability and sustainability of
proposed investment projects;

Improving the investment climate in the
COMCEC Region by identifying and
promoting specific agricultural investment
opportunities in each COMCEC Member
Country;



Developing sound policies for attracting
agricultural FDIs;

Taxation of idle land and establishment of
an appropriate level of lease payments.



Raising awareness of the potential and
profitability of investing in the agricultural
sector in cooperation with the national
investment promotion agencies (IPA).

Recommendations
Based on the findings and conclusions 5 distinct
fields of policy intervention and cooperation at
COMCEC level are proposed:
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Identifying the relevant public stakeholders
as well as private investors in the COMCEC
Region.

