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Abstract

Development of the agricultural sector is among the top priorities for the Ethiopian
government in order to keep up the economic development in the country. One way
of reaching this is to undertake large-scale development projects, such as the Tana
Beles Sugar Development Project described in this thesis. For this, large areas of land
are required for the plantations. This land is expropriated from farmers living in the
area.

There are a number of legislations regulating how and when expropriation can be
done in Ethiopia. The key factors are that it must be for a public purpose, in
accordance with due process of the law and accompanied by compensation. The
purpose of this study is to determine how well those regulations align with the
methods practiced in the field and issues to implement the regulations. This includes
the judicial, social and financial aspects of the expropriation process.

Field studies for this thesis were done in Amhara National Regional State where the
property of more than 2500 families had been expropriated in order to make place for
sugar plantations. Interviews were performed with people affected by the
expropriation, government officials and individuals who took part in the valuation of
property during the expropriation.

The study shows a significant discrepancy between the requirements in the
legislations and the expropriation practice in the field. The affected people are to a
large extent dissatisfied with how the expropriation process were undertaken, as well
as the amount of compensation received for lost property. Furthermore the study
points at issues with the training of the valuators involved in the process.

A general issue with the expropriation process is the lack of documentation and
transparency. To a large extent important records were missing from the local
authorities, which made the process hard to follow in retrospect.
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Sammanfattning

Utveckling av jordbrukssektorn &r en av de viktigaste prioriteringarna for den
Etiopiska staten nar det kommer till att uppratthalla landets ekonomiska utveckling.
Ett satt att uppna detta ar att satsa pa storskaliga utvecklingsprojekt inom jordbruket,
till exempel Tana Beles Sugar Development Project som den hér uppsatsen kretsar
kring. For att kunna anlagga detta har stora landarealer tagits i ansprak for
sockerrérsplantage. Denna mark har exproprierats fran jordbrukare som bor i
omradet.

Det finns flera olika lagar och regleringar kring hur och nar expropriering kan goras i
Etiopien. Nagra av nyckelfaktorerna &r att det maste ske till forman for allmanviktiga
syften, i enlighet med lagar och regler och atféljas av kompensation. Syftet med den
har uppsatsen &r att avgora hur val dessa regler stdmmer 6verens med de metoder som
anvands i falt och vilka problem det finns med att implementera dessa regleringar i
praktiken. Detta innefattar saval juridiska som sociala och ekonomiska aspekter av
exproprieringsprocessen.

Faltstudierna for denna uppsats utférdes i Amhara National Regional State i ett
omrade dar marken fran mer an 2500 hushall har blivit exproprierade for att anlagga
sockerrdrsplantage. Intervjuer har utforts dels med personer som drabbats av
exproprieringen, men ocksa med representanter fran lokala myndigheter och personer
som var delaktiga i varderingen av tillgangar under exproprieringen.

Studien visar pa en avsevard diskrepans mellan de krav som lagen stéller och hur
exproprieringen utfordes i praktiken. De som drabbades av exproprieringen visade pa
ett stort missnoje med hur hela processen gick till, sdval som med den ersattning som
betalades ut for den forlorade egendomen. Studien pavisar ocksa brister i den
utbildning som varderarna har for att klara av sitt uppdrag.

En generell utmaning med expropriationsprocessen ar avsaknaden av dokumentation
och transperens. Centrala dokument och handlingar saknades i stor utstrackning hos
de lokala myndigheterna, vilket gjorde expropriationsprocessen svart att folja och
utvérdera i efterhand.
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1. Introduction

1.1 Background

Ethiopia, formally The Federal Democratic Republic of Ethiopia, is a vast country on
the Horn of Africa. It is the second most populous country on the African continent
after Nigeria, with a total population of 97 million people (CIA, 2015). The country is
landlocked and relatively low on natural resources if compared to neighbouring
countries. Furthermore the level of social and economic development in Ethiopia is
low and the country lacks developed industry. Thus land and agriculture is the most
important financial and social resource, with approximately 85 % of the active labour
force working in the agricultural sector (ibid).

The government of Ethiopia is facing several challenges in how to increase economic
development of the country and to face the demographical reality with a rapidly
increasing population. The people of Ethiopia are among the poorest in the world,
with 37 % of the population living in absolute poverty (below USD 1.25 per day in
2005 prices) (World DataBank, 2010). Studies have shown that growth in the
agricultural sector has had a strong impact on poverty reduction in Ethiopia. Figures
from The World Bank show that since 2005, a 1 % increase in agricultural output
caused a reduction of poverty by 4 % (World Bank Group, 2015). This provides a
strong incentive for development in the agricultural sector, since this will have
significant effects on the poverty reduction.

The agricultural sector makes up 45 % of Ethiopia’s GDP and is the single most
important contributor to the export. It is not hard to understand why the agricultural
sector takes up a lot of the government’s attention. However the strive towards a
modern and efficient agricultural sector comes to a prize. With 85 % of the population
living as farmers, mainly in small family managed farms without modern tools,
modernization is a colossal challenge.

In an attempt to modernize the farming sector the government has in recent years
focused on establishing large-scale farms and plantations all over the country. This is
an attempt to boost the production in the agriculture sector and to attract foreign
investors to Ethiopia. The land used for these projects are however in most cases
already cultivated by small-scale farmers, whom in many cases have lived of the
same plot of land for several generations and are totally dependent on the land to
survive. The authorities expropriate their land, and the farmers are forced to move
into newly established villages (so called “villagization). The farmers are to be
compensated by the government for their loss of land and income, either financially
or with replacement land.
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1.2 Purpose

The purpose of this thesis is to analyse and explain how expropriation of property is
undertaken in a rural area of Ethiopia in order to describe how the practices aligns
with current legislations and how it affects the people who have gotten their property
expropriated.

1.3 Objectives

The analysis aims to highlight judicial, financial and social aspects of the
expropriation process. A number of questions have been identified as the key issues
within these three fields. The objective of this thesis is to answer these questions and
by that give the reader a good understanding of the expropriation process in rural
Ethiopia.

Social aspects:
e What are the consequences for the people affected by land expropriation in
their everyday life?
o What efforts are undertaken from the authorities in order to provide support
to those affected by land expropriation?

Judicial aspects:
o How is expropriation practiced in rural areas in Amhara National Regional
State?
o How is the legal framework concerning expropriation structured?
e To what extent are the laws and regulations implemented and followed in
practice?

Financial aspects:
e How is the compensation for expropriated property calculated?
e Is the amount of compensation paid to the affected people fair and in
accordance with laws and regulations?
o How has the expropriation affected the income and expenditure of those
affected?

1.4 Methodology

The thesis is structured as a case study where one particular expropriation case is
studied thoroughly. In order to get a more comprehensive picture of the expropriation
process, including local varieties in practice, more case studies ought to be done. This
was however out of bounds for this thesis due to the limited time available for the
field studies. This case study will nonetheless give a good grip on how expropriation
is practiced in rural areas in Ethiopia and it will elaborate on the most common
challenges relating to this.
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In the data collection a combination of a structured quantitative method and a semi-
structured qualitative method have been used. The data mainly originates from three
different sources; interviews with people affected by expropriation, interviews with
government officials involved in the expropriation, and written documentation of the
expropriation process obtained from local authorities.

In order to obtain the necessary data, fieldwork was undertaken during nine weeks in
March and April 2015. The fieldwork was done jointly by the author and a M.Sc.
student at Bahir Dar University, Institute of Land Administration, in Ethiopia. The
planning of the fieldwork as well as the data collection and some of the analysis work
were done jointly. All results and conclusions where shared and used in both thesis
respectively. The fieldwork was undertaken both in Bahir Dar, the regional capital
city, where the background and analysis work were done and for about one and a half
week in the field in a rural area at about 70 kilometres from the city of Bahir Dar, at
the expropriation site where the data collection was done.

The alternative to do a case study would be to do a literature study or a legal dogmatic
method. Those methods would not be feasible due to the very limited amount of
written documentation relating to expropriation in rural areas. A legal dogmatic
approach is further challenges by the lack of documented court cases and other
judicial documentation. A challenge with this method would also be that it would fail
to take into account the discrepancy between the written law and the practice in the
field, which this thesis aims to emphasize.

A major challenge in the methodology is the concept of property value, where there
are few sources of reference for how to determine the actual value of property. For
those whose property is expropriated, this does not primarily mean a monetary loss.
The loss is more of a deprivation of livelihood, culture and tradition, which is
compensated strictly with monetary means. Those who have lost property have a
limited understanding of monetary value and it is challenging to relate the loss of
property to the monetary compensation. However the thesis aims to do that, but will
for this reason not look strictly to the financial aspects of the expropriation but also
the social and judicial.

A theoretical background has been written in order to give a better general
understanding of the expropriation process. For this theoretical background a
substantial amount of previous research on expropriation has been analysed.

1.5 Limitations
The process of expropriation in Ethiopia already has been thoroughly discussed in
previous research that will be described in this thesis. This thesis is done as a case

study and will focus on the conditions in one specific expropriation case. The case
that will be analysed is a government agricultural development project in Jawi
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woreda, Amhara National Regional State. The study area will be introduced more
exhaustively in coming chapters.

The thesis will not discuss issues concerning expropriation in urban areas; the focus
will solely be rural expropriation. However, in Ethiopia local practices of rural
expropriation may vary extensively from area to area due to different traditions,
different local interpretations of regulations and a lack of ability to uphold a central
control of the expropriation practices. These kinds of local irregularities will not be
explored in the thesis; it will focus on expropriation practices in Amhara National
Regional State. Other regional appliances of expropriation will not be investigated.

Furthermore one limitation is the access to legislative text. It has only been possible
to study the federal legislations, since regional adaptions are not translated to English,
and even the native Amharic ones are hard to obtain from the authorities. However, as
will be explained this causes only minor issues since the regional legislations
generally are consistent with the federal counterparts. But the thesis is limited to only
study the implementation of federal legislations.

1.6 Disposition of the thesis

In the first part of the thesis the theoretical framework will be presented, giving the
reader an overview of the concept of expropriation, including different valuation
methods that are used to calculate compensation for expropriated property. Following
this, the history and cultural context of Ethiopia are presented together with a brief
historic overview of expropriation in Ethiopia. This is done in order to give the reader
a better understanding of the background to how the expropriation system has
evolved in Ethiopia.

Following this the expropriation system used today in Ethiopia is explained, and a
description of the different laws and regulations that are related to expropriation is
made. From here the field studies are introduced and the results presented. In the
final part of the thesis a discussion that derives from the findings from the field study
is held. Lastly a number of recommendations on how to improve the expropriation
system are given.
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2. Theoretical framework

2.1 The concept of Expropriation

Expropriation has been used throughout history as a measure for making privately
held land available for different purposes of public interest. This was practiced in the
ancient Greek empire, as well as in the Roman Empire (Reynolds, 2010). The right
for the state to expropriate property is today recognized by international law, as long
as the expropriator follows certain principles (UNCTAD, 2012):

Property has to be taken for a public purpose;
On a non-discriminatory basis;

In accordance with due process of law;
Accompanied by compensation.

el NS

Expropriation is usually referred to as either direct or indirect expropriation. Direct
expropriation involves a formal transition of the legal title from the individual to the
state or a third-party stakeholder with a mandate from the state. In its most extreme
form, direct expropriation is sometimes referred to as Nationalization, meaning that
the state takes possession of all privately held land in the country (UNCTAD, 2012).
Indirect expropriation is a form of expropriation where no transition of the formal title
takes place. Still the indirect expropriation form can result in a total or near-total
deprivation of the rights to the property (ibid). This is for example the case when the
state by law interferes with property rights to the extent that privately owned property
becomes near to useless.

However there are several reasons for why expropriation should be allowed in certain
cases. For example, if there were no means for the state to compulsory acquire land,
individuals with strategically located property needed for public purposes would be
able to demand a much higher prize than the market prize and thereby take advantage
of the situation. This would lead to an unfair displacement of tax money in favour for
those few who possess strategic property of that kind. The possibility of
expropriation, or the threat thereof, works as a stabilizing force on the market and
makes necessary development of public interest possible to a fair prize (Ekbéck,
Kalbro, Norell, Sjodin 2011).

Another example for why expropriation should be allowed is that the sole threat of
expropriation proves as an effective incentive for finding a voluntary solution to a
dispute over property that is needed for public purposes.

2.2 Methods for property valuation

A central part of the expropriation is to determine the compensation for the
expropriated property. This is necessary since compensation for expropriation not
follows the rules of the free market where a willing buyer and a willing seller agrees
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on a prize for the transaction. In an expropriation case the transaction is done
compulsory and does not follow the rules of a free market. Therefor the prize, or the
compensation, will have to be determined in another way. There are several models
for doing this, all applicable under different circumstances. This section will explain
the most common valuation methods that are used.

2.2.1 Sales comparison method

The market value is defined as the most probable prize for a sale done at the free
market (Ekbéck et al, 2011). The idea is that the market value is the prize most sellers
and buyers would agree upon if the transaction were done with consent on a free and
open market at a certain point of time. Since the expropriation is not done with
consent on a free market, we will never know the actual market value of a specific
object. Therefor it is common to use data from other objects with similar features that
are sold on the free market in the same area as the expropriated property (ibid). This
will give guidance in how much the expropriated property would be worth on the free
market, under the circumstance that enough data is available to do the calculation.
The method requires a significant amount of comparable transactions in the same
proximity in order to work properly.

2.2.2 Income capitalization method

The income capitalization method can be defined as the present value of future net
profits that the property generates (Ekback et al, 2011). The idea behind this method
is that an investor would not pay more for the property than what will be gained
during the holding period (Belachew, 2013). This method is primarily used for
property that is generating a cash flow, such as commercial real estate or rental units.

2.2.3 Cost replacement method

The cost replacement method is a rather simple valuation method. The idea is to
calculate the cost of constructing a new property of the same technical standard as the
one that is to be valued (Ekback et al, 2011). This method fails to take into
consideration aspects such as location of the property or market factors that
influences the value of the property. When using the replacement cost method, no
estimate of the market value is given. The method can be used in cases where the
market is very weak and not enough transactions are documented in order to use the
sales comparison method.

2.3 Expropriation in an international context
Expropriation is widely used in almost all parts of the world as a mean of develop

land. To give an outlook on this and to highlight some issues relating to expropriation
a brief description on the international context of expropriation will be given.
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2.3.1. Latin America

A common thread in Latin America in relation to expropriation is the democratisation
process that has been on going for the last decades. This process has affected the
whole judicial system in many Latin American countries, and thus the regulations
regarding expropriation (Azuela, 2009).

A common determination for many Latin American countries is the rapid urbanisation
and growing megacities that have emerged over the last few decades. This has made
the need for land in urban and peri-urban areas high and a common way for getting to
this land has been expropriation. An interesting observation made in Latin America is
the fact that the compensation for expropriated land has been extremely high. This is
due to that judges deemed the compensation this way. In one example from Séo
Paolo, Brazil, the compensation deemed was 30 times higher than the market value
(ibid). This led to a situation where the expropriators, usually the municipality, came
in severe debt just for the cause of attaining land for urban development. It also
created a market where investors could hold on to strategic located land since they
know that they would be very well compensated during the expropriation process
(ibid).

This illustrates one of the core issues of expropriation: that it is not done on a free and
open market. This also shows the need of clear and consistent regulations on how to
calculate the compensation, not only to protect those who gets their land expropriated,
but also those who are the expropriators. If there are no such regulations, the situation
could end up being as the one described above.

2.3.2. United States of America

In United States of America there has been an on going debate whether or not
expropriation could or should be used as a mean for economic development. The
main question here is if “public use” or “public purpose” is justified only for the
reason of gaining economic development to an area. This can easily be related to the
situation in the case studied in this thesis, where the government expropriates land in
order to gain economic growth by establishing a large-scale agricultural facility.

In a famous court rule from 2005 the Supreme Court denounces that expropriation
can be done solely for economic purposes, hence making it easier for the government
to obtain private land for development (Kayden, 2009). The court ruling has been
widely criticised as it is deemed to have to far-reaching consequences for the
individual. However, studies shows that the use of expropriation for economic
development has remained at a moderate level even after the famous court rule (ibid).

2.3.3 Sweden

In Sweden, as in most countries in Northern Europe, expropriation is mainly used for
purposes aiming to provide infrastructure and other services of large public interest.
Expropriation is str