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This paper looks at the experience of 
smallholders in the case of palm oil – 
primarily through the lense of stakeholders 
and observers involved in the Roundtable on 
Sustainable Palm Oil (RSPO).

The RSPO was set up in 2003 to define and 
implement standards for sustainable palm 
oil, and is today the leading sustainable 
commodities standard, certifying 15% of world 
production. Although smallholder inclusion 
and community benefits were addressed late 
in RSPO process, the organisation and its 
members have developed a large number of 
tools, approaches and impact assessments 
which can be used to guide inclusive 
agriculture initiatives – particularly in the case 
of commodities.

K e y  l e s s o n s  a n d  c h a l l e n g e s

•	 Robust land governance is a prerequisite 
for sustained success of smallholder and 
community programmes and avoidance 
of conflict. RSPO social tools have proven 
useful to address these challenges, but 
more robust implementation is still needed 

•	 Private sector companies are best placed 
to drive smallholder inclusion and enhance 
productivity, but may need support for 
funding and capacity building 

•	 The most important role of government is 
to provide clarity on legal land titles and 
enable civil resolution of conflict without 
interference. In addition, government can 
supply funding and capacity to companies 
wishing to engage smallholders in 
marginal locations 

•	 Intergovernmental and Non-Governmental 
Organisations play critical roles as 
watchdogs, facilitators and advocates for 
communities and smallholders  

•	 Multi-stakeholder initiatives have the 
potential to create sector-wide, systemic 
change, focussing on joint solutions, 
resulting in better informed, better 
supported and more sustainable policy and 
practice changes 

•	 As pressures on companies to reduce 
carbon emissions and protect forests 
are mounting, specific consideration 
and participatory frameworks must be 
developed to ensure that land set-asides 
does not prevent communities from access 
to development and basic needs 

•	 Women’s economic empowerment has 
received little attention within the RSPO 
framework, but robust free prior and 
consent approaches can be adjusted and 
improved to strengthen opportunities for 
women 

•	 Reliance on retailers and brand support 
is unlikely to drive inclusive agriculture 
models, as there is scant willingness to pay 
a premium. Instead focus on traceable and 
low-risk supply chains can be leveraged as 
a strategic advantage

oVeRVIeW
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Palm oil is a plant oil derived from the fruit of 
the oil palm tree. It is a highly productive crop, 
generating almost 10 times the oil per hectare 
compared to other vegetable oils. 85% of palm 
oil is produced in Indonesia and Malaysia, with 
the remainder grown on the Pacific Islands, as 
well as the equatorial band across Africa and 
Latin America.

The biggest consumers of palm oil products 
are China, India, Indonesia and Europe. Palm 
oil and palm kernel oil is has wide applications, 
with the most common use being a food 
ingredient, often as a replacement for animal 
fats. In addition, palm oil derivatives are 
found in a range of oleo-chemicals, cosmetics 
products as well as a component in biofuels. 
Bi-products from the oil palm also include 
palm oil expeller, which is used as animal feed, 

and empty fruit bunch, used as part of an 
integrated pest management regimen.
Over the past 15 years, palm oil has been 
under increased scrutiny for its negative 
environmental and social impacts. 

Environmental issues highlighted are 
extensive deforestation, habitat loss for 
threatened and endangered species, poor air 
quality from burning forests and peatlands, 
as well as greenhouse gas emissions deriving 
from land use change.

On the social side, the greatest concerns 
revolve around land rights of communities, as 
well as labour conditions in plantations and 
the potential exploitation and exclusion of 
smallholders from the value chain.

BacKgRound
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M u lt I -s ta K e h o l d e R  I n I t I at I V e s

Multi-stakeholder initiatives (MSIs) are seen as potentially 
powerful institutions filling the governance gap that exists 
around complex sustainability issues. Voluntary initiatives 
across an entire sector can change policies and practices, 
and attitudes and beliefs of companies.

MSIs have the potential to create sector-wide, systemic 
change, focussing on joint solutions, resulting in better 
informed, better supported and more sustainable policy 
and practice changes. Inclusive business interventions 
associated with a MSI can help to address the interests of 
underrepresented, marginalised and vulnerable groups.

The Roundtable on Sustainable Palm Oil (RSPO) was 
conceived in 2003 in response to these concerns. It is 
a global, MSI on sustainable palm oil. Members and 
participants include environmental and social NGOs 
as well as banks and investors, growers, processors, 
manufacturers and retailers of palm oil products.

The principal objective of the RSPO is “to promote the 
growth and use of sustainable palm oil through co- 
operation within the supply chain and open dialogue 
between its stakeholders”.

The RSPO Principles and Criteria for Sustainable Palm Oil 
Production (RSPO P&C) are at the heart of the organisation 
and forms the basis of a third party certification system 
which address the legal, economic, environmental and 
social requirements of producing sustainable palm oil. 
Grower certification is based on eight Principles (see 
side-bar) and 39 criteria, for each of which exists detailed 
indicators and guidance. To be certified, growers need to 
undergo annual third-party audits.

The RSPO differs from a range of other niche sustainability 
standards as it aims to transform the mainstream market 
and ensure that all palm oil will eventually be sustainable. 
This means that the standard-setting process emphasises 
consensus to ensure that all members find the eventual 
implementation realistic and practical. Likewise, national 
interpretations and particular specific guidance for 

R s P o  P R I n c I P l e s

1. Commitment to 
transparency 

2. Compliance with 
applicable laws and 
regulations 

3. Commitment to long-
term economic and 
financial viability 

4. Use of appropriate best 
practices by growers 
and millers 

5. Environmental 
responsibility and 
conservation of 
natural resources and 
biodiversity 

6. Responsible 
consideration for 
employees and 
for individuals and 
communities affected 
by growers and mills 

7. Responsible 
development of new 
plantings 

8. Commitment 
to continuous 
improvement in key 
areas of activity

InItIatIVes



4

independent and schemed smallholders has 
been developed. The smallholder guidance 
is designed to be less onerous on very small 
growers, and there is a group certification 
scheme which allows smallholders to undergo 
a single audit as a group.

Beyond the formal RSPO documents, the 
organisation and it members have developed a 
range of guiding documents and frameworks, 
many of which are further developments 
from the forestry and extractive industries 
sectors. These include detailed frameworks to 
address environmental issues such as carbon 
and biodiversity, but there are also a range of 
specific tools to address social conditions and 
human rights.

I n c l u s I V e  a g R I c u lt u R e

The concept of inclusiveness is a widely used, 
but often ill-defined term: For the purposes 
of this paper, inclusive agriculture will be 
defined by two aspects, both of which must be 
present:

Agriculture development which increases the 
economic development and food security of 

local communities and smallholders
Agriculture development which actively 
seeks to avoid and/or resolve conflict with 
communities and smallholders through 
participatory approaches

Smallholder schemes are the most common 
way in which agricultural development 
provides economic opportunities to 
communities. In this briefing, the focus 
is on the success of the RSPO through 
engagement with smallholders. However, a 
wider engagement with the communities and 
a wider range of options can be significant 
in avoiding dependencies and broadening 
development opportunities.

s M a l l h o l d e R s  I n  o I l  P a l M

The public debate on palm oil has often 
centred on large corporate entities driving the 
industry, ignoring the fact that smallholders 
play a critical role in the sector. In the large 
palm-producing countries, smallholders make 
up over 40% of planted hectares. In emerging 
palm growing markets, such as Thailand and 
Nigeria, smallholders make up almost 80% of 
production area.

InItIatIVes
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countRy PeRcentage of aRea 
undeR sMallholdeRs

PeRcentage of PRoductIon 
undeR sMallholdeRs

Indonesia

Malaysia

Nigeria

Papua New Guinea

Thailand

(FSG Social Impact Advisors, 2011)

1 Terminology: ‘Palm oil’ is the milled product derived from the ‘oil palm’ fruit. In the context of smallholders it is therefore most appropriate to use the 
term ‘oil palm’.

44%

41%

-

42%

76%

33%

-

80%

35%

-

In addition to the important current role 
of smallholders in oil palm1, it is critical to 
explore the lessons from palm oil, as large 
palm oil producers are likely to continue the 
model of smallholder inclusion. This is seen 
as key to the local license to operate, and 
often is one of the critical negotiation cards 
held by the large companies when acquiring 
land.

The lessons from palm oil may also be 
crucial in other sectors as several global 
multinational agri-business players are 
emerging and are expanding their business 
into other commodities and crops in climates 
where palm oil might not be appropriate. 
Examples are Wilmar’s expanding sugar 
business and the Malaysian Federal Land 
Development Authority’s (FELDA) reported 
large involvement in Myanmar rubber 
(Malay Mail, 2013). In such expansion, it 
is not unlikely that the palm oil experience 
will heavily influence these companies’ 
approaches.

In oil palm, smallholders are typically defined 
as those cultivating less than 50 hectares. 
With millions of smallholders growing oil 
palm across dozens of countries, there are a 
variety of organisational variants. There are 

numerous combinations of ownership and 
land management depending on the country 
and region. In some cases, smallholders 
own the land, but outsource management to 
larger growers, whereas in a range of other 
countries, smallholders only lease cultivation 
rights or hold no legal title to the land.

a s s o c I at e d / t I e d / s c h e M e /
s u P P o R t e d

Associated or scheme smallholders own and 
operate their own land, but are contractually 
bound to sell fruit to particular mills. Examples 
include public land development schemes, 
such as those under FELDA and the Federal 
Land Consolidation and Rehabilitation 
Authority (FELCRA) in Malaysia. This is 
also common in the Indonesian context, 
where palm oil companies are mandated 
by law to develop ‘plasma’ schemes – i.e. 
set aside approximately 20% of land for 
smallholder development. In many cases, such 
smallholdings are not physically cultivated 
by smallholders, but developed on behalf 
of the smallholders by the company, using 
agricultural practices similar or identical to 
those applied at the inti (nuclear/company-
owned) estates. It is often up to the 
community to decide their level of involvement 

InItIatIVes
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in cultivation, and often communities will be 
given priority in employment.

A variation of this is in Papua New Guinea 
where geographical constraints make 
smallholders tied to certain mills in practice, 
but have no contractual obligations. Supported 
smallholders may receive support in the form 
of seedlings, fertilisers, pesticides, and access 
to technical assistance or credit.

I n d e P e n d e n t

The largest proportion of smallholders 
are fully independent. Independent 
smallholders range in size from tiny family-
owned enterprises with 1-2 hectares to 
medium-sized outgrowers with hundreds 
or even thousands of hectares. Independent 
smallholders in Southeast Asia will often have 
little or no direct contact with the mill, as their 
fruit is collected by intermediaries/traders 
who will sell on to mills.

a lt e R n at I V e  c o M M u n I t y 
P R o g R a M M e s  I n  o I l  P a l M

Some models found in the industry are not 
classed as smallholder schemes, but which 

in many aspects bring similar benefits and 
challenges. This includes community-owned 
land which is leased to companies, such as are 
found in the Papua New Guinea (PNG) Village 
Oil Palm Scheme.

Beyond palm oil cultivation, many palm oil 
producers operate a range of non-smallholder 
programmes which extend economic 
development to the community. In Brazil, 
Agropalma which operate in Para State has 
developed an extensive infrastructure of local 
service providers, ranging from bakeries to 
mechanical workshops. Agropalma provides 
capacity building in administration and 
operational support, and incentivises through 
preferred business arrangements. The 
programme is developed to allow Agropalma 
to combat the ‘grey economy’ – i.e. suppliers 
which do not have appropriate licensing and 
legal status, but also in an attempt to assist 
local economic development without the risk 
of over-dependency.

A similar programme is operated by 
Malaysia’s Kulim Group. It is a formal 
entrepreneur scheme aimed at building 
local supplier capacity through financial and 
operational support.

New Britain Palm Oil
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tools and aPPRoaches

o V e R V I e W  o f  R s P o  K e y  s o c I a l 
t o o l s  a n d  a P P R o a c h e s

SOcial imPact aSSeSSmeNt
The RSPO P&C guidance (RSPO, Principles 
and Criteria for the Production of Sustainable 
Palm Oil, 2013) requires the undertaking 
of a social impact assessment (SIA), with 
the participations of affected parties, 
including women and migrant workers as 
appropriate to the situation. The involvement 
of independent experts is recommended 
where this is considered necessary to ensure 
that all impacts (both positive and negative) 
are identified. The SIA must provide access 
for affected parties who are able to express 
their views through their own representative 
institutions, or freely chosen spokespersons 
throughout the process.

SIAs should be undertaken in connection 
with activities such as: building of new 
infrastructure; replanting with different crops 
or expansion of planting area; disposal of 
mill effluents; clearing of remaining natural 
vegetation; changes in employee numbers or 
employment terms as well as establishment 
or changes to smallholder schemes

The SIA should include considerations of 
impacts on: Access and use rights; Economic 
livelihoods  and working conditions; 
Subsistence activities; Cultural and religious 
values; Health and education facilities; 
Other Community values, resulting from 
changes such as improved transport and 
communications or  arrival of a substantial 
migrant labour force.

FRee PRiOR iNFORmeD cONSeNt - ‘FPic’
FPIC is a critical tool in the RSPO P&C, and is 
required for any expansions or developments 
by companies. The phrase ‘the right to Free, 
Prior and Informed Consent’ is a shorthand 
expression. More fully expressed what it 
means is that indigenous peoples have 
the right to give or to withhold consent 
to activities planned on their lands and 
territories or which will affect their cultures 
and traditional knowledge and other rights. 
As such the right to Free, Prior and Informed 
Consent explicitly implies the right of such 
communities to refuse proposed operations 
on their lands.

Companies engaging in good faith negotiations 
with communities based on respect for 
their rights thus have to accept that the 
communities concerned are the owners of 
the lands in question, have the right to control 
what happens on this land and have the right to 
agree to, or to refuse, planned operations.

Securing Free, Prior and Informed Consent 
is thus not a one-off box-ticking exercise. It 
implies a process of good faith engagement 
whereby a company agrees to respect 
communities’ rights, engages in dialogue, 
explores options and provides information, 
acts respectfully, agrees to back off where 
requested, enters into negotiations where 
this is agreed to and accepts and abides 
by decisions that are reached (RSPO, Free, 
Prior and Informed Consent and Oil Palm 
Plantations: a guide for companies, 2008).

New Britain Palm Oil
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P a R t I c I P at o R y  M a P P I n g

The RSPO specifies that in any situation where 
land is encumbered by legal or customary 
rights, the grower must demonstrate that 
these rights are understood and are not being 
threatened or reduced. Participatory mapping 
exercises involving affected and neighbouring 
communities is the recommended approach in 
cases customary rights areas are unclear.
The methodology combines geomatic 
technologies, like GPS, with work with 
community members to map the boundaries 
of indigenous lands and the forms of 
customary land use within these areas. 
A first step may be to select a joint team 
of community representatives who will 
oversee community involvement in the 
mapping and who may be accompanied by 
company observers. The team can then use 
the GPS devices to survey the boundaries 
of community lands and establish where 
there is overlap between these lands and 
the areas where the company is interested 
in establishing its operations. More detailed 
mapping can then be undertaken of the areas 
of overlap to establish exactly who are the 
rights-holders in these areas and what are the 
current and historical land uses and cultural 
values of the areas (RSPO, Free, Prior and 
Informed Consent and Oil Palm Plantations: a 
guide for companies, 2008).

s M a l l h o l d e R s  I n  t h e  R s P o

The RSPO was established as a 
multistakeholder forum to address social and 
environmental issues in oil palm cultivation 
and palm oil production in 2003. Early 
stakeholders involved were NGOs concerned 
about human rights violations, working 
conditions and threats to biodiversity in the 
growing palm oil industry.

In the initial phases of the RSPO and 
development of the standard, smallholder 

interests were weakly represented – 
primarily through three NGOs, Oxfam, Sawit 
Watch and Forest Peoples’ Programmes. 
FELDA (the Malaysian land settlement 
scheme) has held the smallholder Executive 
Board seat since 2005.

To some extent, smallholder inclusiveness 
was a minor concern to the organisation at 
large, as the marketplace was more involved 
in issues which could lead to reputational risk, 
such as protection of wildlife and endangered 
species. However, the RSPO seeks to support 
smallholders in the following areas:

•	 strengthen smallholders and their 
associations position in the value chain

•	 assist smallholders in increasing yields and 
quality of their palm oil while complying 
with sustainability standards

•	 assist smallholders in replanting schemes

Despite these commitments, it was only 
in late 2005 that the issue of smallholder 
inclusiveness was given a formal forum in the 
RSPO. The Task Force on Smallholders (TFS) 
was set up by a General Assembly Resolution 
with a mandate to promote smallholder 
participation in the RSPO, carry out diagnostic 
surveys of smallholder situations and 
views, carry out and document trials of the 
application of the P&C with smallholders and 
ascertain the suitability of the RSPO Principles 
& Criteria for smallholders and make proposals 
on how best these can be adjusted, nationally 
and/or generically to ensure favourable 
smallholder involvement in sustainable palm 
oil production. The aim of the Task Force 
was to ensure that smallholders are not 
marginalised from the sustainable palm oil 
market and are able to benefit from improved 
standards and best practice. Although the TFS 
reported directly to the RSPO Executive Board 
(EB), it suffered from low levels of funding and 
little Board ownership.

tools and aPPRoaches
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tools and aPPRoaches

While the RSPO’s P&C were formally adopted 
in 2005, the smallholder Generic Guidance for 
the Certification of Scheme Smallholders was 
not adopted until 2009, and the equivalent 
for Independent Smallholders under Group 
Certification was only completed in 2010.
Despite these results, smallholder 
participation within the RSPO system 
remains limited. Several challenges need to 
be overcome in order to create a smallholder-
inclusive system. Part of the challenge is 
linked to the RSPO system itself, such as the 
standards, guidance documents, supply chain 
systems and incentive mechanisms. Other 
challenges are more related to the institutional 
environment in which smallholders operate, 
such as access to finance, access to farmer 
organisations and technical assistance.

NGOs and consultancies have played a 
critical role in promoting smallholder 
inclusiveness and capacity building. Forest 
Peoples’ Programme, Oxfam and Sawit 
Watch have lead the work to consult and 

include smallholders. Solidaridad, GIZ and 
Wild Asia have also played critical roles in 
building capacity and prepare smallholders 
for certification through a variety of 
support systems.

Over the past two years, smallholders do 
appear to have gained a stronger voice in the 
RSPO. The annual RSPO conference (RT) now 
sees reasonably large groups of smallholders 
actively participating, and the RSPO have 
‘promoted’ the Smallholder Taskforce to a 
Smallholder Working Group with increased 
and stable funding. In addition, smallholder 
certification schemes are now eligible for 
funding from the RSPO Smallholder Support 
Fund. However, the majority of RSPO certified 
companies have yet to achieve full certification 
for smallholders. and are not being threatened 
or reduced. Participatory mapping exercises 
involving affected and neighbouring 
communities is the recommended approach in 
cases customary rights areas are unclear.

The methodology combines geomatic 
technologies, like GPS, with work with 
community members to map the boundaries 
of indigenous lands and the forms of 
customary land use within these areas. 
A first step may be to select a joint team 
of community representatives who will 
oversee community involvement in the 
mapping and who may be accompanied by 
company observers. The team can then use 
the GPS devices to survey the boundaries 
of community lands and establish where 
there is overlap between these lands and 
the areas where the company is interested 
in establishing its operations. More detailed 
mapping can then be undertaken of the areas 
of overlap to establish exactly who are the 
rights-holders in these areas and what are the 
current and historical land uses and cultural 
values of the areas (RSPO, Free, Prior and 
Informed Consent and Oil Palm Plantations: a 
guide for companies, 2008).
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challenges & lessons

1  l a n d  g o V e R n a n c e  a n d  a P P R o P R I at e  c o n s u ltat I o n

K e y  l e s s o n s :

•	 There is a clear link between land governance models, efficiency and level of conflict 
•	 RSPO tools and support systems may be effective in preventing and resolving conflicts

‘B e h I n d  e V e R y  s M a l l h o l d e R 
I s  a  l a n d  c o n f l I c t’

While this statement may not be technically 
accurate and there exist numerous exceptions, 
land conflict does seem to be closely link with 
smallholder developments, both schemed 
and independent. This has both practical and 
historical reasons:

The type of land suitable for oil palm 
cultivation is primarily in a relatively 
narrow belt around the equator – often 
in previously forested areas where local 
communities reside in remote locations 
without formally or legally recognised land 
rights and lacking recognition of customary 
land use and rights. As a result, national 
or regional authorities have often granted 
concessions in areas with a long history of 
traditional land use, without consultation 
and engagement with communities. In many 
cases, these communities have been offered 
palm smallholdings with little/no choice 
in the matter. At a practical level this has 
been exacerbated due to the small size of 
concessions granted – very few cash crops 
can be profitably cultivated on a few hectares.

Just as smallholders and communities are 
highly diverse there is no simple dichotomy 
of types of conflict. The palm oil experience 
does point to a strong link between type of 
land governance and legal recognition and the 
accompanying risk of conflict. As previously 
outlined, the RSPO (and its members) have 
provided an extensive range of practical tools 
and approaches to seek to prevent or resolve 
conflicts, which if used in the appropriate 

context may provide guidance for sectors 
beyond palm oil.

n e W  s e t t l e M e n t s  a n d  l a n d 
g R a n t s  –  l o W  l e V e l s  o f 
c o n f l I c t

In a few and unique cases, smallholder oil 
palm has been developed in areas with no 
recorded prior land use, such as the Malaysia 
FELDA scheme developed by the government 
specifically to provide the rural poor with land 
ownership (see box).

Similarly DAABON’s cooperate scheme 
in Northern Colombia was developed on 
abandoned land to encourage farmers who 
had been displaced during the violence of the 
1980s and to return to the area. DAABON 
provided incentives through easy credit terms 
and agricultural support to grow banana and 
oil palm. Not surprisingly, such schemes have 
a very low incidence of conflict, since the 
communities and smallholders involved did 
not have any prior claim or use of the land.

The long-term success of such schemes 
depends on ongoing monitoring of community 
needs through social impact assessments, as 
well as operational support through extension 
services and credit facilities.

R e c o g n I s e d  c u s t o M a R y  R I g h t s 
a n d  o W n e R s h I P 
–  M e d I u M  R I s K  o f  c o n f l I c t

Some territories and national contexts have 
a robust legal framework for recognition 
of customary and indigenous rights. In the 
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challenges & lessons

palm oil context, this has been most evident in Latin 
America where most countries have assigned indigenous 
land, as well as in Papua New Guinea where 97% of land 
is designated as belonging to communities. Where such 
ownership of land is legally established, the main challenge 
is to ensure that appropriate consultation takes place, and 
to establish who may have the right to speak on behalf of 
communities. FPIC processes therefore play a critical role in 
preventing conflict.

However, due to the long lifecycle of oil palm, agreements 
with communities are very long-term, typically 40 years or 
more. As a result, generational differences and preferences 
can therefore lead to future conflicts. Ongoing social 
impact assessments and engagement with communities is 
therefore crucial for sustained relationships.

u n c l e a R  l a n d  g o V e R n a n c e 
–  h I g h  R I s K  o f  c o n f l I c t

The highest level of complexity and conflict appears 
to happen where smallholders and communities have 
customary, but not legally recognised rights. This often 
occurs in jurisdictions with an inadequate legal framework 
for rights established through historical use and/or where 
the state lays ownership claims to land over community 
and individual rights (Forest Peoples Programme, 2013). 
There are well-documented cases of conflicts of this nature 
in Sarawak, Indonesia and Colombia – and issues such as 
these are highly likely to emerge in newly open economies 
with weak individual and community property rights, such 
as Myanmar, Laos or Vietnam.

In these types of legal settings, it is critical that agricultural 
developments are not only accompanied by a robust FPIC 
process, but also an extensive participatory community 
mapping process to ensure that boundaries and conflicting 
claims are established before any negotiations and 
schemes can be developed. In addition, such a process 
requires the engagement of local and national authorities to 
ensure that the outcome of these processes are respected. 
In some cases (e.g. in Kalimantan), agricultural concessions 
are granted on the condition that operations proceed within 
a limited timeframe (often one or two years), which do not 
provide sufficient time for detailed consultation.

f e l d a  M o d e l

FELDA was established 
in 1956 by the Malaysian 
government with the specific 
aim of alleviating rural 
poverty and provide landless 
poor with their own land. 
Each settler family was 
awarded with residential 
land as well as 4ha. in a 
settlement which also 
supplies schools, medical 
services and leisure facilities.

Originally, FELDA schemes 
were designed as co-
operatives, where instead 
of each settler owning a 
defined piece of land, each 
settler held an equal share 
in the ownership of the 
particular scheme. However, 
the settlers did not prefer 
this scheme, as workers 
who did not tend to the land 
properly still benefited (a 
sort of free rider problem). 
The government then set 
up a 3-phase plan, where 
in the first phase, the co-
operative remained as a 
mechanism for the settlers 
to learn how to farm. In the 
second phase, each settler 
was given a specific plot of 
land to work, and in the third 
phase, was given the land 
title to that plot. However, 
the settler was forbidden 
from selling the land without 
permission from FELDA or 
the federal government.
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challenges & lessons

Med

loW

hIgh
RIsK of

conflIct

New settlements
and land grants

Recognised prior land 
use or customary rights

Unclear land 
governance

•	 Participatory mapping
•	 Buy-in from local/regional/national 

authorities

•	 Consultation
•	 Social impact assessment
•	 Support and extension service

•	 Robust FPIC

tools and aPPRoaches RequIRed:

h I s t o R I c a l  c o n f l I c t  – 
a  d I l e M M a  f o R  c o M M u n I t I e s 
a n d  n g o s

A large number of conflicts are historical 
in nature and often emerge as a result of 
take-overs. Many palm oil developments 
were established before an understanding of 
customary rights was common, and before 
companies routinely implemented FPIC and 
mapping processes. A large proportion of 
ongoing conflicts are therefore based in past 
faulty or missing consultation processes as 
well as unrealistic or broken promises made 
by palm oil developers. Such situations are 
often much more difficult to resolve, as 
schemes and developments have already 
been established, making it difficult to restore 
boundaries, and there is often a decade-long 
animosity and mistrust in the community 
towards the previous owner which is 

transferred to any company taking over the 
development. As such cases can take many 
years to resolve, there have not as yet been 
examples of successful resolutions of such 
cases, although some progress has been 
documented (REA Holdings, 2012).

To some extent, the RSPO certification scheme 
provides a disincentive to resolve such long-
term conflict, as companies are barred from 
further RSPO certification until conflict is 
resolved. In several cases this rule has led to 
the disposal of land mid-conflict to non-RSPO 
members, potentially denying communities 
further access to remedy. For community 
and NGO advisors this poses a dilemma 
between the need to seek an effective and fair 
resolution on the one hand, and the need to 
not drag out the resolution to an extent where 
companies give up.

2  ReconcIl Ing foRest conseRVatIon and the RIght to deVeloPMe nt

K e y  l e s s o n s :

•	 Inherent conflict between environmental protection and basic communities must be 
mapped prior to development or land set-aside

•	 FPIC and community mapping must incorporate discussions on land set-asides

Over the past 10 years, palm oil producers 
have become increasingly committed to the 
protection of biodiversity, avoidance of high 
carbon stock land and the protection of
wildlife. Increasingly sophisticated 

frameworks such as the High Carbon Stock 
(HCS) methodology promoted by the Forest 
Trust (TFT) and the High Conservation Value 
(HCV) Framework supported by WWF are 
becoming best practice in the industry and 
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applied before any new developments are approved.

These frameworks do have social aspects and recognise 
the cultural significance of landscapes, traditional land uses 
as well as the protection of sites such as burial grounds.

However, the protections in these frameworks are largely 
rights-based, rather than a proactive recognition of 
development needs. As a result, concerns are often raised 
that the avoidance of developments for environmental 
reasons risk marginalising communities from developments 
which might have brought health, education and economic 
development to the areas.

Papua New Guinea and Irian Jaya provide the most striking 
examples of this dilemma. Over 70% of the Island is covered 
in forest – much of it primary rainforest, and most part 
of a wider eco system service. As a result there is only a 
very limited land bank on which commercial agriculture is 
allowed under frameworks such as HCS and HCV.

Similarly, the emerging best practice of excluding 
development on peat is now excluding large land areas in 
Kalimantan, Indonesia and Sarawak, Malaysia.

Communities in such locations are increasingly raising 
vocal opposition against such environmental protection, 

h I g h  c a R B o n
s t o c K

Forests and trees act as 
natural carbon stores, but 
this carbon is released when 
the trees are felled and the 
area deforested. The amount 
of carbon stored within an 
area of land varies according 
to the type of vegetation 
cover, so it is beneficial for 
developments to take place 
on areas with low carbon 
stock (Greenpeace, 2013).

A HCS forest identification 
methodology is based on 
vegetation stratification 
that delineates ‘young 
scrub’, grasslands and bare 
land as non-HCS, and ‘old 
scrub/young regenerating 
forest’, secondary forest 
and primary forest as HCS 
(RSPO, Critical Issues in the 
RSPO P&C review, 2013).

demanding the right to be included in decisions about their land. In early 2014, the NGO Forest 
Peoples Programme published a critical report, describing how the widely praised Golden Agri 
Resources (GAR) policy on HCS has been received by communities and smallholders affected:

‘As for the proposed set asides of High Carbon Stocks in line with GAR’s new Forest Conservation 
Policy, these are deeply unpopular both with those communities refusing the company’s presence 
and with those thathave pinned their hopes on oil palm. The imposed categorisation of forested lands 
according to their carbon stocks ignores the peoples’ own systems of land use, land ownership and 
land classification and thus limits their livelihoods and options for income generation.’ (Forest Peoples 
Programme, 2014)

The FPP report includes detailed recommendations on more effective consultation procedures 
highlights the need for set-aside of land to be an equal part of the FPIC and participatory 
mapping procedures.



The dilemma is also at the heart of the 2013 Forest Policy published by PNG-based palm oil 
producer NBPOL, which commits to HCS and protection of HCVs, but with some exceptions to 
allow for basic needs of communities through the concept of ‘The One-hour Principle’, which 
allows certain types of secondary forest conversion to allow for communities the right to:

Neither FPPs recommendations, nor NBPOL’s policy can resolve what is ultimately a trade-off. 
Denying communities who live in pristine primary rainforest action to social development is 
likely to create a back-lash, or simply encourage even more damaging slash-and-burn or for 
less scrupulous developers to move in.

ONE
HOUR
PRINCIPLE

challenges & lessons

access to 20 litres 
of tap fed potable 

water within 1 
hours’ walk

access to a medical 
health post within 1 

hours’ walk

access to a primary 
school within 1 

hours’ walk 

15
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h I g h  c o n s e R Vat I o n  Va l u e s  ( h c V )

The concept of High Conservation Value 
Forests (HCVF) was first developed by the 
Forest Stewardship Council (FSC) in 1999 
as their nineth principle. The FSC defined 
HCVF as forests of outstanding and critical 
importance due to their environmental, socio- 
economic, cultural, biodiversity and landscape 
value. There are six recognised forms of High 
conservation values forests (ProForest, 2003):

HCV1. Forest areas containing globally, 
regionally or nationally significant 
concentrations of biodiversity values (e.g. 
endemism, endangered species, refugia).
HCV2. Forest areas containing globally, 
regionally or nationally significant large 
landscape level forests, contained within, 
or containing the management unit, where 
viable populations of most if not all naturally 
occurring species exist in natural patterns of 
distribution and abundance.

HCV3. Forest areas that are in or contain rare, 
threatened or endangered ecosystems.

HCV4. Forest areas that provide basic services 
of nature in critical situations (e.g. watershed 
protection, erosion control).

HCV5. Forest areas fundamental to meeting 
basic needs of local communities (e.g. 
subsistence, health).

HCV6. Forest areas critical to local 
communities’ traditional cultural identity 
(areas of cultural, ecological, economic or 
religious significance identified in cooperation 
with such local communities).

R e d d +

Conceived as a key mechanism for the post-
2012 climate agreement, REDD stands for 
“Reducing Emissions from Deforestation 
and Degradation”. The (+) was inserted later 
to signify the addition of conservation and 
enhancement of carbon stocks, such as 
through sequestration. The basic concept is 
that “countries that are willing and able to 
reduce emissions from deforestation should 
be financially compensated for doing so”.

Simple as it seems, REDD has generated a 
huge global debate since it was put on the 
agenda of the UN Framework Convention 
on Climate Change (UNFCCC) for discussion 
at the 11th Session of the Conference of 
Parties (COP11) in Montreal in 2005. Intense 
negotiations were seen at the COP15 meeting 
in Copenhagen in late 2009 as there is 
much uncertainty over the real benefits and 
effectiveness of REDD and how it will be 
implemented and funded (Teoh, 2010).

challenges & lessons
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3  suPPoRt systeMs: fundIng, eXtensIon seRVIces and caPacIty BuIldIng

K e y  l e s s o n s :

•	 First-tier processors (mills) are best placed to provide support and engage smallholders
•	 Government support and funding is critical for long-term capacity building
•	 NGOs/IGOs can play a positive role acting as a fund raiser and supply third-party expertise to mills
•	 NGOs/IGOs play a critical role in consultation/engagement and conflict resolution

Smallholder inclusiveness and development is 
a priority in all three sectors:

the PRivate SectOR operates with a limited 
available land bank, and needs a growing part 
of smallholder land to keep up with growth – 
and in addition, many companies are aware 
that their local license to operate depends 
on the extent to which they can prove the 
benefits of oil palm to communities.

The role of the private sector in smallholder 
support and inclusion cannot be 
underestimated. They bring to the table 
agricultural experience and are better placed 
to advice, train and build capacity than any 
other stakeholder. Likewise they are more 
likely to have access to cost-effective and 
quality supplies of seed, fertiliser, chemicals 
and other agricultural inputs.

In an RSPO context, companies have also 
often played a major role in providing 
credit facilities to schemed or associated 
smallholders. This is crucial in oil palm, where 
harvesting can only be undertaken approx. 
3 years from planting. Lack of credit would 
often mean economic hardship for this 
period, discourage replanting and/or the use 
of quality seed and use of good fertilising 
practices. Ultimately this would lead to low 
productivity at a high cost to both company 
and smallholder.

GOveRNmeNtS see smallholder development 
as critical in poverty alleviation and national 
growth. Smallholder projects are also 

politically popular and concessions to foreign 
investors need this element in order to be 
domestically acceptable.

The most active government role is seen in 
Malaysia – through the FELDA developments 
and through Malaysian Palm Oil Board (MPOB) 
who provide support services to independent 
smallholders and outgrowers, such as advice 
on good agricultural practice. However, in the 
case of government bodies such as MPOB, the 
lack of direct interaction between companies 
and smallholders often means that companies 
fail to develop appropriate mechanisms 
to support smallholders, and relinquish 
responsibility. As a result, smallholders may 
miss out on high-quality support and advisory.

NON-GOveRNmeNtal ORGaNiSatiONS (NGOS) 
aND iNteRGOveRNmeNtal aGeNcieS (iGOS) 
see smallholder developments as a means 
to combat rural poverty and enhance food 
security. In the context of the RSPO they have 
also taken a strong role on two aspects: Firstly 
as a facilitator and fund raiser for smallholder 
development and capacity building and 
secondly as as a mouthpiece for complaints 
and grievances and arbitrator in conflict 
resolution.

In the former role, NGOs have often filled a 
gap – particularly critical in areas or countries 
where government is not playing a supporting 
role, either because of political priorities or 
where the palm oil sector is not strategic to 
the national economy, such as in Thailand or 
Brazil. In these areas, organisations such as
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Solidaridad and GIZ has provided the 
appropriate funding and resources. However, 
one view is that such involvement is far 
less effective than parallel programmes 
run by companies, but that the additional 
funding that comes with such support makes 
it attractive for companies to use these 
schemes, rather than to provide the capacity 
and manpower themselves.

The second, and more critical role taken on by 
NGOs is that of conflict mediator, facilitator 
and ‘translator’ between companies and 
communities. The IFC Compliance Advisor/
Ombudsman (CAO)2 has been relatively 

effective in leading conflict resolution 
processes, whilst NGOs such as FPP and 
Oxfam have played a critical role as watchdogs 
and advocates on behalf of smallholders 
and communities. Conversely, government 
have not appeared to play a helpful role – 
often conflicted between allegiance to the 
corporates and needs of smallholders, and in 
addition often contributing to the confusion 
through conflicting concession policies. This 
has been strongly highlighted in Indonesia and 
Colombia, where many land concessions are 
rushed and granted without due consideration 
to customary rights.

sIMPlIfIed oVeRVIeW of an effectIVe dIstRIButIon of ResPonsIBIlItIes

focus aRea/ functIon coMPanIes (MIlls) goVeRnMent ngos

Complains and 
consultation procedure

Operational support

Critical role in 
setting up robust 
consultation 
and complaints 
procedures

Critical role 
in driving and 
providing 
extension services, 
credit and quality 
agricultural inputs 
(seed, fertiliser, 
chemicals)

Through legal 
system only.
Hands-off 
approach to enable 
and support civil 
solutions

Critical role in 
funding and 
capacity support 
in setting up 
extension services

Critical role as 
watchdog and 
as facilitator, 
‘translater’ and 
advocate for 
communities

Fund raising and 
support for e.g 
train the trainer 
programmes.

2 The Compliance Advisor Ombudsman (CAO) is the independent recourse mechanism for the International Finance Corporation (IFC) and Multilateral 
Investment Guarantee Agency (MIGA). The CAO responds to complaints from project-affected communities with the goal of enhancing social and 
environmental outcomes on the ground.
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4  l e V e R a g I n g  M a R K e t P l a c e  a c t o R s  I n  I n c l u s I V e  a g R I c u lt u R e

K e y  l e s s o n s :

•	 Brands and retailers in Europe value visible smallholders and women in supply chains, but 
with a low willingness to pay a premium for products

•	 Demands for traceability and positive impact is an emerging trend and may bring 
competitive advantage

•	 A high level of risk management and assurance is required

The success of the fair trade movement and values-
based brands such as The Body Shop has made ‘story-
telling’ as part of the retail proposition attractive in 
many European and North American markets. Retailers 
and brands are increasingly looking for a positive 
social message to convey to consumers, employees 
and other stakeholders. The RSPO has sought to 
provide for such needs through the launch of an official 
trademark.

However, palm oil and its derivatives is often an 
‘invisible’ ingredient – labelled by means of obscure 
chemical names or simply as ‘vegetable oil’. The 
controversy surrounding palm oil, and certain NGOs criticism of the RSPO standard has also 
created a situation where brands and retailers are hesitant to disclose or promote their use 
of palm oil. In combination, these factors make story-telling and labelling risky and less 
attractive in the marketplace.

A small proportion of brands and retailers have shown an interest in palm oil with a proven 
benefit to smallholders and to women – but this is primarily seen as ‘competitive advantage’ 
for the palm oil producer in question, rather than providing an enhanced product. There is 
therefore no indication that ‘fair trade’ type labelling and a market-driven approach is likely to 
be effective in developing more inclusiveness in supply chains.

On the other hand, a product or commodity which is commercially competitive (i.e. with no 
price premium), but can deliver full traceability all the way to smallholders and a proven benefit 
to marginalised or vulnerable communities may well see a strategic advantage – i.e. a ‘nice to 
have’ which creates customer assurance and loyalty. In the past years, such preference has 
been explicitly expressed in leading brand policies policies, e.g. Unilever (Unilever, 2013) and 
Ferrero (Ferrero, 2013), both of which commit to full palm oil traceability.
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A large proportion of RSPO certified palm 
oil are retailer or consumer brands with a 
high level of risk aversion. At the same time, 
a significant amount of the public scandals 
highlighted have involved land conflict or 
practices outside of the organisational 
boundaries of the main palm oil company.

High-profile cases include the small Colombian 
palm oil producer DAABON, who got involved 
in a widely publicised land conflict in 2010 
through a joint venture. As a prominent 
customer of DAABON, The Body Shop was 
targeted by campaigners calling for boycotts 
of the brand. Similarly, in 2010/11, Wilmar 
was embroiled in a conflict in Jambi, Sumatra, 
and campaigners put pressure on a number of 

international brands to boycott the company. 
Whilst both of these cases are now closed, 
they are likely to have caused much disruption 
and at least temporary reputational damage 
to the brands involed.

It is therefore tempting for brands to 
avoid involvement with companies which 
rely significantly on smallholders. The 
complexity of the conflicts are too great to 
be communicated appropriately in a sensitive 
consumer context, and the ‘patience’ of brands 
often cannot stand up to the resolution of 
historical conflicts.

DILEMMA 
SMALLHOLDERS AS A RISK IN THE 
VALUE CHAIN

20
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5  e c o n o M I c  e M P o W e R M e n t  o f  W o M e n

K e y  l e s s o n s :

•	 Limited lessons as gender inclusion is not tackled specifically in RSPO
•	 FPIC/consultation must include a specific gender focus
•	 In some cultural contexts separate pay-streams for women may aid family health and nutrition

The RSPO/palm oil experience offer few 
insights into mechanisms for gender inclusion 
in the value chain. While the Principles & 
Criteria offers guidance on some aspects of 
gender-specific policies these are primarily 
aimed at workplace practices.

Experience suggest that the most effective 
means of promoting gender inclusion is 
in the early stages of any consultation/
FPIC process. Often such processes focus 
on engagement with community leaders, 
who are very rarely female, and a robust 
understanding of women’s perspectives is 
often missed out as a result.

Women’s involvement in oil palm is often 
marginal due to the physical demands of 
tasks such as harvesting, and the hazards 
of chemical handling on reproductive health. 
Public reporting from estate operations 
suggest that less than 20% of workers are 
therefore female, often in low-paid positions 
such as manual weeding.

t h e  P a P u a  n e W  g u I n e a  M a M a 
l u s  f R u I t  s c h e M e

Evidence from PNG suggests that this 
marginalisation can have severe implications, 
as male heads of households often withhold 
wages to the detriment of basic nutrition 
for families. In the PNG case, the company 
set up a loose fruit collection (Mama Lus 
Frut) scheme where women were employed 

directly with the company and received 
pay directly paid out to them. The scheme 
has been in operation more than 15 years 
and remains very popular. According to an 
impact assessment study (ACIAR, 2002) 
since the introduction of the mama card, 
mean household income is estimated to have 
increased 18% on single household blocks and
by 14% for families on multiple household
blocks. The greater percentage of this
increase in income goes to women. For
example, before the scheme was  
implemented, women received around 16% 
of household income on a single household 
block; which was increased to 29% of 
household income five years after the scheme 
was introduced.

New Britain Palm Oil
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Methodology

RefeRences

The paper draws primarily on the experience 
of the author, Rikke Netterstrom, in her roles 
as Executive Board member (2004-2008) and 
Interim Secretary General (2010), as well as 
her work as a consultant with a wide range of 
palm oil producing companies and other parts 
of the palm oil value chain (2008-2014).

Conclusions are based on this experience as 
well as interviews smallholder representatives 

and women’s groups in Solomon Islands PNG, 
Indonesia; Malaysia and Colombia at various 
points from 2008-2012.

To further substantiate conclusions and 
discussions point, interviews were undertaken 
with a range of stakeholders involved with 
smallholder aspects of the RSPO.
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