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EXECUTIVE SUMMARY

The oil pam industry is one of the more successful rura developments in
Papua New Guinea. Oil Pam is grown in five areas Hoskins and Bidla in
West New Britain, Popondetta, Milne Bay and New Ireland, with over 14,500
smallholder oil pam blocks. In 2000, smalholders produced approximately
531,264 tonnes of FFB (worth K36.5 million) which accounted for 33% of
total production, the company estates producing the balance. In 2000 oil pam
exports accounted for 32% of the total value of Papua New Guined's
agricultural exports, and 5% of total Papua New Guinea exports. h the same
year the value of oil pam exports exceeded coffee, traditionaly the most

important commodity crop in terms of foreign exchange earnings.

Whilst there has been a large increase in the total area under smalholder
cultivation, improving smallholder productivity remains one of the industry’s
major challenges. Smallholder productivity per hectare is much lower than that
of the estate plantations, and village oil pam (VOP) productivity is below that
of the land settlement schemes (LSS) (except for Popondetta).

In 1999 project funding was approved by ACIAR to research the biophysical
and socio-economic interactions of factors affecting productivity among oil
palm smalholders in Hoskins and Popondetta. The primary am of the
research was to help improve smalholder oil pam productivity. The main

objectives of the project were to:

gain an understanding of the socio-economic constraints on smallholder
production;

evauate the Mama Lus Frut Scheme;

develop dtrategies for more effective extension interventions;

make recommendations for change that might result in further increases in
smallholder productivity, and

produce awork manual for extension officers.



With the assistance of OPRA staff, research was undertaken at the Hoskins and
Popondetta schemes with smallholders the focus of data collection. Other key
stakeholders that participated in the research included OPIC, NBPOL, HOPL,
customary landowners and industry associations, such as the oil pam growers
associations. The research employed semi-structured interviews, casestudies,
guestionnaire surveys, workshops, focus groups, anaysis of industry
smalholder data bases and the review of relevant reports and published
literature.

At the beginning of the data collection phase, workshops with extension
officers a Hoskins and Popondetta identified the key variables explaining
variation in smalholder productivity (particularly harvesting practices, rates of
fertiliser use and levels of commitment to oil pam) as physica factors;
agronomic and farm management practices, intrahousehold relations and
decision-making; income distribution; time and cash management skills, tenure
Security; economic necessity to harvest; level of interest in oil pam harvesting;
and the persona characteristics of growers. Building on this knowledge and
working closaly with smallholders, the study identified the following factors
affecting smallholder productivity:

1. Oil Palm is one of many economic activities smallholders
pursue

- In addition to oil pam, smallholders are involved in a range of economic
activities which we define as livelihood strategies. Smalholder livelihood
strategies promote household economic and social security by increasing
income and diversifying income sources, strengthening people's capacity to
meet their needs, increasing the range of options and choices available to
households, enhancing food security and reducing household risks.

- The main smdlholder livelihood strategies include managing a range of cash
crops, wage employment, operating smal business enterprises, garden
production for home consumption and local markets, and indigenous exchange.
These non-oil palm activities sometimes compete for labour and time with oil

pam production; a other times they have a postive influence where they



contribute to income and food security thereby adding to household well-being
and broader socia stability on the schemes.

- For many smallholders, access to aternative income sources is necessary to
meet household needs, especidly on highly populated LSS blocks and/or
during times of depressed oil palm prices. An important reason why
smallholders pursue income diversification is to even income variations due to
the fluctuating price of oil pam.

- For many VOP smallholders in Hoskins and Popondetta, entry into oil palm
production is relatively recent and many retain holdings of other export cash
crops, especially cocoa and copra. In a survey of 100 VOP and LSS
smallholder blocks at Hoskins, 72% and 26% respectively had access to other
export cash crops. Of the Hoskins VOP blocks with cash crops, 83.5% had
two or more types of cash cropsin addition to oil palm.

- The oil pam plantation estates provide opportunities for short-term casud
employment and long-term employment of smalholders. The former often
provides temporary financia relief for block residents at periods of peak cash
demand such as when school fees are due, or payments must be made for
customary obligations.

- Access to off-block wage employment can add significantly to materid
standards of living on smallholder blocks. Whether off-block employment or
df-employment adversdly affects oil pam productivity requires further
research, though the evidence suggests that off-block employment is only a
problem when it limits labour avallability a harvest times. On the more
heavily populated blocks at Hoskins, off-block employment provides very
important supplementary income, and relieves some of the economic and
population pressures on the blocks.

-Food garden production is extremely important for LSS and VOP
smallholders in terms of labour demands and meeting household consumption
requirements. At Hoskins labour alocated to gardening exceeds that allocated
to oil palm and is the dominant activity carried out by smalholders. Thisis
most notable among women who allocate amost 2.5 times as much labour to
food gardening as to oil palm; for Hoskins men, gardening and oil pam are of

about equa importance in terms of the amounts of time alocated to each



activity. At Popondetta, men spend more time in oil palm related work than
gardening, and women spend considerably more time in garden production
thanin oil palm.

- Approximately 80% of categories of meal ingredients at Kavui LSS and
Popondetta were from gardens compared with about 50% of mea ingredients
from food gardens at Gaungo VOP. The balance at Gaungo is made up of store
foods, (mostly tinned fish and rice) and fresh fish and meat. The higher protein
diets of VOP smalholders at Hoskins are partly a reflection of the wider range
of income choices available to VOP smallholders and the greater population
pressure on LSS blocks, where falling per capita incomes from oil pam are
increasing settlers’ dependence on subsistence food production.

- The marketing of food crops, coconuts, betel nut, tobacco, processed foods
and manufactured items at local markets provides a regular additional income
for women at both Hoskins and Popondetta. At Hoskins, market income is
especialy important for women from the LSS schemes. A survey of women
sdling a several markets around Kimbe and Hoskins, reveded that 54% of
sdlers were from LSS schemes and 8% were settlers residing on village land,
and LSS women were disproportionately over-represented in local markets in
terms of the vaues of items for sale, especidly garden produce. At Hoskins,
VOP women are not as heavily involved in marketing garden produce.
Average earnings per market vist were K10.91 a Hoskins and K4.64 at
Popondetta.

- Most smallholders are involved in various forms of customary production and
exchange, especidly VOP producers. For many VOP smadlholders, the
motivation to harvest is not so much concerned with accumulating savings for
capital investments or consumption in the market economy, but with
redisributing wealth through kin exchange. Some smdlholders with
intermittent involvement in oil pam production may not harvest for severd
months but will do so to contribute to a communal feast or exchange. For more
regular VOP producers, oil palm production may incresse sgnificantly when
customary demands are unusually high. Thus, the requirements of customary

exchange can drive peopl€’ sinvolvement in oil palm production.

XiX



2. Population growth is creating economic and social pressures
on the LSSs
- Population presaure is beginning to emerge on the older LSS schemes such as
Hoskins (and possibly Bidla) as the second generation marry and establish
their own households on the block. Many blocks are now supporting severa
families
- Population density per LSS block & Hoskins has increased from 8.6 persons
per block in 1990 to 13.3 in 2000 with an average of 2.9 families per block.
The current high numbers of households per LSS block at Hoskins partly
reflect the difficulties settlers now face in returning to their “home” villages or
acquiring land or off-block employment in WNB or elsewhere in Papua New
Guinea
- The more populated blocks are complex economic and socia units and very
different to the single families that first settled on the LSSs in the late 1960s
and early 1970s.
- Socid instability and conflict is associated with heavily populated blocks.
Many multiple household blocks experience economic and population
pressure, and disputes and violence often occur on payday over the distribution
of ail pam income. Inter- and intra-household disputes reduce social harmony
and can sometimes lead to significant disruption of oil palm production. In the
longer term they are a disincentive for smallholder investment.
- Economic pressure on populated blocks is leading to the development of
supplementary income sources to maintain household livelihoods. The trend to
increased reliance on nonoil palm income sources is likely to continue as
population grows and as it becomes more difficult through time for second
generation settlersto return “home’.
- Acquiring additional land is the primary desre of most smallholders
experiencing population pressure on their blocks. However, opportunities for
second generation smallholders to purchase LSS blocks are becoming
constrained by limited savings potential and the inflation of LSS block prices.
In response, some LSS settlers are “purchasing” land from customary
landowners, squatting illegally on government or private land, seeking land in

other provinces or moving into informal (sguatter) settlementsin urban centres.



- The growing numbers of smalholders illegally residing on government or
company land, or “purchasing” insecure VOP land have the potential to
seriousy undermine social stability in the future.

- There are increasing numbers of under-employed people on blocks, especially
youth, who are unable to participate fully in oil palm production. They are an
under-utilised resource for the industry, and in the longer term may pose a
threat to the socia sudtainability of the schemes as they become more
disaffected and aienated.

- With population increase it appears LSS smallholders are becoming more
reliant on garden production, athough the Mama Lus Frut Scheme may have
offset this reliance to some extent in Hoskins. Those blocks with high
populations, which do not have aternative sources of income, are reverting to
more subsistencelike lifestyles in which garden production is assuming much

more importance.

3. Smallholder household types and patterns of labour
organisation are diverse
- As the smallholder sector develops over time, diverse household types are
emerging. A major finding of the study is the transition occurring on LSSs
where the single nuclear family managing a block is being displaced by other
household configurations. Single, caretaker and multiple household types are
al now present on the schemes. The multiple household block is steadily
replacing the single household block.
- Single household blocks are largely found on VOPs and on the LSS at
Popondetta where population pressures are less. Thus, on the older LSS
schemes like Hoskins, single households are being replaced by multiple
families co-resident on a block.
- Alongside the diversification of household types new ways of organising and
remunerating labour are emerging. The shared wok bung production system
where al or most family members or co-resident households participate in
harvesting and block maintenance is no longer the only form of labour
organisation on the blocks.



- At Hoskins, some blocks with multiple households have moved away from a
shared wok bung style of work organisation (where most adults from al co-
resident households contribute to harvesting), to more individuaised units of
production where harvesting is rotated between co-resident households with
less shared inter-household labour harvesting and block maintenance. This
style of production organisation is referred to as ‘markim mun by
smallholders. Rotation (markim mun) production usually emerges in response
to the increasing number of co-resident households on blocks.

-In the shared wok bung production system, labour remuneration is not
necessarily commensurate with labour input, but rather payment is governed
more by gender, age or kinship status. Labour remuneration on a rotation
(markim mun) system is usualy expected to be commensurate with labour
input and there is less in-kind payment. Income distribution is often a source
of disputes on blocks and can result in the withdrawal of labour, disruptions to
harvesting or a shift in the production strategy from a shared wok bung system
to arotation (markim mun) system.

- The rotation (markim mun) production system, which appears to be
increasing, may be less efficient than shared family labour harvests. There is
some evidence to suggest that oil pam productivity is lower per hectare on
highly populated blocks that employ a rotation (narkim mun) system than on
highly populated blocks that continue to practice shared family labour
harvesting where more adults tend to participate in harvesting. Also, under a
rotation (markim mun) system there is a higher probability that block
maintenance will be neglected or disputed, replanting delayed and greater
avoidance of loan repayments.

- The shift to a rotation (markim mun) system on highly populated blocks
where households are operating more like independent nuclear family units is a
major socio-agronomic transformation occurring on the LSS at Hoskins (and
probably at Bidlad). At Popondetta this study did not record the rotation
(markim mun) system among smallholders, and OPIC staff recaled only a
small number of blocks that had this style of production organisation.

- The study of household types and labour organisation reveas that the

deployment of household labour in oil palm production is an outcome of



interactions between household decison-making, income distribution,
family/gender relations, the range of livelihood strategies pursued and
production motivation. All these factors affect oil palm productivity.

4. Land disputes and tenure insecurity undermining smallholder
commitment to oil palm and the long-term viability of the
industry

- Land conflicts take many forms in the oil palm smallholder sector, from the
large compensation claims demanded by customary landowners for land
dienated for estate plantations and land settlement schemes to inter- and intra-
household disputes over block ownership.
-Land conflicts are criticd production issues. Land disputes reduce
smalholder productivity by removing disputed stands of oil pam from
production and lowering smalholder incentives to invest in their long-term
futures (e.g., replanting or fertiliser uptake). Also, insecure tenure undermines
smallholder confidence in and commitment to oil pam, and deters economic
devel opment.

- Land conflicts on both VOP and LSS blocks are particularly serious in

Popondetta and are a major constraint on and challenge to improving

smallholder production.

- The “sdle” of customary land in some VOPs at Hoskins is leading to land

disputes between settlers and some landowning clan members, especidly

younger clan members who perceive future land shortages for themselves.

These disputes are undermining the future tenure security of settlers “owning”

VOP blocks.

- At Hoskins and Popondetta there is growing intolerance and resentment of

settlers (“outsiders’) who landowners believe are regping most of the rewards

of economic development and are the cause of growing land shortages in the

region.

Industry and OPIC Interventions
- To increase smallholder production and productivity, the industry has

introduced several smallholder initiatives. They include new payment systems,



credit schemes, fertiliser incentive schemes, infill plantings of oil pam on LSS
blocks, replanting programmes and developing new areas of smalholder oil
palm. The latter is restricted to VOP expansion and the development of mini-
estates on customary land.

- Replanting programmes at Hoskins and Popondetta are being hindered by a
reluctance amongst smallholders to replant. At Popondetta, smallholders are
reluctant to replant for several reasons including high debt levels, potentia loss
of income, low oil pam prices, tenure insecurity, rental arrears, poor road
conditions and aview by some smallholders that replanting is unnecessary.

- Despite problems of debt avoidance, interestfree, in-kind credit to
smalholders a Hoskins and Popondetta remains very important for
maintaining and enhancing smallholder productivity, socia harmony, and for
ensuring the future growth of the smallholder sector.

-In al project areas VOP plantings are increasing. Popondetta’s VOP
expansion programme under the Oro Expansion Project funded by the World
Bank has increased by over 7,840 hectares since the project commenced in
1993, far exceeding the initid project target of 3,500 hectares.

- Oil pam mini-estates (oil pam estates managed by private companies on land
leased from customary landowners) are a recent phenomenon and are
undergoing rapid expansion, yet the long-term socio-economic impacts are
little understood and difficult to predict. A particular concern is how to ensure
that the benefits from mini-estate development flow to women and groups
holding secondary rights in the resource.

- The most successful smallholder intervention has been a new payment system
for women known as the Mama Lus Frut Scheme. It has provided substantial
financiad benefits for the company and women. In 2000, participating women
earned K1,443 on average. Women spend a high proportion of their oil pam
income on food and family needs and this partly explains why smalholders
view the scheme as significantly improving the socia environment and genera
quality of life on the blocks.

- The Mama Lus Frut Scheme has helped households to better meet their needs
by strengthening livelihoods through improving income distribution and Iabour

arrangements within households, reducing reliance on garden/market income,



enabling households to meet short-term cash demands and social obligations,
and opening up new avenues for men to contribute to the household economy.

- The success of the scheme can be explained partly by the scheme's
guaranteed payment for women's labour, the way it was introduced, the
employment of female extenson officers in OPIC, and the high level of
support for the scheme by OPIC and NBPOL. Also, there were few
structural/cost barriers to participation in the scheme, and loose fruit collection
was easily incorporated into existing gendered work roles and patterns. Most
importantly, it strengthened household livelihood security through increased
financial and socia benefits for women.

- In the process of weighing up an industry or OPIC intervention, smallholders
often focus on how a proposed intervention fits into, strengthens or adds to
their existing livelihood dSrategies. OPIC or company initiatives for
smalholders are more likely to be successful if they are compatible with
household livelihood srategies which smalholders see as important in
maintai ning economic and socia well-being.

Recommendations
- Smalholder initiatives by the companies or OPIC to increase smallholder

production or productivity should aim to promote sustainable livelihoods
through increasing household choices, incomes, land security and socid
harmony.

- Develop more flexible payment systems to encourage greeter labour mobility
between blocks and more equitable distribution of income between co-resident
househol ds.

- Encourage the development of supplementary income sources that do not
draw labour away from oil pam production. This will help relieve some of the
economic pressures on smallholder LSS blocks at Hoskins.

- Maintain and enhance food security by encouraging strategies of sustainable
food garden production, like improving garden soil fertility through the
composting of empty fruit bunches and the application of inorganic fertilisers.
OPIC’s palicy of encouraging infill planting of oil palm on LSS blocks should
be reassesed.



- Address land disputes to ensure future land security and socia stability, and
conduct further research into the long-term socio -economic impacts of mini-
estate devel opment.

- Provide incentives for replanting by smallholders. Replanting *packages’
could include interest free credit and flexible loan repayment rates that take
account of prevailing oil palm prices. Promote high value market crops to
compensate for short-term losses in oil palm income during replanting.

- Continue the interest free credit schemes currently available to smallholders
from the oil pam companies. The vaue of these schemes to smallholders
could be enhanced sgnificantly by making repayment rates more flexible to
take account of fluctuations in oil palm prices.

- Promote family planning and budgeting among smallholders. This should be
supported by al stakeholders in the industry and the Department of Hedlth. As
al smalholders will soon be required to have bank accounts for the direct
payment of oil palm income, bank staff should regularly participate in industry
field days to provide advice on banking and budgeting. Finaly, as the long-
term social and economic sustainability of the schemes is being eroded by
population growth, it is imperative that family planning advice be made
avalable to smdlholders. As a matter of course, Department of Hedth Staff
should participate in field days to provide adviceon family planning matters.



