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Background
1.1 Oil Palm in Africa
Palm oil is the leading vegetable oil in the global fats and oils industry 
in	terms	of	production	and	trade.	Compared	with	other	vegetable	
oilseeds,	the	oil	palm	is	the	most	productive	being	up	to	10	times	more	
productive.	Palm	oil	has	been	used	extensively	in	the	food	industry	
as	cooking	oil,	shortening,	margarine,	milk	fat	replacer,	cocoa	butter	
substitute,	etc.	Its	range	of	use	also	extends	to	the	pharmaceutical,	
cosmetic,	biofuel	and	feed	industry,	with	various	oil	palm	products	(e.g.	
palm	kernel	cakes,)	and	derivatives	(such	as	oleochemicals	including	
fatty	acids,	glycerine	and	fatty	alcohols	as	well	as	surfactants)	being	
employed	to	diverse	uses.	The	versatility	of	palm	oil	has	allowed	it	to	
become the leading vegetable oil in the global fats and oils industry. 

Market forces have driven the enormous growth of the palm oil 
industry in the recent past and analysts predict a potential increase in 
consumption of more than 65% by 2020 over 2010 baselines (Mielke, 
2011). Over 55 million tonnes of crude palm oil are produced for global 
supply chains annually, of which less than 5%1  comes from Africa.      

Aside its commercial uses in global supply chains, palm oil constitutes 
an important component of the diet of many people in West and Central 
Africa. The red palm oil (synonymous with crude palm oil, CPO) is used 
directly as a frying oil, in sauces, as garnishing and may also be consumed 
directly with other staples such as cassava or beans. The fresh fruit 
bunches (FFB) from which palm oil is produced is also an important 
ingredient for soups and stews in the West and Central Africa region.

The oil palm (E. guineensis) is a native of West Africa and has been 
successfully established across the tropical zone (within 20 degrees of the 
equator in the past century). Oil Palm yields vary considerably based on 
management practices, genetics and geography (Levin, 2012). Currently, 
most of the palm oil production for global supply chains is concentrated 
in South-East Asia, with Malaysia and Indonesia alone accounting for over 
85% of global trade volumes. This is a result of rapid oil palm expansion 
drives in Malaysia and Indonesia from the 1960s. There is however, a 
planned expansion of oil palm plantations in West and Central Africa. In 
the past half-decade, over a million hectares of land has been allocated 
to oil palm growers, whilst negotiations continue for new concessions. If 
all planned expansion programmes are to go on, it is estimated that some 
half a million hectares of new oil palm plantations will be established in 
the region within the next decade 

This expansion in Africa has the potential to yield several positive social 
and economic benefits. However, there are concerns that most of the 
new plantations would be developed by big international companies with 
little trickle-down benefit to the local economy and poor communities. If 
the process is not well conceived and implemented, it could exacerbate 
rural poverty through reduced access to land for local communities 
brought about by the large scale concession acquisitions and the 
associated land expropriation.

1  http://apdholding.com/media/Infocenter_palm%20oil_agriculture/120513_BussinesdayNigeria_Update%20palm%20oil%20sector.pdf
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One means through which rural communities may benefit from the 
expanding oil palm industry in the region is through the empowerment 
of oil palm smallholders. This may be achieved by strengthening existing 
smallholder systems to significantly improve access to financing, 
increased productivity, enhanced milling efficiency, sustainability and 
access to markets. Alternatively, new workable smallholder models that 
are adapted to the realities of West and Central Africa can be developed 
together with investors, the smallholders themselves, governments and 
civil society groups active in the sector. 

At present, the unique attributes of oil palm smallholders in Africa 
which are largely influenced by traditional and socio-cultural factors 
have not been extensively documented (with the exception of various 
company sponsored out-grower schemes), and there is the risk that oil 
palm investments in Africa that have smallholder components would 
tend to do a wholesale importation of models from South-east Asia. For 
these smallholder schemes to yield the anticipated social and economic 
benefits, developers would need to understand the unique attributes of 
the world of the oil palm smallholders that could condition their ability 
to respond positively to incentives and new programmes. This paper 
presents a brief introduction to some of the key considerations that 
smallholder oil palm investments in West and Central Africa should aim 
to address.

1.2 Oil palm smallholders in Africa
1.2.1	Definitions

In West and Central Africa, most oil palm  is produced by small scale 
farmers (also known as smallholders) and milled by small artisanal and 
medium scale mills. No authoritative figures exist for the FFB produced 
by smallholders, though it has been estimated at around 90% of the 
total production (Vermeulen and Goade, 2006).

The term small-holder has an inbuilt connotation of limited land 
availability (Chamberlin, 2008). The epithet implies smallness of scale 
of operation. However, many other aspects of smallness will be critical 
to characterising resource-poor small scale farmers in West and Central 
Africa- such as limited capital, fragmented holdings and limited access 
to inputs. Varying definitions exist for the term smallholding in the 
agricultural sector (see box 2), and these may differ from commodity 
to commodity. The definition of smallholders also differs between 
countries and between agro-ecological zones. In the favourable rainforest 
zones  with high population densities and higher competition for land 
smallholder farmers often cultivate smaller land areas, at times less than 
one hectare , whereas they may cultivate ten hectares or more in less 
densely populated savannah areas. 

A definition of smallholders would ideally incorporate a combination of 
variables such as farm size and access to land, levels of incomes, input 
technologies, market orientation, communications capacity, kind of 
labour used, production systems, vulnerability of the farm and farmer 
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•	 Lipton (2005) defines family farms as “operated units in which most labour and enterprise come from 
the farm family, which puts much of its working time into the farm”;

•	 The World Bank’s Rural Strategy (2003) defines smallholders as those with a low asset base, 
operating less than 2 hectares of cropland;

•	 Dixon et al. (2003) define smallholders as farmers with “limited resource endowments, relative to 
other farmers in the sector” (Dixon, Taniguchi, and Wattenbach 2003);

•	 Narayanan and Gulati (2002) characterize a smallholder “as a farmer (crop or livestock) practicing a 
mix of commercial and subsistence production or where the family provides the majority of labour and 
the farm provides the principal source of income” (2002).

•	 Nagayets (2005) observes that the existing definitions span “a widely diversified group from middle 
class family businesses well-integrated into the market economy to subsistence farmers, who 
constitute almost 75 percent of the world’s poor”

and exposure to risks. Efforts to improve the livelihoods of smallholders 
must recognize that the characteristics of the group are not only 
important in concept but also vary widely in reality.

The Roundtable on Sustainable Palm Oil defines smallholders as farmers 
growing oil palm, sometimes along with subsistence production of 
other crops, where the family provides the majority of labour and the 
farm provides the principal source of income and where the planted 
area of oil palm is usually below 50 hectares in size. In West and Central 
Africa, most of the smallholders would typically be producing on lands 
much less than 50 ha. The Ghana national interpretation of the RSPO’s 
P&C uses a threshold of 40 ha to define smallholders. Most smallholders 
would be producing on plots less than 10 ha, at times, alongside other 
crops. Diverse reasons abound for this situation, principal of which is the 
limited access to land. In areas where access to land is not a problem, 
there could also be challenges with labour availability, input technologies 
and market availabilities, all of which constrain smallholders into the 
prevailing stereotype. 

Estimates have it that in West and Central Africa, smallholders account 
for up to 90% (Vermeulen and Goad, 2006) of all oil palm produced.  
Although most of this palm oil goes directly into the local market for 
domestic consumption and use in traditional soap-making processes, a 
number of smallholders also sell their FFB directly to major millers who 
supply into both the local manufacturing market as well as into global 
supply chains. The huge local demand for red palm oil in West Africa is 
supplied almost exclusively by smallholders and artisanal mills. There are 
also a number of medium scale plantations and mills that supply the local 
markets. Larger mills supply almost exclusively to the industrial markets 
for manufacturing.

The term smallholders can also be taken to apply also to other small-scale 
producers who are affiliated to industrial growers (estates), also known as 
outgrowers. These may not necessarily be family based, but individuals 
with contractual arrangements with bigger oil palm estates, mills or 
members of a cooperative.
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1.2.2 Smallholder plots and proximity to mills: 
The fresh fruit bunches of oil palm tend to degenerate quickly a few days 
after harvesting. Hence to ensure optimal extraction of good quality 
oil, they should be sent to a mill within 48 hours after harvesting. Due 
to this characteristic, it is logical that farms are established within close 
proximity or good transport links to mills. This is generally the case in 
most places in South East Asia. In West and Central Africa, the market for 
fresh fruit bunches and the loose fruits is not limited to palm oil mills. 
Hence, the presence of a mill would not always be the defining factor 
in determining areas where high quantities of palm FFB are produced. 
Market centres, evacuation points and good transport links could also 
typify areas of production. It is common to see numerous smallholders in 
areas where no major mills are present, but where they sell the FFB and 
loose fruits directly on the local market for direct domestic consumption 
in soups and sauces by households and catering houses. 

1.2.3	Production	methods:	
Oil palm cultivation is labour intensive, even for large scale commercial 
plantations. Manual labour is required all through the production cycle; 
from nursery preparation, planting in fields, tending, ring weeding, 
pruning and harvesting. For larger commercial plantations, land 
preparation may be mechanised.

For many smallholders in the region, the production of oil palm is done 
using traditional cultivation methods that rely heavily on manual land 
preparation mechanisms (including traditional slash and burn methods) 
and cultural practices. In the case of many family farms where the oil 
palm is just one of the other crops that are planted on the available 
lands, there tends to be little tending as much of the management input 
is focussed on annual and biannual food crops. The lack of tending and 
low availability of agricultural inputs coupled with the relatively inferior 
planting stock has meant the productivity of smallholders in most cases is 
usually much lower than those of larger scale commercial plantations in 
the region.    

1.2.4	The	domestic	palm	oil	markets:	
Within the sub-region, there is a major local demand for palm oil and 
other products from the oil palm. These come primarily from two 
sources: 

•	 Manufacturing industries who use palm oil and other palm products 
in the manufacturing of various products for both the domestic and 
international markets

•	 Direct demand on the local market from households, small and micro-
scale manufacturers (for soaps, body creams, etc.). Additionally, the 
FFB and loose fruits may be sold directly on the local markets for 
direct use in soups without having to be necessarily processed to 
crude palm oil first. 
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It is expected that most of the fresh fruits produced by smallholders 
in the region end up being sold directly on the domestic market at 
times after processing into crude palm oil using artisanal methods. 
The importance of this domestic market has significantly shaped the 
development and outlook of oil palm smallholders in parts of the region. 
Currently, some smallholders continue to cultivate the wild Dura variety 
which is known to yield significantly less than the improved Tenera 
variety. The reason for this failure to take up the improved high yielding 
varieties was that consumers complained that the Tenera:

•	 Does not have the desired taste that the local market is used to and 
prefers

•	 ‘Goes to sleep’ or settles. This means that it solidifies at ambient 
room temperature, a quality  that is not desired for CPO being used 
directly for cooking

•	 Does not have the desired colour 

•	 Is too fatty

Consequently, extension efforts to facilitate the uptake of higher yielding 
varieties should also recognise the important role of the traditional lower 
yielding Dura varieties which are not necessarily produced for industrial 
processing, but may still be sold to major mills when the market permits.

Dura, the main variety found in wild oil palm groves, for decades has 
been the source of palm oil - well before modern methods of oil palm 
cultivation were introduced to Africa in the second quarter of the 20th 
century. The other varieties are Pisifera and Tenera, which is a hybrid 
variety obtained by crossing Dura and Pisifera. The Dura has a large 
nut with a thick shell and thin mesocarp. The Pisifera is a small fruit 
with no shell. By crossing the Dura with Pisifera a fruit is obtained 
with a thick mesocarp containing much more oil and fat (chemically 
saturated oil) than either of its parents. The Tenera nut is small and 
is easily shelled to release the palm kernel. The Tenera palm kernel is 
smaller than the Dura kernel although the Tenera bunch is much larger 
than Dura. In all, the Tenera is a much better variety for industrial and 
economic purposes.

Unfortunately, traditional farmers in Africa have not embraced the 
Tenera because consumers complained that the palm oil produced 
from the variety was too fatty. This means that when the oil cools to 
ambient temperature it ‘goes to sleep’ or solidifies instead of remaining 
fluid and red. The oil did not have the right taste as oil or as a soup 
base. Extension officers failed to position the Tenera as high-yielding 
industrial purpose oil, as opposed to oil for home cooking. The negative 
perception of Tenera led to its slow adoption and the failure of Africa to 
maintain its lead in palm oil production.

Source FAO (undated) http://www.fao.org/DOCREP/005/Y4355E/
y4355e03.htm 
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Common smallholder models in the 
oil palm sector 
In oil palm growing regions of the world, several smallholder models 
exist, and more innovative ones continue to be developed to help address 
challenges of previous models. Existing smallholder arrangements may be 
loosely grouped into two general categories, including:

1. Supported smallholders – these are smallholders that have a 
contractual obligation to sell their FFB to either a mill or company and 
get a form of support in return.

2. Independent	smallholders	– these are smallholders that do not have 
any contractual obligation with a mill or a buyer for their FFB or CPO.  

2.1 Supported or scheme smallholders
These are arrangements where smallholders have a contractual obligation 
to sell their FFB to an associated company or mill. The company may in a 
lot of cases have their own oil palm plantations or source exclusively from 
smallholders. The most common of the scheme smallholder model is the 
classic Nucleus-Plasma scheme.

The Classic-Nucleus Plasma Scheme
Under this system an oil palm company establishes its own plantations, 
known as the estate and assists smallholders to set up their plantations 
in close proximity to the estate. The kind of support given by the parent 
company could vary from financial support, loan guarantees, improved 
planting stock, agricultural inputs or technical support. In return, the 
smallholders guarantee to sell their FFB to the company. In Africa, this 
model has been implemented between the 1960s to the 1990s, and 
managed by state-owned companies organised through development 
plans for the oil palm crop. These programmes have in most cases 
received backing from international donors and have had a decisive 
impact on the production potential of countries in the Gulf of Guinea. 
Examples of these schemes exist in Ghana, Nigeria, Cameroon and Benin. 
In all, around some 350,000 ha were established during the period 
(Cheyns and Rafflegeau, 2005).



8

Characterising the Oil Palm Smallholder in Africa 
 

Case	study:	Benso	Oil	Palm	Plantation
The Benso Oil Palm Plantation (BOPP) is a joint venture between 
Unilever and the Government of Ghana, whereby the land is provided 
by the Government and Unilever took the responsibility for oil palm 
development. BOPP leased the land from communities and in turn leased 
a proportion of the 4,700 Ha to smallholders for a period of 25 years. 
Plots of 4 Ha were made available to 438 smallholders, out of which 
1/3 are women. BOPP is exclusively in charge of infrastructure and 
maintenance, and a trained team from BOPP provides technical support 
such as monitoring of farms for pests and diseases. The smallholders are 
responsible for the management of their allotted farms, but due to the 
increasing age of smallholders, the company hires 3rd party contractors 
for general farm management (the cost being deducted from FFB 
sales revenues of the farmers). A pricing committee (that also includes 
representatives of smallholders) sets price based on world market price of 
CPO and other factors.

The scheme has led to increased income, and a better access to 
healthcare and education. However, despite having access to company 
support, some smallholders lack the capacity of maintaining the land 
themselves. The company hires contract workers when necessary and the 
system requires high input costs and needs for training. Moreover, on the 
longer run, children educated thanks to better farm revenues will usually 
not stay in the community to take over farms.

Case study: Buaban Oil Palm Outgrower Project
This project of Twifo Oil Palm Plantations (TOPP) in the Central region 
of Ghana works with both scheme smallholders and independent 
smallholder. Smallholders are contracted to sell to TOPP in exchange for 
support under the outgrower scheme. A selection committee, made of 
community leaders, has established a set of criteria to identify suitable 
smallholders (currently 986); a tripartite agreement is signed between 
TOPP, the National Investment Bank and the individual smallholder. 
While the company is in charge of providing technical support and 
supervision, the smallholders are responsible for the management and 
the implementation of all plantation activities. Trainings focus on safe 
use of pesticides, oil palm best management practices, harvesting of 
fruits, record keeping, lining and pegging. The costs of the plantation 
establishment was shared between AFD, the Government of Ghana, TOPP 
and the smallholders. TOPP provided farmers with loans to cover pre-
harvest costs, which are repaid by farmers upon FFB production.

The FFB pricing is decided using a model which is market driven. Overall 
the system clarified land tenure and maintained ownership. Farmers are 
now transferring the knowledge they gained from the scheme to their 
non-project farms. The project was very much dependent on external 
financing. 
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Case	study:	Golden	Star	Palm	Plantations	Limited
This smallholder oil palm project was set up as a CSR project by Golden 
Star Resources, a mining company, in the Western Region of Ghana to 
provide an alternative income for communities in their catchment area. 
In 2014, the scheme had 173 smallholders and about 100 outgrowers. 
The formation of an association of smallholder was facilitated by GSOPP; 
all smallholders are automatically part of the association, whose role 
is to cooperate with GSOPP to ensure good oil palm cultivation, higher 
productivity and welfare of its members. The land is owned by the 
communities, represented by their chiefs (who receive 5% royalty of 
FFB sales), while farms are managed by the smallholders, with some 
supervision from the scheme manager. A selection committee is in charge 
of overseeing the entire selection process. After an interview, selected 
applicants are allotted with a 4 Ha plot through plots ballot to ensure 
fairness. A tenancy agreement is signed between GSOPP and the selected 
farmers, enjoining them to maintain their plots and harvest all FFB 
according to standards prescribed by GSOPP.

Farmers receive training on Good Agricultural Practices as well as 
technical support (regular supervision and monitoring to ensure good 
standards and higher productivity). All costs related to assistance, input 
and resources are paid back by smallholders through deductions after 
harvesting begins. Once all debts have been paid off, smallholders are 
sole beneficiaries of the income received from oil palm production.

Case study: Norpalm Smallholder Scheme
The Norpalm Ghana Limited smallholder scheme is run by the NGL 
management, who works in cooperation with elected executives of 
the smallholder association. Smallholders are located on land which is 
leased to NGL by local communities. Individual farmers can apply, based 
on minimal criteria, to join the scheme; the selection process is under 
the responsibility of the clans who leased the land for the NGL estate, 
in consultation with family heads. Selected farmers are allocated 2.5 
Ha plots on company lands after a contract has been signed between 
NGL and the smallholders. NGL carries out the monitoring of pests and 
diseases and acquire fertilisers and other farm inputs for farmers. Against 
a deduction from the sale of FFB, hiring of contract workers can also 
be organised by the company to carry out maintenance. Smallholders 
are responsible for the daily management of their farms, i.e. weeding, 
pruning, harvesting, etc. Trainings are focused on Best Management 
Practices, farm management, RSPO, health and safety. Initial costs of 
plantation establishment are borne by the company, and a 20% deduction 
of gross income from the sale of FFB is used to offset the loan. Fertilizers 
are subsidised for farmers by the Government.

Despite technical support and supervision, farmers tend not to implement 
all best practices; agronomic practices are poor and fertilizer is not always 
applied in a consistent manner. Better trainings are necessary for farmers 
to manage plantations, as well as the selection of youthful and committed 
farmers.
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Shareholder models or Managed smallholders
This is a type of nucleus-plasma smallholder scheme where the nucleus 
company assumes full management responsibility of the smallholder 
farms. The nucleus company develops the plantation, sees to the 
day-to-day management of the farms and conducts harvesting and 
haulage of the FFB to the mill. Smallholders are paid after deductions 
are made towards the cost of establishment and management of the 
plantation. These payments may be made weekly, monthly or on other 
predefined periodic basis. In this system, the smallholders are effectively 
‘shareholders’ as their involvement in the running of the plantations is 
minimal.

Smallholders as a worker
This is the system where the smallholders continue to manage their farm 
but are only supported to establish, maintain, harvest or transport fresh 
fruit bunches to the Nucleus Company or mill. As with other supported 
smallholder systems, they are under contractual obligation to sell to the 
Nucleus Company or mill, and deductions are made when payments for 
the supplied FFB are being made. 

Case study: GOPDC Out-grower Scheme
The Ghana Oil Palm Development Company is a member of the 
SIAT Group and has plantation operations at Okomaning and Kwae 
in the Eastern region of Ghana. In 1979, GOPDC started an out-
grower scheme that provided technical expertise, planting stock and 
agricultural inputs on a credit basis to farmers operating on their own 
pieces of land. Once harvesting was done by farmers, GOPDC collected 
the FFB at the farm-gate. In return, the outgrowers were to supply all 
their FFB exclusively to GOPDC. Loan repayments were then deducted 
from the proceeds from the FFB supply over time. Some 7,000 farmers 
occupying 13,000 ha benefited from this scheme. However, the scheme 
faced numerous challenges which forced GOPDC to modify its strategy 
for engaging with outgrowers. The challenges included:

•	 Fruit diversion by farmers to other buyers, mainly small, medium 
and artisanal mills. These other buyers provided higher prices or 
at times same price but with no loan deductions. Hence, diversions 
served as a good avenue for farmers to defer repaying their loans 
for as long as possible. This meant that therefore loan could not 
be deducted from FFB payment, less FFB supply to GOPDC mill. 
The other buyers provided immediate cash payments for the fruits 
whilst GOPDC only paid through the farmers’ bank accounts

•	 Disputes between farmers and landlords (as farmer were holding 
back 1/3 of FFB as share-cropping payment from landlords), 
leading to tenure insecurities.

•	 Less FFB supply and running costs of infrastructure (staff, tractors) 
led to decision to stop transport system in 2010
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Case	study:	Juaben	Oil	Palm	Outgrowers	Association	(JOPOCOS)
JOPOCOS was established in 1998/9 to bring together oil palm 
smallholders in the Juaben traditional area and its immediate environs. 
The presence of Juaben Oil Mills and their associated farms helped to 
ensure that there was ready market and technical expertise for this 
association. Juaben Oil Mills and Juaben Farms were appointed as 
technical operators of the programme whilst the Juaben Rural Bank 
was the Financial Operator. Initial funding of some USD 700,000 for 
the programme was obtained from The Word Bank. A sensitization 
was done in 25 communities in the Juaben Traditional area. Interested 
farmers were registered and their lands were subsequently inspected. 
Farmers with suitable lands were selected and registered. They were 
made to sign contracts as well as input supply and service forms. Inputs 
such as seedlings, cutlass, wellington boots, raincoats, and fertilizer 
were supplied to farmers and costs debited against them as long 
term loan. Cost of lining, pegging and planting were also surcharged 
the farmer. Farmers were also reimbursed with a third of the cost of 
clearing their land. 

Administration of the group is decentralized, all the 25 communities 
have their own associations governed by a five man Executives 
(chairman, secretary, treasurer, organizer and an opted member). 
All the community based executives then met at the head office in 
Juaben to elect the 11 member Central Executive Committee (CEC) who 
have the voice of the farmers and represent the farmers everywhere. 
The group is managed by a Oversight Committee comprising 
representatives from The bank (4), The mill (2) and farmers (3) with 
the outgrower manager as the member secretary. The board takes the 
major financial, administrative and disciplinary decisions. 

The major challenges that the group face include fruit diversion, 
making it difficult to effect loan deductions and in many instances, 
farmers refusing to tend their oil palm choosing instead to spend 
resources on annual crops.

Supported	Co-operative	Schemes
Diverse forms of supported co-operative schemes exist. Typically, these 
would include situations where the Nucleus Company or mill provides 
inputs, loan guarantees or direct funds to a smallholder co-operative 
society to establish oil palm plantations. Management of the plantations 
may be done by the nucleus company, by the co-operative group 
(through sourcing for waged labour that may also include members of the 
co-operative itself) or by the individual smallholders in the co-operative. 
Forming co-operatives help to improve smallholders’ credit worthiness 
and ability to access funds, enhances their negotiation powers and 
ensure more profitability when it comes to economies of scale in the 
purchase of agricultural inputs and machinery. A typical example of this 
supported co-operative scheme is the one at Juaben Oil Mills in the 
Ashanti Region of Ghana. 
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2.2	Independent	smallholders	or	Outgrowers
These are smallholders growing oil palm without any contractual 
obligation to sell to any particular estate or mill. Independent 
smallholders tend to sell to the highest paying buyer, but are often 
constrained by factors such as transportation costs and time to sell to 
the nearest mill. This is not always the case, as in areas with a large mill 
saturation, buyers can make provisions for hauling trucks to travel long 
distances to purchase fresh fruit bunches on the farms of smallholders. 
The transportation costs are borne by the buyer. An example of this is in 
southern Ghana where the FFB market is liberal and buyers compete by 
offering better prices and additional services for the FFB. Mills may send 
their truck up to some 300 kilometres to the farms of smallholders in 
search of FFB by offering more competitive prices. 

Investments in independent smallholdings typically come from the 
farmers own funds, though it is also common to have programmes where 
improved seedlings, agricultural inputs and technical extension services 
made available to the farmer by the government or other civil society 
organisations. There are also instances where oil palm companies support 
smallholder development in the region without necessarily committing 
the smallholders to sell their FFB exclusively to the company. 
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2.3		Cooperatives	and	collective	land	owner	
schemes

This is when a group of independent smallholders come together to form 
a formal co-operative or a farmer group for a common goal. This goal 
may include the enhanced access to wider markets, access to credit, 
economies of scale in purchasing inputs and machinery. Diverse forms 
of these independent co-operative schemes may exist, and could range 
from situations where farmers continue to work on their own piece of 
land, collectively on a communally owned land or a state owned land 
allocated to farmers for this purpose. Contrasted with the supported 
co-operative systems, these independent co-operative arrangements are 
established by the farmers themselves or with support from government 
or donors without any contractual obligation to sell their FFB to particular 
mills or companies. The co-operatives decide on their market orientations 
often selling to the highest bidder. In many cases, the farmers work on 
their own small plots. However, it is not uncommon to see co-operative 
programmes where labour is contracted by the co-operative to manage, 
harvest or transport FFB. In some other areas, particular in small rural co-
operative systems, a group of farmers may choose to collectively work on 
the farms of individual members, one at a time in a form of rotation. 

The benefits of the co-operative systems are immense and can contribute 
significantly in empowering the smallholders. 
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Peculiar Context of Smallholders in 
West and Central Africa
The prevailing characterisation of oil palm smallholders in Africa are to a 
large extent influenced by the existing socio-economic and institutional 
context. Factors such as availability and access to land, inputs, technical 
support, markets and the legal/regulatory context have over the years 
shaped the outlook and typology of oil palm smallholders in the region. 
This section briefly highlights some contextual background for oil palm 
smallholders in the region

3.1	Land	tenure	
Land tenure arrangements in region vary from country to country and tend 
to be complex. In most cases, the lands are owned or managed by the 
government on behalf of the people, whilst local communities may have 
some limited use rights over the land. These use rights are relinquished 
when the government requires land for the ‘overriding interest of society’. 
Governments may thus acquire land by eminent domain, usually with a 
token compensation. In other places such as southern Ghana, the land is 
said to be owned by the community and is managed by the stool (throne) 
which symbolises the collective authority of the community or clans. Lands 
are thus allocated to family/ community members to use. They do not 
assume full ownership over these land but are allowed to cultivate the 
lands, without the rights to alienate or pass down this parcel of land to their 
heirs. Once the occupant of the land dies, the clan decides whom to pass on 
the land to. This would not always be the surviving children or spouses of 
the deceased.

Planting of trees, including the palm ‘tree’ is a long term investment whose 
benefits only accrue after several years, and is generally considered a 
risky investment, especially in areas where land is scarce. Planting a tree 
would generally be considered as a statement- a claim to ownership or an 
intention to occupy the land for a long time. This is the case not only in 
areas with a land conflict history, but also in other areas where farmers do 
not have clear ownership rights over the lands they cultivate. Hence it is 
common to find that oil palms are only established by people with a clear 
ownership rights over the land or established as family heritage that are 
managed by extended families. This is also true for smallholders affiliated to 
bigger estates in a nucleus plasma relationship, where tenure arrangements 
are very clear from the onset, and ownership and inheritance structures are 
clearly spelt out in contract documents. 

Generally, the landless and poorer farmers who are allowed to cultivate 
leased lands for a few years would stick with annual and biannual crops 
rather than long term perennials. In cases where lands are leased to 
landless migrants or family members for share-cropping, there tends to 
be stringent mechanisms for sharing of proceeds. In Ghana, the abunu 
and abusa systems may be used to share all profits or at times all incomes 
coming from the farm. In the abusa, the landlord gets a third of all proceeds 
(may be defined as all profits or at times all income), whilst in the abunu, 
the landlord gets half of the proceeds. 
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 3.2	Planting	stock:	
A number of research programmes are underway in various West and 
Central African countries to produce improved varieties of oil palm for 
the region. Examples include the Oil Palm Research Institute (OPRI) of 
Ghana, The Nigerian Institute for Oil Palm Research (NIFOR), the Institute 
for Agricultural Research and Development (IRAD) of Cameroon, The 
Yaligimba Seed Research Station (Feronia Inc) in DRC, CIRAD in Cote 
D’Ivoire, etc. These programmes have succeeded in the introduction of 
higher yielding varieties. Smallholder responses to these new varieties 
have been mixed. Whilst a number of larger scale smallholder producers 
(particularly those producing for large scale industrial mills) have 
embraced these new higher yielding varieties, a good proportion of 
smallholder farmers in the region continue to cultivate the lower yielding 
Dura variety. A number of reasons account for this:

•	 Access to these improved varieties tends to be a problem. 

•	 The cost of purchasing improved seeds from tree improvement 
programmes as against continuing the propagation of free seeds from 
the previous crop or from the wild

•	 Domestic market requirements: Though Tenera yields much higher 
than the Dura, it has still not broken through to many local domestic 
markets because it does not have the taste, colour and consistency 
that the palm oil from Dura has. Some palm oil producers have 
attempted mixing palm oil from both varieties to get some bulk but 
also some of the needed colour and taste of the Dura.

Market orientation of any large scale smallholder project should take 
serious consideration of the local preferences.

3.3 Cropping systems
A wide spectrum of oil palm growers in the region can be classified as 
smallholders. This ranges from the subsistent farmer who grows a variety 
of crops to feed the family and sells the excess to make some income; 
the independent small-scale cash crop farmer who may plant oil palm 
and other crops on his land in some spatial or temporal sequence; to the 
smallholders affiliated to bigger companies planting oil palm exclusively 
for sale. 

Within this spectrum lies varying types of cropping methods. Unlike other 
oil palm producing regions, it is common in West Africa to see oil palm 
being intercropped with other food crops, particularly in the first four 
years of establishment. They may also be mixed with other crops in a 
form of spatial or temporal sequence. 

In mixed cropping system, the oil palm is seen as an investment for 
reaping significant incomes in future, whereas the other food-crops 
provide a more immediate short term source of nourishment and 
income for the family. That notwithstanding, it is common for farmers to 
spend more time and resources tending for the other food crops to the 
detriment of the longer term investment in oil palms. The logic behind 
this is simple. The expected accrual of benefits in the future are less 
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exciting prospects when discounted to the present and compared to the 
more pressing needs for food and income obtainable from the other food 
crops. 

Cheyns and Rafflegeau (2005) in their study of the oil palm smallholder 
industry in Cote D’Ivoire and Cameroon found that virtually all family 
farms producing oil palm had diversified incomes from other crops. 
Surveys in Cote D’Ivoire revealed diversified cropping systems that 
included cacao, coffee, rubber and other food crops all on the same 
farm. In Cameroon, all oil palm growers were found to be growing food 
crops, with some growing cacao or coffee also. In the context of local FFB 
processing in these countries where little is exported, and the market 
price is stable, the observation was that the oil palm is a crop that 
reassures the farmer and is subject to less risks.    

For smallholder systems affiliated to nucleus companies or mills, there 
tends to be clear guidelines on the prohibition of intercropping oil palm 
with any other crop, as they compete with the oil palm for nutrients. 
However, where extension and supervision services are weak, these 
guidelines would not be well enforced. 

Under the prevailing context of limited resources, farmers (particularly, 
family farmers) rarely reason in terms of the profitability of a single 
crop. The strategy is rather to have a functioning cropping system that 
yields both long and short term income with assurance. It is crucial for 
developers of smallholder schemes to think about sources of mid-term 
income for the smallholders, not only to support tending of their farms, 
but also to provide some family income as they wait for their investment 
in the oil palm to mature.

3.4	Maintenance	and	Inputs:	
The degree of inputs used by oil palm smallholders varies across the 
region and particularly across different smallholder production models. 
Though smallholders in Africa are generally typified as conducting low-
input agriculture, the reality is that this statement may not always be 
true for all types of smallholders. Scheme smallholders supported by 
nucleus estates could apply just as much inputs on their plots as is done 
in the nucleus companies. The driving force for this would be the highly 
regulated and monitored nature of their operations as part of their 
commitments under contracts with various companies.

Notwithstanding the above exception, oil palm smallholders in the region 
(including those with even more substantial farm sizes up to 50 ha) are 
typically characterised by the use of low levels of inputs. Numerous 
factors account for this:

•	 The cost of acquiring these inputs tends to be high for small scale 
farmers who are unable to buy in bulk. 

•	 Accessibility to the right inputs for oil palm could be challenging. This 
is especially the case for the most rural of communities. 

•	 Lack of demonstration and understanding of the positive returns from 
the use of inputs. This is also due to the non-exhaustive coverage of 
extension services
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•	 Concept that the oil palm is a hardy plant that will thrive, survive and 
fruit without any inputs

•	 In cases where farms are diversified more attention is paid to other 
short-run food crops where the application of fertilisers show 
demonstrable and significant increase in yields within a few months. 
Hence, even in cases where fertilisers have been made available to 
farmers for oil palm, the smallholders may rather choose to apply the 
inputs onto other food crops

3.5	Regulatory	Environment	and	Certification:	
The institutional and regulatory environment governing smallholder 
agriculture in West and Central Africa is a gradually evolving one. 
This highly informal sector is yet to develop detailed guidance on 
environmental and social performance that need to be met-particularly 
as it relates to indicators such as the use of slash and burn, pesticide 
application, waste disposal, buffer zones, the regulation of the use of 
pesticides and on-farm labour for children. In areas where the regulatory 
environment has been developed, there tends to be little enforcement 
capacity on the ground and the focus of many enforcement organisations 
tend to be on bigger producers. Generally, smaller producers within the 
region will be exempt from the legal environmental accounting that other 
larger producers face, such as the need to conduct impact assessments, 
report on environmental and social parameters, etc. This is due mainly 
to (i) the generally unavailable capacity (financial and technical) of 
smallholders to monitor the impacts of their operations (ii) insufficient 
monitoring capabilities within regulatory organisations and (iii) the 
general challenge associated with developing a realistic and achievable 
set of guidelines for smallholders.  

Generally, smallholders affiliated to companies aspiring for RSPO 
certification would be adapting the best practices being implemented 
by their nucleus companies. These scheme smallholders are able to 
make use of the existing technical, financial and human resources that 
are made available from their nucleus companies or mills. Additionally, 
the RSPO has developed a detailed set of guidance on smallholder 
sustainability which can be easily accessible and also implementable for 
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scheme or grouped smallholders. Consequently, the first oil palm grower 
in Africa to be certified (the only one as at July 2013) is a group of scheme 
smallholders. 

For independent growers selling on the spot market, these additional 
steps to address environmental considerations would usually not be the 
priority, as they will entail significant time and financial commitments to 
demonstrating compliance with global standards. 

Migrating from the current situation where there are no guidance on 
good environmental practice to compliance with international best 
practices such as the RSPO will require significant time and effort. To 
kick-start the process, various countries or regions can begin exploring 
the possibility of defining a set of minimum requirements that will 
demonstrate responsible production.  

Markets: 
Markets for SH in Africa tend to be varied. These would range from:

•	 The direct sales of FFB to larger mills for processing into palm oil 

•	 Sale of FFB to medium mills and artisanal mills for palm oil production

•	 Sale of loose fruits and FFB on the local open market for direct 
purchases by households for food preparation.

Despite the multiple markets for the FFB produced, SH in a lot of places 
continue to be vulnerable due to uncertain markets. In areas with existing 
large scale mills, they may have assured markets (especially during the 
lean seasons, and not so much during the peak seasons). However, 
smallholders would usually have lower bargaining power. Where there 
are options to sell to other buyers, this vulnerability is reduced. In Ghana, 
independent SH were found to be capable of transporting their FFB 
for over 250km to mills offering better prices. In Ivory Coast, primary 
processing companies tend to hold the position of virtual unique buyers 
of FFB in a given production area due to structural inertia (Cheyns 
and Rafflegeau, 2005).   However, there are many instances where 
smallholders under contract obligations with major growers are paid fixed 
amounts for their FFB and have no bargaining power.
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Key	considerations	for	sustainable	
smallholder models
Oil palm cultivation can be very profitable. A number of rural 
development and poverty reduction programmes acknowledge this and 
see smallholder oil palm production as a viable means of improving rural 
household incomes and subsequently promoting rural development and 
infrastructure. That notwithstanding, the challenges associated with oil 
palm smallholders are widely known and documented. Some of the more 
common ones are listed in Box 2

Box 2: Common challenges faced by oil palm smallholder 
•	 Access to funds

•	 Land tenure challenges

•	 Access to agricultural inputs

•	 Lack of extension and supervisory support

•	 Market access

•	 Low bargaining power

•	 Non-transparent pricing mechanisms

•	 Inadequate or lack of capacity to implement certification 
requirements

To address these challenges, there are some key considerations that any 
smallholder intervention in the region should be aware of and aim to 
address. The magnitude of these concerns will vary from place to place or 
may not exist at all in some areas. Nevertheless, it is essential to be aware 
of them generally.

4.1 Access to capital 
Oil palm development is an investment that begins to yield income only 
after the fourth year and profits a couple of years after. For the land-
constrained, resource poor farmer, the opportunity cost of investing land, 
time and other resource in oil palm growing could be very high particularly 
in the first three years. Not only does the farmer lock up land, he also 
needs to have the financial wherewithal to obtain good quality planting 
stock, agricultural inputs and pay for tending. This is a major disincentive, 
and in places where resource constrained smallholders decide to plant oil 
palm, they do so intercropped with other annual or biannual crops, thereby 
lowering the overall profitability of the whole farming system in the long 
run. 

While a large majority of the poorest households in Africa are directly linked 
to agriculture in many ways, rural finance and in particular agricultural 
lending remains mostly an uncharted territory for development finance. A 
key challenge to supporting smallholder oil palm production has been the 
accessibility and affordability of financial services in the rural landscape. 

4
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Access to funding to commence an oil palm plantation development 
programme and liquidity during the first few years of planting is a major 
challenge that confronts not only resource poor family farmers, but also 
other cash-crop farmers and even bigger companies and government 
programmes intending on starting an oil palm plantation programme. 
Where commercial funding is available, it tends to be very expensive with 
interest rates2 that would barely allow the farmers to make any realistic 
profits in the long term. 

There are very few examples of local banks supporting major smallholder 
oil palm projects, as has been the case in Malaysia and Indonesia. 
Agricultural financing is still developing in the region, and even where 
some form of financing is available interest rates and general costs of 
funds are prohibitively high. Reasons for this current situation can be 
attributed to inflation rates and depreciation of the local currency in 
various countries, risk factors associated with agricultural lending and the 
long term nature of investments. 

For the smallholder, some of the challenges affecting access to capital 
include lack of infrastructure, distant and dysfunctional markets, 
inadequate farming and inappropriate techniques, volatile prices and 
unpredictable weather which make it more difficult for both lenders and 
farmers to succeed and move forward in this environment. Rural areas 
tend to be characterized by higher transaction costs for both the financial 
institutions and their clients, higher systemic risks, more volatile cash 
flows; as well as lower risk-bearing ability and higher vulnerability due 
to higher incidences as well widespread and depth of poverty (Mumbi 
et al., 2008). Without affordable and accessible financing, smallholders 
would continue to be pre-disposed to adopting and implementing coping 
strategies that allow them to stagger their expenditures over a longer 
period whilst being able to accrue some immediate income through 
mixed cropping. Both situations known to impact on overall productivity 
and subsequent profitability adversely.

4.2	Land	Tenure		
Secured access to land is a key factor that shapes the nature of farm 
investments, not only for smallholders but also for larger scale producers. 
Whereas the interest of a major oil palm milling company would mainly 
be the assurance that there will be unhindered supply of FFB for their mill 
to ensure business continuity, the interests of smallholders in the region 
would be informed by a complex mix of traditional and socio-economic 
considerations. 

Land is a cultural heritage, and people would cultivate it not only 
for economic purposes but as a means of making a statement and 
enhancing one’s status in society. Secured tenure is not only about 
assurance that they can have rights to cultivate the lands, but also the 
innate cultural satisfaction from knowing that they have the rights to 
determine which use to put the land to, which crops they can cultivate 
and the ability to alienate or bequeath the land when necessary. These 

2 The region generally has high inflation rates and high currency depreciation rates. Financial institutions tend to accommodate for this through the 
high costs of
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intrinsic expectations are not necessarily provided for in large scale 
industrial land acquisition with token smallholder components. There 
are several examples of situations where land has been expropriated 
from local communities to be handed on to large scale companies for 
oil palm development, and parts of those lands have in turn been given 
to local communities for smallholder projects. Most of these have run 
into problems with diversion of FFB to other buyers, no tending of crops, 
abandonment of farms, etc.

New smallholder projects in the region should critically examine the 
possibility of maintaining a system where farmers maintain the rights 
over their lands, but are supported to establish their plantations and 
guaranteed market access. 

4.3	Planting	stocks	and	agricultural	inputs
The availability of improved high-yielding planting stock is a necessity 
for any smallholder programme. These should be available and 
affordable to farmers. Alongside this, it is essential to carry out adequate 
sensitisation to ensure maximal uptake of the improved varieties. That 
notwithstanding, it is crucial to have a system in place for catering for 
the domestic market’s demand for red palm oil that does not sleep and 
tastes superior. Several options are available for ensuring this balance in 
local food security with industrial palm oil demand. Examples abound on 
how some plantations in Malaysia and Indonesia reserve plots of land for 
staple food production. Similarly, a smallholder programme could explore 
the possibility of allocating some plots for the cultivation of the variety 
demanded by the local market.

Access to agricultural inputs in the right quantities would be essential 
to guaranteeing higher productivity. Providing these inputs may not 
be enough guarantee that they will actually be applied, as there is the 
tendency of smallholders applying agro-inputs intended for oil palm on 
their food-crops instead. In southern Ghana, companies have overcome 
this problem by training their own staff who go around and apply the 
inputs on smallholder farms and keep records of application. 

4.4	Price	regulation:
FFB pricing in Africa may be determined 

•	 unilaterally by mills and other buyers, e.g. in Ghana and Nigeria or

•	 ii) by industry associations like the AIPH in Cote D’Ivoire

Free	market	determination	of	prices:	FFB pricing tends to be 
unregulated in many countries, adjusting itself with market demands 
and supply. Purchase price of FFB is usually determined by the buyers 
(Mills and nucleus estates) and this price is generally influenced by 
several factors such as the oil extraction ratio, prevailing price of crude 
palm oil (CPO), transportation cost of CPO production, price of palm 
kennel and its transportation costs, the palm oil processing cost and 
other costs. Depending on the season and supply of FFB, companies 
may use incentives or discounts in FFB price determination. However 
in such situations, index parameters for pricing are neither controlled 
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nor audited by government or any neutral agency, a situation that 
leaves FFB purchase price to buyers and market forces. This has been 
a source of concern to many smallholder farmers especially those 
with contractual arrangements to sell their FFB to specific companies. 
Associated smallholders in the region are concerned about the apparent 
lack of transparency in determination of FFB purchase price. In attempt 
to address this concern, most nucleus companies index the FFB purchase 
price to World market or Rotterdam pricing of Crude Palm Oil Price. For 
associated smallholder, it is crucial that FFB pricing mechanisms by the 
nucleus estate is documented and clearly explained to them. 

Industry-standard	prices:	FFB prices are not always determined by 
competitive market forces. In Ivory Coast, primary private processing 
firms may hold the position of the virtual unique buyers for all the FFB in 
a given area. The FFB prices are determined by the industry association, 
AIPH which represents all palm oil professionals in the country. This is 
done using a pricing mechanism for establishing national FFB purchase 
price. Changes to the parameters for determining this pricing system 
require the participation of growers, of the State and of private 
companies to adjust the open-ended parameters (Cheyns and Rafflegeau, 
2005). This system works particularly well given the apparent absence 
of small non-industrial mills in the country, which were officially banned 
prior to government’s decision to privatise the oil palm sector. The 
challenge however is that the virtual absence of non-commercial mills 
and a competitive market for FFB means that smallholders do not have 
market options during mill saturation at peak seasons or when industrial 
mills break-down. 
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