CHAPTER 3

METHODOLOGY

3.1Introduction

This chapter describes the methods used, whichistoosa stakeholder survey and
secondary data collection, and discusses theivarte to this study. The chapter also
describes the parameters that were used to frathetth® primary data and secondary
data collection and how the data are analyzed. tlidw@retical framework that underlies

this study and links it to the methodology used|$® presented here

3.2 The Quantitative Approach

The methodology used for this study is that of diative research. At the onset, it is
necessary to examine the models of sustainabihgt thave been postulated to

understand their scope and recognise the implitaidd adopting sustainability criteria.

3.2.1 Theorisation of The Study and Supporting Theories

The Prescott-Allen model of a balanced society makeood reference point. Under
this model, social and economic factors are opgdhihrough good governance, the
prioritisation of human wellbeing and the sound agement of resource demands
(Allen, 2006), drawing a wider rim around sustailigbmeasures than sector-specific
sustainability programmes. This broader framewakes$ the farmers/growers into
regional systems for sustainable resource useydimg water management, watershed

conservation, soil quality rehabilitation, ecosysteestoration, and reforestation, among
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other things. Thereby, all activities including iagtture need to be considered within

the whole human paradigm of sustainable managemedthe progress of society.

In recent years, sustainability science has emeageal focus area of cross-disciplinary
inquiry. Sustainability science is not yet becorstablished as an autonomous field or
discipline of its own, and has tended to be probtkiven and oriented towards guiding

decision-making.

Currently, theories of sustainability have atterdpte prioritise and integrate social
responses to environmental and cultural problems.eixample, economic models of
sustainability look to sustain natural and finan@apital, ecological models look to
biological diversity and ecological integrity, wieas political models look to social
systems that promote human dignity. Religion haered the debate with symbolic,
critical, and motivational resources that aim tdeef cultural change. The main
economic theories that support this work are th@-Malthusian theory, Kuznet's

Hypothesis and Hardin’s Tragedy of the Commons.

Neo-Malthusian Theory: It is a matter of time before the human populagxceeds
the Earth’s carrying capacity. This is evident sitiee global food production is a linear
curve that will eventually be crossed by the popaitacurve, which is exponential. As
demand for food keeps increasing through populaii@ssure and agricultural systems
respond with the over-production of food, and detmhanfuelled further by growing
markets, eventually the Earth will not be ableustain this ever-increasing demand on
its capacity, and so a “crash” will occurs in thgstem. (“Crash” here indicates

undergoing a sudden change from the normal oriegiptttern.)
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The Neo-Malthusian Theory is supported by the gngwéalls for sustainability to be
practiced in agriculture to prevent this “crashdrfr occurring by managing the Earth’s
finite resources within the planet’'s capacity ad to go beyond the limit. The efforts
to establish sustainability in agriculture now,|élke the Neo-Malthusian Theory to its

next phase of human civilization.

Many critics believe that the basis of Malthusidredry has been fundamentally
discredited in the years since the publicatioPficiple of Population often citing
major advances in agricultural techniques and mmodeductions in human fertility.
Many modern proponents believe that the basic quna# population growth
eventually outstripping resources is still fundataéy valid, and "positive checks" are

still likely in humanity's future if there is not&an to curb population growth.

Hardin’s “Tragedy of the Commons”. There are no economic disincentives to
discourage anyone from using up natural resoumes) though overuse and pollution
of resources leads to environmental collapse. Tiesns that users are free riders.
The tragedy of the commons is a dilemma arisingnfra situation in which many
individuals, acting independently and rationallynsolting their own self-interest, will
ultimately deplete a shared limited resource, ewd®n it is clear that it is not in

anyone's long-term interest for this to happen.

A similar dilemma of the commons is seen in therose of natural resources
(including land for agriculture). Without the intention of stakeholders or protection
by regulators and others, this dilemma continuethteaten the viability of resource-

based activities.
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Kuznets Hypothesis: The Kuznets curve when applied to environmentalidss
presents a hypothesised relationship between \arindicators of environmental
degradation and income per capita. In the earlyest@f economic growth, degradation
and pollution increase, but beyond some level obme per capita (which will vary for
different indicators) the trend reverses, so thdtigh income levels, economic growth

leads to environmental improvement.

The Kuznets curve implies that as a nation undergodustrialisation, especially
through the mechanisation of agriculture, the @nofrthe nation’s economy will shift
to the cities. As capitalism causes a significandlrurban inequality gap (the owners of
firms would be profiting, while labourers from lagg industries and agriculture
production would be losing income), rural populati@re expected to decrease as urban
populations increases, due to people migratingittescin search of higher incomes.
Inequality is then expected to decrease when ainehlevel of average income is
reached and the processes of industrialisation th & concomitant growth of
democratisation and the rise of the welfare statdlow for the trickling-down of the
benefits from rapid growth, and increase the peitaancome. It was Kuznets’ belief
that inequality would follow an inverted “U” shaps it rises and then falls again with
the increase of income per capita. Critics of thezriets Curve theory argue that its U-
shape comes not from progression in the developofendividual countries, but rather
from historical differences between countries. ifgtance, many of the middle income
countries used in Kuznets' data set were in LatmeAca, a region with historically
high levels of inequality. When controlling for shvariable, the U-shape of the curve
tends to disappear (e.g. Deininger and Squire, 1 $8&yarding the empirical evidence,
based on large panels of countries or time seppsoaches, Fields (2001) considers the

Kuznets hypothesis refuted.
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These four economic theorieBaple 3.1) support the formulation of sustainable science

in terms of its approach and conceptualization. tN&xe methodology needs to be

designed to identify the values/variables that neeldle given high priority in resource

management.

Table 3.1: Connecting Economic Theories and Sustability Needs

Economic

Theories

Brief

Sustainability Support

Neo Classical

Is the study of production: converting inputs

For the palm oil industry the

Production into output? The inputs or resources used in theconomic, social and environmenta
Theory production process are calle@ttors of variables are necessary for good
production” byeconomists. palm oil productivity (managing
“factors of production”).
Hardin’s No economic disincentive to not use up Sustainable measurements of
“Tragedy of resources: overuse and pollution of resources activities that meet the needs of the
the leads to environmental collapse. (Users are frg@resent without compromising the
Commons” riders.) ability of future generations to meet
their needs.
Neo- Population will exceed Earth’s carrying Sustainability measurements are
Malthusian capacity: the food production linear curve and necessary to be in place to help me
Theory population exponential curve cross. If there arehe needs of the growing human
no interventions, there will be a production | population. As palm oil is the
crash due to excessive demand. cheapest edible fat, this is especiall
relevant.
Kuznets In an environmental context, Kuznets’ curve isThe palm oil industry needs to have
Hypothesis a hypothesized relationship between various | empirical measurements to support

indicators of environmental degradation and
income per capita. In the early stages of
economic growth, degradation and pollution
increase, but beyond some level of income p
capita (which will vary for different indicators
the trend reverses, so that at high-income ley
economic growth leads to environmental

improvement.

its sustainability work, for which it
needs to develop clear sustainabilit
criteria. Otherwise, assessments wi
eibe based on human perception on
what is going on the ground.

els

Source: Author, 2013
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3.3  Theoretical and Conceptual Framework

In the preceding section, the subject of reseamm$ imtroduced and its link to economic
theories established. To ascertain the validityhef sustainability needs that underlie

the research, the analytical framework on which #ghudy is based was theorized.

In Figure 3.1: a visual map is presented to show tie conceptual framework relates
to the oil palm industry. It depicts how the managat of oil palm plantations connects
the Neo-Malthusian Theory, which is most relevamtpglm oil production, to the
stakeholder groups and the economic, environmemtal social rationales for the
current state of the oil palm industry. This helgs clarify how the sustainable
production of palm oil is linked to the growth ofl palm plantations, with the Neo-

Malthusian Theory as the basis for the increasnogyoction of palm oil.

Neo-Malthusian: Agriculture must be sustainably managed to
help meet the needs of the growing population. As palm oil is N [ Environmental and Social impacts:]
the cheapest edible fat, with highest land productivity, it plays a i

major role in meeting this global demand for food.

Management & Mitigations

. e Economic Demand:
Management of Oil Palm Sustainable/Non-
Plantations . sustainable Palm Qil
p
Stakeholder Groups | = Sustainable Production ]
\

Figure 3.1: Theoretical Framework for the Sustainaltity of the Palm Oil Industry

From the theoretical framework, the relevance ctanable development to palm oil
production is established. The sustainable devedmprof the oil palm industry in order
that it can meet the current need for food is tieeesthe focus of this study. Within this
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focal area, sustainable production is identifiedtles main focus. Limitations for the
growth of the palm oil industry relate mainly t@ade and new innovations in Science
and Technology (R&D), and this study will not focos the limitations. As trade
barriers are ever changing brings in many unknowmedsions in production. As for
Science and Technology input, for the purpose aingications of the variables in the

study, this sector was not brought in.

There are two elements of interest in relationh® gustainable production of palm oil.
The first is the requirement that palm oil prodantis sustainably managed and the
second is the ever-changing demands in terms tdisability criteria that are imposed
on palm oil producers. For good governance to pkewa sustainable palm oil
production, it is crucial to manage the followingroduct demand, stakeholder
perceptions of sustainability and the variables dmterminants for sustainable
management of palm oil productidaigures 3.2 shows the graphic connections among

all the elements identified.

Conceptual Framework for New Sustainability Model

Development of Sustainability

= N
Sustainable Production |

Trade Barriers and Innovations |

| Expenditure in R&D I Trade Barricades and

Protective Measures

Ever-changing Sustainability of Production

Principles

‘ . |

‘Variable
Management

Stakeholder Perceptions of
Sustainability

Product Demand |

Source: Author, 2013

Figure 3.2: Conceptual Framework for a New Sustainility Model
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3.4 Linking Framework to Methodology

To establish the research methodologies, the titerareviewed has been linked with
the economic theories in order to ensure that Isigiteariables form the basis for data
collection. Since this study covers the environmesaicial and economic sectors, a
qualitative method is employed to undertake thdyamsausing both primary data (from
a stakeholder survey) and secondary data (fromsingunformation) in the form of

determinants/variables from the social, economéemvironmental sectors.

3.5 Variables Used for the Study

The quantitative data were narrowed down to vaemlhat impact the industry as per
land use, and they were divided into the enviroralesocial and economic sectors.
The data focused on were also those that couldabeddand quantified, so as to be

tested or graphed.

Importance of Variables: The variables were evaldiaaccording to the following

considerations:
e Environmental variables: Minimum Environmental impa
» Social variables: Maximum vyield (fresh fruit bunatith minimum energy input

* Economic variables: Best price for fresh fruit barand crude palm oil.

The choice of variables was made based on:

e The sector studied and its importance in that secto
* Whether the variables could be quantified;
» Literature review supporting the importance of viaeiables;

* Whether the variables could be quantified in tineeiqds.

68



3.6 Description of the Variables Chosen and Suppartg Science

The selection of variables was made with referetcehe existing database for
secondary data, and existing literature. Previoodkwy Adebowale (2009) and Rasiah
& Shahrin (2006) have highlighted the main compdsei the industry that require
focus. Another important reference is the datab&rses the World Bank data bank and
International Monetary Fund, which have listed wtese financial agencies consider
to be important social and environmental informatio financial disbursements. Table

4.1 (Chapter 4) is an example of determinants cttefor the study.

3.7 Survey, Primary Data Collection and Sample of &ta

The survey form was designed based on the literateview and other examples of

survey forms previously designed. Details of thevey form are found id\ppendix 1

3.8 Survey and Construction of Questionnaire

The questionnaire was constructed, and adminisetréatus group meetings organised
by representatives of the palm oil industry. Questaires were administered to the
respondents by research staff and volunteers. Gletailed instructions were given in

either case, matching the needs of each audience.

The construction of the questionnaire was basegkamples of survey work carried out

by RSPO, WWF and MPOC. The questionnaire was mpd# alose-ended questions,

where respondents’ answers are limited to a fixetdo$ responses. Most scales are
close-ended. Other types of close ended quesichsie:
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= Yes/no questions The respondent answers with a “yes” or a “no”.

= Multiple choices- The respondent has several options from whiadhtmse.

= Scaled questions Responses are graded on a continuum (exampte: tRa
appearance of the product on a scale from 1 towli®, 10 being the most

preferred appearance).

How (and whether) the results of the survey wowddubed was the main consideration
in the questionnaire design. The research objectased frame of reference were

defined beforehand.

Stakeholders Importance

160
140
120
100
80
60
40

<
N Environment
M Social
M Economic

B Governance

Figure 3.3: Sample of Data Gathered in the Percemn Survey

Importance of selected sustainability criteria ififedent stakeholder groups is shown in

Figure 3.3, and it's a sample of perception data collected.
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3.9 Limitations

The research has essentially confined itself tdalgest and more visible component of
the palm oil industry in Malaysia, that is the gktion sector or the up-stream portion
of the industry. It is a vast subject, and hendbdgo components of the palm oil

industry, including manufacturing and downstreanivdies were not studied.

This research study is based on secondary datmagyidata and review of the

following sectors.

Quantitative focus group surveys of the industriisee main stakeholder groups,
namely (NGOs, local communities and plantation ngans) were undertaken. The data
from this quantitative study will depict a threevdinsional view of managing the palm
oil industry. The results from this survey weredise run a social sciences statistical

package (SPSS).

The focus group survey of the industries was tad)ett the three main stakeholder
groups in Malaysia. The data from this quantitastedy depicts three-point views of
managing the palm oil industry. Data collection wesried out by interviewer-
administered questionnaires through focal groupets. The study population consists
of four stakeholder groups, namely: The Economiect® (comprising
traders/manufacturers); Environmental Sector (NA@=l communities and oil palm
growers); Social Sector (NGOs/growers/ local comitylinand the Media Group

(Press/Network).

For this study, the focus area was limited, andda&® was collected from Malaysia

(including Sabah and Sarawak), but was limited adyisian perspective only.
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Survey sample size: The total numbers were: 31 the Economic Sector (traders or
manufacturers); 323 from the Social Sector (Groy&S from the Environmental

Sector (NGOs); and 48 Media (communication netvasrgress) personnel.

3.10 Analysis and Write-up

The data analysis was divided up according todbkstthat could be used to process the
information gathered. The methods of analysis vedse different for the primary and

secondary information gathered.

For the analysis, the following tasks were caroatl
i.  An evaluation was done to determine a suitable atktif analysis to meet the
objectives of the study
ii.  The frame of reference was examined to ensure gsimgful interpretation of
the results
ii. The relevance and significance of the findingstioé data analysis were

examined.

3.11 Quantitative Analysis and Tools Used

Data that covered a sufficient range to establislie@nomic model were used to carry
out an econometric test. While there were mang détich were sparse, short-term and
non-consistent for a certain period of time, theSSHbackage could not be used to
derive any trends or correlations. Whereas foritpatale data collected, it was possible

to establish trends via the SPSS package, ancesantlysis was done.

Information compiled from literature search andspeal interviews was fitted together

for its relevance and significance to this study.
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