
 
 

 
 

 
 

Asia Pacific Network for Environmental Governance 
 

apneg.anu.edu.au 
 
 
 

APNEG Working Paper #4, June 2013  
 
 
 

Corporate Environmental Responsibility (CER) in the Forestry and 
Plantation Sectors in Indonesia 

 
 

Tapan Sarker 
 

Asia Pacific Centre for Sustainable Enterprise  
Griffith Business School 

Griffith University, Australia 
 
 
 
 
 
 
  



 
 

2 

 
About APNEG 
 
The Asia Pacific Network for Environmental Governance (APNEG) seeks to 
promote the interdisciplinary study of the governance of the environment at 
different scales, from the local to the global levels. An interdisciplinary approach 
drawing on disciplines such as economics, geography, international relations, 
politics and sociology is required to address complex environmental problems.  
 
APNEG will contribute to the development of the theoretical aspects of 
environmental governance as a study area, and to support effective, equitable 
and efficient environmental policies in Asia, Australia and the Pacific.  
 
APNEG membership is open to academics and other researchers.  
If you would like to get involved contact the Network Director 
luca.tacconi@anu.edu.au 
 
 
APNEG Working Papers present timely contribution to academic and policy 
debates concerning environmental governance issues. The views expressed in 
the papers are those of the authors and do not necessarily represent those of 
their organizations.  
 
 
 
Citation for this publication:  
 
Sarker, T. 2013. Corporate Environmental Responsibility (CER) in the forestry 
and plantation sector in Indonesia. Working Paper #4, Asia Pacific Network for 
Environmental Governance (APNEG), The Australian National University, 
Canberra.  
 
Institutional Partners and Acknowledgements 
 
This report is the product of research funded by the Australian Centre for 
International Agricultural Research (ACIAR) and initiated by the Asia Pacific 
Network for Environmental Governance (APNEG), Crawford School of Public 
Policy at The Australian National University, and Forest Research and 
Development Agency (FORDA), Indonesia.  Comments may be directed to the 
author, at tapan.sarker@griffith.edu.au 
 
The authors gratefully acknowledge the contributions of Anjan Dev Roy for his 
research assistance. Thanks also to Zahrul Muttaqin, Rudi Subarudi and 
Nurcahyo Wiloso of Forest Research and Development Agency (FORDA), 
Indonesia for their support and collaboration in conducting interviews and 
fieldwork in Indonesia. 
 
 
 



 
 

Contents 
 
Executive Summary ................................................................................................................... ii	  
1. Introduction ............................................................................................................................ 1	  
2. Indonesian Forestry and Plantation Sectors ........................................................................... 3	  
3. Theoretical Framework .......................................................................................................... 6	  

3.1 Internal Factors Driving CER ........................................................................................... 7	  
3.2 External Factors Driving CER ........................................................................................ 10	  

3.2.1 Stakeholder Interests ................................................................................................ 10	  
3.2.2 Institutional Factors .................................................................................................. 13	  

4. Materials and Methods ......................................................................................................... 17	  
5. Findings ............................................................................................................................... 20	  

5.1 The Underlying Issue of CER in the Indonesian Forestry and Plantation Sectors ......... 20	  
5.2 Drivers of CER in the Indonesian Forestry and Plantation Sectors ............................... 21	  
5.3 Methods of CER in the Indonesian Forestry and Plantation Sectors ............................. 25	  
5.4 Implications for Future CER Research ........................................................................... 26	  

6. Conclusions .......................................................................................................................... 28	  
References ................................................................................................................................ 35	  

 
  



 
 

ii 

Executive Summary 
 
This report aims to build knowledge about forestry and plantation companies’ 

engagement in corporate environmental responsibility (CER) practices in Indonesia. The 
report is a product of a joint research project undertaken by the Asia Pacific Network for 
Environmental Governance (APNEG), Crawford School of Public Policy at The Australian 
National University, Australia, and Forest Research and Development Agency (FORDA), 
Indonesia. The report addressed the following three research questions: 
 

• Why do Indonesian forestry and plantation companies engage in CER? 
• How do companies in the Indonesian forestry and plantation sector undertake CER in 

the contexts of sustainable forest management and forest conservation? and, 
• What are the implications for further CER research and reducing deforestation and 

degradation in the forest and plantation sectors? 
 

The research recognized that external and internal factors of the forestry and 
plantation companies can have significant influence on companies’ engagement in corporate 
environmental responsibility (CER) practices in Indonesia. The project sought to test this 
assumption by exploring the above research questions that might be of help in promoting 
sustainable forest management and reducing deforestation and degradation in the forestry and 
plantation sectors in Indonesia.  
 

The project involved a combination of desk-based research using comparative case 
study approach and face-to-face interviews involving three groups of stakeholders including 
(1) government policy-makers; (2) practitioners involved in the forestry and plantations 
sectors; and (3) NGO activists and academia. Interviewees included individuals from 
government officials within the forestry and environment ministries, senior managers of 
forestry and plantation companies including industry bodies, environmental and social 
development practitioners, and academia.  
 

A number of factors appear to be the driving force of the evolution and engagement of 
CER in the Indonesian forestry and plantation companies, including: 
 

• Economic and market pressure  
• Regulatory interventions 
• Scrutiny of environmental NGOs (eNGOs) 
• Peer pressure 
• Competitive advantage  

Forestry and plantation companies in Indonesia adopt a range of strategies as part of 
their CER engagement process by: 
 

• Producing and publishing sustainability/annual reports 
• Seeking opportunities for certification of companies production and processes 
• Engaging with communities, government and NGOs 
• Incorporating business sustainability into corporate structures and hierarchy 
• Hiring and training/workshop  
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Finally, a number of strategies were identified that could help investigate the 
implications for further CER research and its potential role in reducing emissions from 
deforestation and degradation (REDD+) in the forest and plantation sectors, including: 
 

• Understanding the governance issues in sustainable forest management. 
• Implementing CER at the sub-national and local levels. 
• Wider use of mapping of natural and/or national resources.  
• Improving the social mapping in the forestry context. 
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1. Introduction  
 

During recent years, the concept of corporate environmental responsibility (CER) has 

received increasing interest to include simultaneous consideration of environmental 

protection and social equity in business planning and operations (Egri & Ralston 2008;  

Matten and Moon (2008). Gunningham  (2009) defines CER as “practices that benefit the 

environment (or mitigate the adverse impact of business on the environment) that go beyond 

those that companies are legally obliged to carry out” (p. 215). As the prime aspect of CER is 

to deal with a company’s relationship with the environment, it obliges corporate managers to 

take responsibility in protecting and improving the environment (Holtbrügge & Dögl 2012).  

The broader aspect of CER has a wide range of local and international dimensions 

that influence companies to undertake initiatives to promote greater environmental and social 

responsibility. Increasingly, local pressure groups such as environmental NGOs (eNGOs) and 

media are also putting pressure on companies to maintain a high level of environmental 

standards. For instance, there is a huge demand from Greenpeace to stop the use of palm oil 

because of its impacts on rainforests in Indonesia (Holtbrügge & Dögl 2012), with the non-

profit successfully forcing Nestlé  to completely stop using Indonesian palm oil in food 

production after being confronted for destroying the tropical forests (Greenpeace 2010). This 

is particularly relevant in the context of Indonesia where the deforestation rate is considerably 

high due to the increasing demand for cheap forest resources.  

The study responds to the call by prior research (e.g., Djajadikerta & Trireksani 2012; 

Holtbrügge & Dögl 2012) for future studies to analyse the key drivers of CER in the 

international business with a particular focus on the forestry and plantation sectors in 

Indonesia. The study addresses the following three research questions: 

• Why do Indonesian forestry and plantation companies engage in CER? 
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• How do companies in the Indonesian forestry and plantation sector undertake CER in 

the contexts of sustainable forest management and forest conservation?, and, 
 

• What are the implications for further CER research and reducing deforestation and 
degradation in the forest and plantation sectors? 

 

The study involved a combination of desk-based research and face-to-face interviews 

involving three groups of stakeholders including: government policy makers, practitioners 

(working in the private sector forestry and plantations sectors in Indonesia), and 

representatives of eNGOs and academia. The interviews were conducted in December 2012, 

with most undertaken in Jakarta and Bogor in Indonesia. They were conducted on a 

confidential basis, either in English or Indonesian (with simultaneous interpretation). An 

interview protocol was used that covered a number of issues emerging from the literature as 

well as initial discussion with key stakeholders. Interview responses were analysed and 

comments were considered anonymous at all times. Further details of the methodology are 

provided in Section 4. 

 
This report is divided into six sections; this Introduction section is the first. Section 2 

provides an overview and justification of the context of this study, which is the Indonesian 

forestry and plantation sectors. Section 3 highlights the recent growing interest in corporate 

environmental reporting research and outlines the theoretical frameworks of this study. 

Section 4 describes the research methods employed. Section 5 pulls together a number of key 

overarching conclusions from the research that appear particularly relevant to understand 

why and how companies in the forestry and plantation sectors in Indonesia engage in CER. 

This is followed by a discussion and a conclusion in Section 6 that also discusses the 

implications for further CER research in reducing deforestation and degradation in the 

Indonesian forestry and plantation sectors.   
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2. Indonesian Forestry and Plantation Sectors  
 
 Recently, The Jakarta Post published a front page story titled “Mining, plantation 

firms reported for rights abuses” citing a recent report by Indonesia’s National Commission 

on Human Rights (Komnas HAM) (The Jakarta Post, 12 Dec, 2012). According to the report 

mining and plantation companies are among the actors responsible for numerous human 

rights abuses in Indonesia. The report reiterates the direct impact that extractive industries 

(e.g., mining, forestry and fishing) have on the natural environment, and consequently, the 

pressing need for companies engaged in these sectors to incorporate socially and 

environmentally responsible practices into their core business strategies (Vidal & Kozak 

2008). 

Indonesia is among the world's leading wood and plywood products exporters. 

Contributions of the forestry, wood manufacturing and the pulp and paper industry to the 

country’s socio-economy are immense. Combined, the sectors contribute approximately $21 

billion to Indonesia’s GDP per year, or roughly 3.5 per cent of the national economy (ITS 

2011). While wood products and pulp and paper manufacturing share 8.3 per cent of 

manufacturing value addition, 1.5 per cent of Indonesia’s workforce is employed in this 

combined sector (ITS 2011).   

A notable change in the last two decades has been the rapid growth of the pulp and 

paper industry in Indonesia. The forestry and plantation sectors also pose huge environmental 

concerns. These include deforestation and forest degradation from land use practices of large 

enterprises such as timber concessions, tree crop and industrial timber plantations, and the 

farming practices of agricultural smallholders. Moreover, the recent economic crisis has 

increased pressures from other sectors (e.g., agriculture, mining and transmigration) on the 

remaining forest resources, which makes the use of Indonesia's natural forests for industrial 

purposes unsustainable. Between 1950 and 2000, 40 per cent of Indonesia’s forests have been 
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cleared, reducing the country’s forest cover from 162 million hectares to 98 million hectares 

(GFW 2012). Indonesia’s deforestation rates are second only to Brazil and account for 

approximately 14 per cent of global deforestation. This trend of deforestation is tremendous 

in its original frontier forest with an estimated loss of 72 per cent. 

The legal framework in Indonesia has established certain goals for the forestry sector, 

including economic outputs, equitable distribution of benefits to improve people’s welfare, 

watershed protection, and conservation. The Indonesian Forestry Act No. 41, Year 1999, 

states: 

“The forest is a blessing controlled by the State to provide multiple uses. It should be 
managed, utilized, and maintained for people’s maximum welfare in a good, fair, 
wise, transparent, professional and accountable manner. Sustainable forest 
management should accommodate community aspirations and participation, 
customary, cultural, and social values.”                                                                                                                 

 

The policy priorities set by the Indonesian Ministry of Forestry in its current Strategic 

Planning also mandate forestry companies to address a number of issues including the 

incorporation of socially and environmentally responsible practices into their core business 

strategies. These include: 

• Consolidate and stabilize forest areas 
• Reforest and improve carrying capacity of watersheds 
• Secure forests and control forest fires 
• Conserve biodiversity 
• Revitalize forest utilization and industries 
• Improve local communities living in or near forests 
• Mitigate and adapt forestry sectors to climate change, and 
• Strengthen forestry institutions (MoF, 2010)1. 

 

The above policy priorities provide clear indication of the Indonesian government’s 

aims to make the forestry sector more socially and environmentally responsible. The forestry 

sector, with regard to the Midterm National Plans of Indonesia also focuses on environmental 

                                                             
1 Ministry of Forestry (2010) Strategic Planning 2010-2014, Ministry of Forestry, Jakarta.  
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development and disaster management issues, which aim to make the forestry sector useful 

for the economy, environmental quality and people’s welfare.  

 Furthermore, existing land use policy in the forestry sector also have a particular 

influence on the way forestry and plantation companies (along with other actors managing 

the forestry sector) are likely to incorporate social and environmental issues into their core 

business strategies. For instance, the corporate social responsibility (CSR) regulation 

concerning Limited Liability Companies (‘Law 40/2007’), Article 74 of Law 40/2007 states 

that companies that manage or utilise natural resources, or that impact natural resources, are 

required to fulfil social and environmental responsibilities. Furthermore, as an implementing 

regulation, Government Regulation No. 47 of 2012 concerning Social and Environmental 

Responsibility of Limited Liability Companies (‘GR 47/2012’) specifically addresses the 

relevant issues of CSR, as generally applicable to Indonesian companies. GR 47/2012 took 

effect on 4 April 2012 and provides certain issues related to CSR obligations, 

implementations and sanctions. The regulation is also applicable to forestry and plantation 

sector companies (usually large and incorporated in Jakarta stock exchange) operating in 

Indonesia. According to existing land use law, forestry in Indonesia is part of land use, which 

must be in harmony with other land uses. Law No. 5/1960 known as Agrarian Basic 

Regulation (Undang-Undang Pokok Agraria) underpins the land use system approach to 

sustainable land management in Indonesia. The key points for this Law as summarised by 

Sastrowihardjo (1999) are below. Land use planning is a key instrument to give maximum 

prosperity to the people and the state. As regulated in Law No. 24/1992 concerning spatial 

use management, land is an integral part of space. The principles of land use planning are: 

• Sustainability – Land, as a natural resource, should be used for the maximum 

prosperity of the people at the present and the future. 
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• Optimization – The use of land should be effective and efficient so as to achieve 

maximum prosperity for the people. 

• Equality and harmony – Land use plan should be able to accommodate various 

development activities on the proper location based on their designation and function. 

• Social functions are embedded in land rights. 

• Obligations of right holders: persons, legal bodies, or institutions with a legal relation 

to the land must use their lands, establish justice, and protect the rights of less 

fortunate people based on the existing regulation.  

The above key points as stated in the existing land use law provide important guidelines 

for state land right holders to operate in a socially and environmentally responsible manner.  

3. Theoretical Framework  
 
 Prior studies examining the drivers and motivations surrounding sustainability and 

corporate environmental responsibility focus on a wide range of disciplines including, 

strategy and business ethics (DiMaggio & Powell 1983; Jennings & Zandbergen 1995; 

Zyglidopoulos, 2002; Sharma & Vredenburg 1998), organisation and business management 

towards sustainability (Delmas 2002; Suchman 1995; Srivastava 1995; Rondinelli & Berry 

2000), sustainability accounting and reporting (Wilmhurst & Frost 2001; Milne 1996), 

cognitive psychology (Wagge et al. 2005; Teoh & Shiu 1990), political science (Harrison 

2002; May 2003), environmental policy and law (Gunningham & Rees 1997; Sinclair 1997), 

and economics (Konar & Cohen 1997).  

 Across the literature, motivations that govern a corporation’s environmental 

behaviour, actions, participation and performance can be broadly divided into (1) internal 

(i.e., employee and organisational values and norms, corporate image and profit motive), and 

(2) external (i.e., regulatory and stakeholder pressure) factors. However, a number of studies 

have combined both the external and internal factors that can influence a company’s 
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environmental strategy and further considered the importance of the interactions (e.g., Foulon 

et al. 2002; Flannery & May 2000; Bansal & Roth 2000). In this study, we aim to examine 

the relative influence of both internal and external factors on CER in the contexts of the 

Indonesian forestry and plantation sectors. 

3.1 Internal Factors Driving CER 
  

A number of internal factors influence and/or motivate a company's engagement in 

CER as a means to operate within society. These can be both intrinsic and extrinsic and may 

also interact with each other. Intrinsic motivations rely more on individual and organisational 

values and norms towards the environment (Nilsson et al. 2004). However, in the case of 

business organisations (e.g., companies operating in the forestry and plantation sectors), this 

will largely depend on how values, perceptions and attitudes of top managers shape corporate 

environmental behaviour (Banerjee 2001). On the other hand, extrinsic motivations are often 

related to economic drivers such as new market opportunities and innovations, cost savings, 

competitive advantages over peers, improved efficiency of operating practices, reduce 

environmental and business risks, and enhancing or repairing corporate image and reputation 

(Gilley et al. 2000; Roloff 2008). CER may also be driven by profit motives, which could be 

termed as ‘strategic CER’, and often seen as a ‘win – win’ strategy adopted by business 

organisations towards the environment. 

 Past studies have used legitimacy theory to explain a company’s voluntary initiatives 

as a means to operate within society (see, Gray et al. 1988; Cho & Patten 2007). Legitimacy 

theory relies on the belief that a firm operates as  part of a society and that in order to 

continue to operate within that society it must legitimise its activities (Suchman 1995). In this 

instance, the company’s engagement in corporate environmental reporting (CER) acts both as 

a tool and technique to justify and to legitimise its activities to the society. Underlying 
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legitimacy theory is an emphasis on the “social contract” that exists between the firm and the 

society within which the firm operates and consumes resources within the society (Shocker & 

Sethi 1974; Gray et al. 1988). Deegan (2000, p.253) posits that: 

“Legitimacy theory asserts that organisations continually seek to ensure that 
they operate within the bounds and norms of their respective societies, that is, 
they attempt to ensure that their activities are perceived by outside parties as 
being “legitimate”. These bounds and norms are not considered to be fixed, but 
rather, change over time, thereby requiring the organisation to be responsive to 
the environment in which they operate.”  
 

 The above definition suggests that society has the right to know and evaluate the 

legitimacy of an organisation by considering how well it performs in terms of social norms, 

values and expectations (Deegan 2000). In the case of companies in the forestry and 

plantation sector, society primarily comprise local institutions, NGOs and more importantly 

the local communities who may rely on forests for their livelihood. Thus, to obtain societal 

approval and to continue to operate and grow, such companies will need to perform well.  

Consequently, if the companies fail to operate within the boundaries set by the social norms, 

society (in particular forest communities) may revoke its contract and may prevent it from 

continuing its operations, which may result in a legitimacy crisis for such organisations.  

 Guthrie & Parker (1989) emphasise organisational legitimacy as an important 

precondition to establish the social contract between business and society, whereby business 

corporations agree to perform socially desired actions in return for approval of its objectives 

and its ultimate survival. In referring to the concept of organisational legitimacy, Dowling & 

Pfeffer (1975) posit that an organisation seeks to establish symmetry between the social 

values associated with, or implied by, their operations and the social norms of acceptable 

behaviour in the larger social system. Accordingly, organisations are increasingly trying to 

adopt effective tools and techniques to help the legitimisation process (i.e., either to maintain, 

repair or gain organisational legitimacy) (Brown & Deegan 1998). The increasing interest of 

business corporations in the use of corporate environmental reporting (in the form of 
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sustainability reporting, or Triple Bottom Line (TBL) reporting) posits that such 

organisations are trying to operate within the bounds and norms of their respective societies 

(Brown & Deegan 1998). 

 Legitimatisation processes also change over time. For instance, previously, a firm 

needed only to perform well economically to legitimise its activities (Patten 1992). However, 

in recent years society has become increasingly conscious of the potential environmental 

consequences of corporate activities and subsequently expected that those corporations 

should repair or prevent damage to the environment caused by its operations (Rondinelli & 

Berry 2000). For environmentally sensitive and polluting industries (e.g., chemical, pulp and 

paper) in particular, legitimacy has been seen as a basic organisational imperative leading to 

the concept of a “social contract” as a motivating factor for the legitimation process (Gray et 

al. 1995). Shocker & Sethi (1974, p.67) provide a regularly quoted explanation of the concept 

of a “social contract”: 

“Any social institution – and business is no exception – operates in society via a 
social contract, expressed or implied whereby its survival and growth are based 
on the delivery of some social desirable ends to society in general, and the 
distribution of economic, social, or political benefits of groups from which it 
derives its power. In a dynamic society, neither the sources of institutional 
power nor the needs for its services are permanent. Therefore, an institution 
must constantly meet the twin tests of legitimacy and relevance by 
demonstrating that society requires its services and that the group benefiting 
from its rewards has societal approval.” 

 
 The above explanation puts emphasis on societal approval for business activities as a 

means of organisational legitimacy to operate within a society. Thus, legitimacy theory can 

provide a basis for examining the socially and environmentally desirable actions taken by 

business corporations by exploring the phenomena of why and how they engage and 

undertake CER in the context of sustainable forest management and forest conservation.  

 With corporate strategy  entering the information age, now more than ever corporate 

decision-makers recognise the need for accurate, reliable, timely and accessible business 
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information (Synnestvedt 2001; Wilmshurst and Frost 2001). Informational strategies, and in 

particular the provision of corporate environmental reporting, are seen as a vital means to the 

move towards attaining organisational legitimacy (Rikhardsson & Vedsø 2001). Thus, the 

provision of corporate environmental reporting could encourage business managers to adopt 

proactive environmental strategies, and can be considered as a means to improve 

organisational legitimacy.  

3.2 External Factors Driving CER 
 

Motivations and drivers of CER are most commonly explained in terms of external 

factors or pressures on a company’s operations. Therefore, corporate environmental 

behaviouroften tends to be depicted as a response to external factors, e.g. social pressure, 

regulatory pressure, policy pressure or stakeholder pressure. It also suggests that firms need 

to respond to changes in their external environment for their continual growth and survival 

(Banerjee 2001). 

3.2.1 Stakeholder Interests  
 

In the management literature particularly, the motivations for corporate 

environmentalism are believed to arise from recognition of stakeholder interests (Banerjee 

2001). Decisions of the firm regarding CER are framed in terms of responding to, managing 

or enhancing stakeholder relations and interests (Henriques & Sadorsky 1999). This literature 

tends to consider the role of secondary stakeholders (e.g. civil society, government policies 

and regulations) in influencing decisions and actions of companies, thereby framing the 

management of the environment as managing stakeholder relations and interests (Clarkson 

1995; Buysse & Verbeke 2003). Firms respond to stakeholders’ issues rather than 

environmental issues (Freeman 1984; Clarkson 1995; Grimble & Chan 1995; Frooman 1999). 
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It is important to note that some of the models and frameworks in the stakeholder literature 

are useful for framing the external motivations of CER but have been developed to explain a 

firm’s response to stakeholder pressure more broadly, and may not necessarily be about 

influencing the firm’s environmental behaviour. There are broadly three sets of stakeholders 

that are believed to influence CER. These are social, regulatory and economic. 

• Social - Social stakeholders include the local and broader community, environmental 

and social NGOs, the media and social movements. As a form of extended 

stakeholder management, companies are seen to seek the acceptance and meet the 

expectations of social stakeholder groups (Perry & Singh 2001; Gunningham et al. 

2003). A number of papers have focused on the responsiveness of companies to social 

pressure (Bartley 2003; Eesley & Lennox 2006; Julian et al. 2008; Lotila, 2009; Reid 

& Toffel 2009). Gunningham et al. (2004) and Cashore & Vertinsky (2000) referred 

to social pressure as the social licence to operate, which posits that the extent to which 

a corporation operates is constrained by societal expectations, avoiding activities that 

societies deem unacceptable, whether or not these expectations are embodied in law. 

• Regulatory - Regulatory stakeholders include government (at all levels), financial 

institutions, industry bodies, and international organisations. Firms have been found 

to over-comply to improve regulatory relationships with the aim of getting 

preferential treatment in the future or avoiding penalties as well as deflecting, 

curtailing or pre-empting new legislation which may be detrimental to their market 

advantage (Gunningham 2003). 

• Economic - Economic stakeholders include employees, shareholders, customers and 

competitors. In the stakeholder literature they are often referred to as primary 

stakeholders who often have a stake or ownership in a firm. As such, they can 

influence the price, quality and demand and supply in the market.  
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The forestry and plantation companies in the Indonesian context could apply 

stakeholder theory to understand the drivers of CER engagement and disclosure. The basic 

proposition of this theory is that the firm’s success is dependent upon the successful 

management of all the relationships that a firm has with its stakeholders. The term 

‘stakeholder’ refers to those groups on which the company depends on and whom without 

their support the organisation would cease to exist. The conventional view concerns the 

success of the firm depending solely on maximising shareholders’ wealth. This orthodox 

view fails to capture the entity to be a nexus of explicit and implicit contracts (Jensen & 

Meckling 1976) which can be addressed between the firm and its various stakeholders. 

Hence, the stakeholder perspective has become something inescapable to discuss and analyse 

CER (Branco & Rodrigues 2007). Stakeholder theory asserts that companies have a social 

responsibility that requires them to consider the interests of all parties affected by their 

actions. Unlike institutional theory, this theory assumes that firms have the ability to 

influence not just society in general but its various stakeholders in particular. In this regard, 

stakeholder theory is considered “as a necessary process in the operationalisation of corporate 

social responsibility” (Matten et al. 2003, p. 111). While stakeholders have been instrumental 

in inducing corporate social responsiveness (Bansal & Roth 2000), Branco & Rodrigues 

(2007) noted that the stakeholder theory has two problems. These lie in the difficulty of 

considering “mute” stakeholders for the natural environment and “absent” stakeholders such 

as future generations or potential victims. Interestingly, while the application of stakeholder 

theory is common in corporate social responsibility (CSR), in CER its application is rare. 

Narrowing the focus of stakeholder theory to adequately fit a CER approach will result in an 

increase in the level of environmental awareness. This, in turn, will result in companies 

adapting to societal needs by extending their corporate planning to include the non-traditional 

stakeholders such as regulatory advisory groups.  While the application of stakeholder theory 
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in corporate social responsibility (CSR) is common, interestingly, its application in CER is 

rare. Hence, its application with CER focus will increase the level of environmental 

awareness to create the need for companies to extend their corporate planning to include the 

non-traditional stakeholders like the regulatory advisory groups to adapt to changing societal 

needs.  

3.2.2 Institutional Factors 
 

Societal and government institutions are considered important in influencing company 

strategies (Banerjee 2001). They form a firm’s ‘organisation field’ and constitute the basis of 

institutional theory, which examines the interaction of forces outside a firm's boundary 

(DiMaggio & Powell 1983). In this literature, corporate environmental behaviour is framed as 

a response to institutional processes, policy networks, and regulatory regimes. It has been 

suggested that in seeking both social and political approval, firms change the way their 

institution operates (Meyer & Rowan, 1977 cited in Bansal 2005). 

Past studies have used institutional theory to explain the influence of external 

regulatory pressure on a company’s environmental strategies (e.g., Jennings & Zandbergen 

1995; Benn & Dunphy 2004a, 2004b). Institutional theorists posit that a company’s 

environmental strategies are influenced by three institutional mechanisms namely, coercive, 

mimetic and normative isomorphism2 that create and diffuse common sets of values, norms 

and rules to produce similar practices across organisations (see, e.g., DiMaggio & Powell 

1983; Jennings & Zandbergen 1995).  

Within the literature, there are two types of organisations most likely to influence 

corporate environmental behaviour: government and industry organisations (Gunningham & 

                                                             
2 In case of coercive isomorphism, organisations can feel pressures in the form of force, persuasion or invitation 
to join a plan. In mimetic isomorphism, organisations tend to imitate other successful organisations when they 
are faced with uncertainty and ambiguity. A third mechanism of organizational change stems primarily from 
professional pressures and is known as normative isomorphism. 
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Rees 1997; Harrison 2002; Delmas & Toffel 2004). The most obvious institutional force that 

influences corporate environmental strategies and practices is government, which plays an 

important role to regulate corporate activities through coercive rules and legislation (Harrison 

2002). Scholars of institutional theory argue that institutional forces, as exerted through 

government agencies, can shape the agents’ (i.e., firm managers) behaviour to adopt effective 

environmental management policies (Weingast 1995; Delmas & Heiman 2001). Consistent 

with other institutional theorists, these studies find that constrained regulatory discretion is an 

important precondition for credible and stable regulatory schemes, which enforce business 

corporations to undertake investment in pollution control and management. There are two 

different ways by which government can influence a company’s environmental strategies, 

including investment in pollution control and management (Carraro et al. 1996; Rugman & 

Verbeke 1998; Majumdar & Marcus 2001). First, by insisting on the adoption of voluntary 

environmental strategies, government can send a clear signal to business corporations of their 

endorsement to undertake environmentally friendly production and processes that require 

investment in pollution control and management (Carraro et al. 1996). Second, government 

can facilitate the adoption of effective tools and techniques to assist business managers with 

environmentally friendly investment decision-making (Majumder & Marcus 2001). Figure 1 

shows a schematic that explains the mechanism of how government influences business 

corporations in setting their pollution prevention strategies.  
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Figure 1: The Role of Government in Influencing a Company’s Environmental Strategy 

 

 

Source: Adapted from Harrison (2002); Gunningham et al. (2004) 

As exhibited in Figure 1, government may act in the broader public interest of society 

(i.e., voters) and influence firms’ activities through rules and legislation via environmental 

protection agencies (EPAs) and other regulatory bodies. The above exhibit relies on the 

public-interest view, which considers government as being composed of individuals 

motivated by a desire to serve the public by doing what is “right” (Gunningham et al. 2004). 

An industry organisation, as an institutional actor, acts as a surrogate regulator by 

monitoring or policing the industry’s “codes of conduct” as a complement, or alternative to, 

government regulation (Gunningham & Rees 1997). Industry organisations can play an 

important role by acting as a third party to motivate both the firm and government to adopt 

environmentally friendly production and processes (Gunningham & Sinclair 2002). They can 

play a mediating role between government and firm to establish a partnership in management 

(Figure 2).  
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Figure 2: The Role of Industry Organisation 

 

 
 

 Source: Sarker (2013) 

As illustrated in Figure 2, negotiated agreements and divert negotiations can be 

reached between the government (i.e., the regulator) and the firm (i.e., the regulatee) in which 

industry organisation can help resolve conflicts between them. Such a partnership between 

the government, industry organisation and the firm can encourage the formation of a flexible 

mode of environmental regulation that can influence business managers to adopt 

environmentally friendly production and processes (Konar & Cohen 1997; Majumdar & 

Marcus 2001). 

 The above discussion acknowledges the application of institutional theory in 

understanding the drivers of CER engagement adopted by various institutional actors. The 

perspective of institutional theory is very important to reveal the social context in which firms 

operate for CER. According to DiMaggio & Powell (1983), the institutions included 

customers, competitors, the government and the media. The perspective of this theory 

evidenced two types of pressure on firms. First, markets provide higher institutional pressure 

on firms to be likely to adopt environmental management standards, and second, non-market 

institutions put pressure on adopting government-initiated voluntary programmes (Delmas & 

Toffel 2008). In this regard, Schaefer (2007) identified these institutional pressures as the 
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main drivers to implementing environmental management systems (EMSs) that imposes 

norms on the firm.  

Studies also find that institutional pressures can cause variability in the environmental 

strategies of companies operating in similar social, regulatory and public policy contexts (see, 

Hart & Ahuja 1996; Russo & Fouts 1997; Aragon-Correa 1998; Sharma & Vredenburg 

1998). Consistent with the above studies, Sharma & Vredenburg (1998) find that significant 

variability ranging from reactivity to proactivity in environmental strategies for companies 

and its managers are based on changes in the company’s regulatory climate. Reactivity will 

arise in the face of a coercive government controlled regulatory climate, while proactivity 

will arise in an industry controlled voluntary self-regulatory climate (May 2003; Newman 

and Bach 2004). In the case of managers’ willingness to engage in CER, this means that 

managers will act more proactively in a cooperative and flexible organisational regulatory 

climate than in a coercive government controlled regulatory organisational climate.  

4. Materials and Methods 
  

A comparative case study approach was used to explore CER practices within a small 

number of companies in the forest and plantation sector in Indonesia. The following three 

criteria were used to select case study companies/organisations. These include 

companies/organisations: (1) engaged in forest use and land-use change activities; (2) have a 

department responsible for CER activities; and (3) highly visible and subject to 

public/stakeholder pressure. CER examination in this study was conducted at both industry 

and plant/company levels. At the industry level, the study included Asia Pulp & Paper (APP), 

an industry body that encompasses pulp and paper products manufactured at eight pulp and 

paper mills in Indonesia. At the plant/company levels, the study included one plantation 
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forest management company, and four pulp and paper companies of Indonesia. The sample 

companies/organisations are shown in Table 1. 

 
Table 1: Sample Forestry and Plantation Companies/ Industry Organisations 

 
Name of the 
company/ 
organisation 

Type of company/ 
organisation 

Description Documents/Reports 
used for the analysis 

1. Asia Pulp & 
Paper (APP) 

One of the business 
arms within the 
Sinarmas Group, a 
large Indonesian 
business 
conglomerate.  

APP has five 
operating companies 
(e.g., Lontar 
Papyrus, Indah Kiat, 
Pindo Deli, Tjiwi 
Kimia, and Ekamas 
Fortuna). 

APP Sustainability 
Report (2008/2009); 
APP Environmental 
and Social 
Sustainability Report 
for Indonesia (2007); 
APP Sustainability 
Roadmap – Vision 
2020 

2. Sinar Mas 
Forestry (SMF) 

Plantation forest 
management 
organisation 

Manages APP-
owned Industrial 
Plantation 
Concessions (HTI) 
concession areas (± 
1 mn ha) 

Sinar Mas Forestry and 
Sustainable Forest 
Management (Munoz, 
2012) 

3. PT. Indah Kiat An APP operating 
company with three 
mills 

Directly employs 
approx. 17,200 
employees 

Annual Report (2011) 

4. PT. Tjiwi 
Kimia 

An APP operating 
company with one 
mill 

Directly employs 
approx. 12,000 
employees 

Annual Report (2011) 

5. PT. Pindo Deli An APP operating 
company with two 
mills 

Directly employs 
approx. 11,000 
employees 

Annual Report (2011) 

6. PT. Lontar 
Papyrus 

An APP operating 
company with one 
mill 

Directly employs 
approx. 2,300 
employees 

Annual Report (2011) 

Source: APP Annual Reports (2007, 2008, 2011) 
 

Data were collected from both primary and secondary sources. Primary data were 

collected using a semi-structured questionnaire (Appendix A). A total of 12 in-depth 

interviews were conducted between 10 Dec – 17 Dec’ 2012. The interviews were held in 

Jakarta and Bogor in Indonesia. The respondents were divided into three groups:  (1) 
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government policy-makers; (2) practitioners involved in the forestry and plantations sectors; 

and (3) eNGOs and academia (Table 2). 

Table 2: Characteristics of Respondents 

Respondents’ characteristics N % 
1. Origin    
     a. Government 5 42 
     b. Forestry company  4 33 
     c. eNGOs and academia 3 25 

 Total 12 100 
     
2. Gender   
    a. Male  9 75 
    b. Female  3 25 

Total 12 100 
 

Secondary data were collected from various reports, policy papers, and 

newspaper/journal articles published on this topic in recent years, including company annual 

and/or sustainability reports, presentations, etc. 

 Content analysis was used to analyse data obtained via primary and secondary sources 

to critically evaluate the various CER interventions and forest policies over the current and 

previous periods. A set of guidelines for the coding process was established to ensure that the 

analysis was done objectively. This included a detailed coding worksheet and vividly defined 

environmental themes and quality dimension items, along with a set of decision rules. 

Robustness was ensured by undertaking a content analysis pre-test, prior to the coding of the 

sample data, to guarantee clarity of the instructions, themes and score components used in the 

coding processes.  
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5. Findings 
 

5.1 The Underlying Issue of CER in the Indonesian Forestry and Plantation 
Sectors 
 

Forestry and plantation sectors have a long history in Indonesia. Large scale 

plantation development began in mid- 1980s in recognition of expanding industrial demand 

for wood fibre and limited supply of timber from the natural forests (Guizon and Aruan, 

2004). Over the years, Indonesia embarked on an extensive timber plantation development 

program dominated by large-scale plantations (Hutan Tanaman Industri, HTI). Currently, it 

consists of about 7 million ha, or 4% of Indonesian land use allocation that can play an 

important role in enhancing sustainability and CER in the forestry and plantation sector in 

Indonesia.  

Forests in Indonesia have always provided a multitude of services to communities, 

from cultural, ethnic and religious significance. The large scale commercial and managed 

plantations play an important role in bridging the supply-demand gap of timber for the pulp 

and paper mills in Indonesia. The sector also creates significant jobs and helps the national 

economy through earning a significant amount of foreign currency. This often causes 

increased societal expectations for the adoption of CER practices to legitimise the actions of 

forestry and plantation companies, as they face increasing pressure from a range of 

stakeholders including the government, eNGOs, markets and media. However, the most 

important pressure for the adoption of CER comes from foreign customers (particularly from 

the EU), who purchase pulp and paper from Indonesian mills. One of the key findings of this 

study is that forest-based companies in Indonesia are quite aware of the changing societal 

expectations and stakeholders’ demand and no longer ignore this fact. However, as described 

by a respondent from the forest industry, there is a gap between the expectations being 
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demanded and the delivery of this on behalf of companies due to socio-political, social and 

environmental issues.  

 
“The pulp and paper industry in Indonesia is plagued with many issues – some are 
positive and others are negative. However, the presence of this industry is necessary, 
as it differs from other extractive industries such as mining, which usually leave the 
place once operations are complete. The pulp and paper industry brings development 
in the form of investments from the private sector for the infrastructure of the mill. 
Nevertheless, it is important that we sustain the raw materials needed for the mills for 
both present and future use, which is why we have been working with society to 
ensure this...” 
 

Another key finding of this study is that, in general, there exists a lack of trust among 

various key stakeholders surrounding forest and plantation sectors in Indonesia, which is 

likely to affect the improvement of CER practices. For forest-based companies these 

stakeholders include local government, small concession holders. A forestry sector expert 

with more than two decades of work experience lamented: 

 
“One of the key problems affecting Indonesia is poverty. Presently, the Ministry of 
Forestry has established institutions like national parks within the 25 million ha of 
forest that is protected. However, land outside of this protected area is not being 
managed. Under new legislation autonomy is given to local authorities who do not 
have the ability to manage it. In fact, there are no trained personnel capable of doing 
this. Furthermore, there are too many sectoral conflicts. In order to improve 
sustainable forest management, key stakeholders need to come together.”  
 

5.2 Drivers of CER in the Indonesian Forestry and Plantation Sectors 
 

A number of internal and external factors appeared to be influencing Indonesian 

forestry and plantation companies’ engagement in CER practices. These include:  

• Economic  (including market pressure and profit motive) 

• Regulatory interventions 

• Scrutiny of eNGOs 

• Peer pressure 
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a) Economic – The economic driver or profit motive was found to be one of the key 

drivers for the Indonesian forestry and plantation companies’ engagement in CER. This was 

mainly driven by the requirements imposed by the European/ Scandinavian buyers that 

demanded certification of forest products (primarily pulp). When asked which factors drive 

the Indonesian forestry and plantation sector to engage in CER, one industry sector 

respondent explained: 

“I would say, the main driver is only economics. Because we are in the business of 
making money out of paper production, buyers expect us to offer certified products.”  
 

 The above views were echoed by a leading eNGO sector respondent, who is 

developing capacity building in the forestry sector in Indonesia through knowledge 

generation, communication and making knowledge work for forest people. It is assumed that 

such activities are centred on leading and organising workshops and symposiums involving 

industry, community and government stakeholders to promote sustainable forest management 

in Indonesia. While asked about the influence of market pressure as compared to 

communities, NGOs and government (both central and local levels), the respondent 

lamented: 

 
“They [forestry and plantation companies] obey more the rules of the market and are 
more inclined to meet the demand of the markets rather than the people. The problem 
is that Indonesian communities have no say in the decision-making process. 
Unfortunately, companies are strong and have more power than government. 
Therefore, only international buyers and external market pressure can influence them 
to engage in socially and environmentally responsible forest management.”  

 

 (b) Regulatory interventions – Overall, respondents perceived that government 

regulations (either at national or state levels) still remain as the key factors driving corporate 

sustainability in the forestry and plantation sectors in Indonesia. While asked about the role 

of government regulation in influencing Indonesian forestry and plantation sector’s CER, one 
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of the respondents (working in a high level position within the Ministry of Forestry) 

explained: 

“ ...it is a requirement for them to operate in a socially and environmentally 
responsible manner and to abide by the regulations. We have to ensure they are doing 
it right. However, we need good and effective regulation. Without it, socially and 
environmentally operations will not be well implemented. Moreover, to meet the 
policy and technical challenges within this sector and carry out the regulations 
effectively, we need to have a partnership approach between NGOs, civil society and 
companies.” 

 

However, the key weakness of government regulations as seen by most respondents is 

poor implementation. To many of the respondents, implementation of the regulation is a 

major challenge for the government. The respondent below further lamented: 

“...for a big country like Indonesia, implementation and monitoring of sustainability 
practices in the forestry sector is a major challenge. We need to find out effective 
ways as to how CER in the forestry and plantations sector could be implemented at 
the sub national and local levels.” 

 
(c) Scrutiny of eNGOs – Environmental Non-Government Organisations (eNGOs) have 

become increasingly important in shaping the agenda and policies of corporations relating to 

the environment. Indonesia is no exception, where such activities were strengthened 

(particularly on Java) during the Reformasi era with the creation of a program known as 

“Forest Management with the People” (Pengelolaan Hutan Bersama Masyarakat or PHBM). 

The environmental issues and debates to generalise and systematise community involvement 

in the whole country has been strengthened by Government Regulation 6/2007, which also 

played an important role in promoting the creation of community-managed forests across the 

entire archipelago (Gritten & Kant 2007).  

 The present study confirms the above trend in which most of the respondents 

perceived that environmental NGOs have an influence on the way the forestry and plantation 

sector engages in CER in Indonesia. They also view that national and particularly 

international NGOs (e.g., WWF, Greenpeace etc.) have greater influence, as in most cases 
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they are sponsored by the developed countries of which many of them import pulp and forest 

products from Indonesia. One of the respondents (with more than ten years of working 

experience in the university sector) explained: 

 “...Companies are now under a lot of pressure because national and international 
NGOs are putting a lot of pressure on them. This has resulted in an increase in 
sustainability practices within the forestry (including palm oil) and plantation sectors 
of Indonesia.”  

 

 However, some of the respondents also view that eNGOs can at times have their own 

mission and self-interests while influencing companies in enhancing sustainability practices. 

A forestry and plantation company executive lamented: 

“It's true that environmental NGOs influence a company’s sustainability policy and 
practice, however, if there is too much push on behalf of NGOs, it’s then actually 
becoming a dictation of developed countries, because most of the NGOs are funded by 
such countries. Also, sometimes NGOs have get receive support in the form of funding 
from competitor companies.” 

 

 On the other hand, respondents in the NGOs sector perceive that while companies are 

gradually trying to understand the importance of sustainable forest management, their 

intention or willingness to do so varies widely at national, sub-national and local levels. Thus, 

there is a need to adopt and implement site/location specific policies that can improve 

sustainability practices in the forestry and plantation sector in Indonesia. One of the 

respondents explained:  

“We are dealing with four groups of people: the needy, the greedy, bureaucracy and 
the community at large. The problem with the greedy group is that ownership of land 
in Indonesia is possible only to certain individuals. How do we limit the expectations 
of greedy people who are always wanting more? This is a challenge for the NGOs”. 

 

 (d) Peer pressure – The perceptions, performance and campaigns of a company’s 

environmental and sustainability policies (as compared to its peers) have significant impacts 

on the way a company strives to become more sustainable while also working and having 

dialogues with NGOs and other stakeholders. This could also be influenced by the fact that 
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some of the stakeholders, including banks and financial institutions, ask the Ministry of 

Environment about the environmental ranking of companies within the forestry and 

plantation sector (e.g., green or blue), as well as if such companies have a track record of 

producing sustainability reports.3 However, respondents in the corporate sector also state that 

merely producing such reports is not enough. Validation of the reports on behalf of the people 

most affected by the company’s operations is required. A forest industry sector executive 

explained: 

“ …We need to involve stakeholders in the CER process. Often, we don’t do this. 
However, this is important and we should address this by going back to the 
community and seeking validation.”  

5.3 Methods of CER in the Indonesian Forestry and Plantation Sectors  
 

Forestry and plantation companies in Indonesia adopt a range of strategies as part of 

their CER process. These include: incorporating business sustainability into corporate 

structures and hierarchy, hiring and training/ workshops, and collaboration with government 

and eNGOs, community engagement, and annual and/or sustainability reporting.  

This study examined CER activities in one plantation forest management company 

(namely, Sinar Mas Forestry, an Asia Pulp & Paper or APP owned industrial plantation 

company), and four pulp and paper operating companies (also owned by APP) in Indonesia. 

It shows that companies engage in a different range of CER practices. Although all 

companies produce and publish sustainability reports based on the Global Reporting Initiative 

(GRI) framework, Sinar Mas has shifted its sustainability policy to focus on improving 

existing programs to achieve local, national and international standards. The company now 

envisions itself as being a world-class leader in the practice of sustainable forest 

management, based on the principles of environmentally and socially responsible forestry. 
                                                             
3 The Ministry of the Environment of Republic of Indonesia has an established multi-level certification system 
based on the requirements of its Program for Pollution Control, Evaluation and Rating (PROPER), which serve 
two objectives: (1) promote compliance with existing regulations; and (2) reward firms whose performance 
exceeds regulatory standards. Under PROPER, a polluter is assigned one of the five colour ratings: Gold 
(Excellent), Green (Good), Blue (Adequate), Red (Poor) and Black (Very Poor).  
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Sinar Mas also partners with key stakeholders, such as civil society organisations, academia 

and government institutions.  

Other pulp and paper operating companies CER policies include committing to 

sustainability and national laws on sustainability within all operations; developing CSR 

programs in areas such as education, environmental and healthcare; and practicing the “three 

Rs” of good resource stewardship (reduce, reuse and recycle). Companies involved with Asia 

Pulp & Paper have similar CER initiatives. Examples include buying only certified market 

pulp, collaborating with local NGOs to help preserve biodiversity, treating waste to ensure it 

is safe for disposal while also reducing the amount of pollutants released into the 

environment and continually monitoring policies and operating procedures. The development 

of such initiatives is a good example of how companies in the forestry and plantation sectors 

in Indonesia are gradually prioritising the environment in their operations.  A summary of the 

findings is shown in Appendix B.  

5.4 Implications for Future CER Research  
 
 CER is often seen as a sub-set of CSR, which is related to a company’s environmental 

values, vision and mission (Banerjee 2001). In this study, we consider CER as a stakeholder 

management strategy as well as reporting the environmental impacts (including 

achievements) of an operation. CER in this case has not been considered solely as a means to 

reduce the threat of impending government regulation. Rather, it has been seen as a public 

relations exercise that can potentially ease the tension or conflicts between forestry 

companies and its stakeholders (e.g., Government, NGOs, Communities, and Universities 

etc).  

 Based on stakeholder interviews and desk-based research, this study has identified a 

number of future research areas focusing on CER engagement in Indonesia that could also 
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help in reducing deforestation and degradation in the forest and plantation sectors. These 

include: 

• Understanding the governance issues in sustainable forest management – a 

number of respondents posit that understanding the governance problem is one of 

the key issues that affects companies' engagement in CER as well as in reducing 

their operational level environmental impacts. An industry sector respondent 

explained: 

“...The problem in the forestry and conservation sector is acute, …if the area is 
allocated to us, but we cannot control the area for plantation purposes, then there 
is a governance problem within the institutional arrangement. If the area is not 
available for plantations but we acquire the license for it, we lose control over the 
boundary of such area. This raises governance issues. How can this problem be 
solved?” 
 

• Implementing CER at the sub-national and local levels – respondents also 

emphasised the need for better understanding of the policy and technical 

challenges in implementing CER at the sub-national and local levels. A 

respondent explained: 

“Due to external pressure from forest lobby groups, implementation of CER is 
difficult in a big country like Indonesia. There is a need for more research on 
how CER can be implemented at a sub-national and local level. Developing 
effective CER practices is important because it will reduce adverse environmental 
impacts caused by industrial operations, as well as reducing deforestation and 
degradation perpetuated by the forest and plantation sectors of Indonesia.” 
 

• Wider use of Mapping of natural and/or national resources – The respondents 

mentioned the need for future research focusing on modernization and 

mapping/digitization of natural resources (including forestry), and whether this 

could help reduce deforestation and degradation in the forest and plantation 

sectors by improving governance problems. One eNGO sector respondent 

explained: 
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“We need to modernize our natural resource management. Mapping of natural 
and national resources has not been done since post-colonial times. Presently, 
maps are used at a very small scale, (1: 250,000), and most permit issuers at the 
local levels have no recently updated maps. Therefore, they don’t know how to 
issue the permits as they simply don’t know what the land looks like,.. Having a 
clear demarcation of the land would help both the government and NGOs 
(including communities) to monitor the environmental impacts of a forestry 
operation.” 

 

• Improving the social mapping in the forestry context - respondents also suggest 

that there is a need for future research on improving the social mapping system, 

which could also help CER implementation in the forestry and plantation sectors 

in Indonesia. One industry sector respondent explained: 

“We need future research focusing on social mapping involving companies, 
government and NGOS, and every year we must update. Having social mapping of 
an area (i.e., forest concession area) means that we will know exactly what that 
area needs, whether it’s water, school infrastructure or developing, local 
entrepreneurship. We can do the social mapping as a pilot project, and then see 
how and to what extent this can help in reducing the environmental impacts of a 
forestry operation both at the sub-national and local levels.” 

 

6. Conclusions 
 

 This report has analysed corporate environmental responsibility (CER) practices in 

the forestry and plantation sectors in Indonesia,. It examined the key drivers and methods that 

encourage companies to engage in CER practices within the context of sustainable forest 

management and forest conservation.    The study also focused on understanding the 

implications for further CER research for reducing deforestation and degradation in the forest 

and plantation sectors. 

 Much of the research and analysis is grounded in a comparative case study approach. 

While there are other valuable ways to address the proposed research questions, a qualitative 

case study approach allows for a theoretical and practical evaluation of the key motives and 



 
 

29 

impediments to enforce corporate environmental responsibility in the Indonesian forestry and 

plantation sectors. 

 The study finds that there are both opportunities and challenges for CER engagement 

in the Indonesian forestry and plantation sectors. As such, there is a need to address CER 

through a framework of continuous improvement by adopting a participatory management 

system approach by seeking stakeholder input from government, NGOs, communities and 

academia. There is also a need to provide a CER assessment tool for use by forestry and 

plantation companies in assessing where companies are on their particular CER journey. This 

could be achieved through multi-stakeholder collaboration involving companies, government, 

NGOs, academia and communities.  

 In the context of the Indonesian forestry and plantation sectors, several factors are 

driving the evolution of CER. The most important drivers include market pressure and 

consumer activism. While staff attitudes towards environment are also changing, our study 

shows that companies are also recognizing the potential competitive advantage to be gained 

by responding to stakeholder expectations for environmental performance. There is every 

reason for becoming more optimistic about further improvement of CER in the Indonesian 

forestry and plantations sectors. An industry sector respondent echoed: 

“I am optimistic of a developing country like Indonesia. Although we have many 
problems, we must remain optimistic. We have to work towards achieving CER one 
step at a time. There is already a change and we will continue to do well in this 
sector.” 
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Appendix A: Interview Protocol  
 
Corporate Environmental Responsibility (CER) in the Forestry and plantation sectors 

in Indonesia  
 

 
 
 

 
 
 
 
 
 
Drivers of CER 
 

1. Could you please tell about the CER practices and its importance in the Indonesian 
forestry and plantation sectors? 
 

2. What are the motivating factors for the Indonesian forestry and plantation companies 
to engage in CER? (such as pressures from community, financial bodies, buyers and 
suppliers demands, internal stakeholders and shareholders).  
 

3. What examples of corporate accountability can you think of in the Indonesian forest 
and plantation sectors and what is your belief about them? 

 
Methods of CER 
 

4. What are the company reports do you produce (annual reports, sustainability reports, 
web based reports/ communication)? Do they cover CER issues? 
 

5. What strategies do you undertake to ensure sustainable forest management and forest 
conservation (statement of certification, use of social media, self innovated 
stakeholder influence strategies and sustainable practices such as eco-efficiency, 
pollution control, recirculation, eco-design, ecosystem stewardship, business 
redefinition, etc)? 
 

6. Do you involve your stakeholders in CER in the contexts of sustainable forest 
management and forest conservation? If so, how?  

 
 
Future Research Agenda 
 

7. What are the implications for further CER research and reducing deforestation and 
degradation in the forest and plantation sectors? 
 

8. Do you like to comment on this interview?  
 
 

(Thank you for your participation) 

Respondent's name: ………………………..............Age.............Gender............ 

Organisation: ………………………… 

Date: ………………….  Place of interview: ………………… 

Time: ……………………..to ………………….. 

District: ……………………….City area: ……………….. 

Position: ………………..Experience:...............(Yr) 

 

Code No:12/2012 


