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Abstract 

This thesis explores the historical development of Corporate Social Responsibility 

(CSR) in Indonesia. Existing literature in the field is influenced by experiences in 

Western liberal democracies, where pressure from internal stakeholders leads to what is 

called a “bottom-up” approach; pressure that leads firms engaging in CSR for voluntary 

rather than mandated reasons. However, this research found that the adoption of CSR in 

Indonesia did not follow this Western trajectory. Instead, CSR developed from a “top-

down” approach where the Indonesian Government acted as the key driver of change. 

Reflecting this, the enactment of the Company Act 2007 made Indonesia the first 

country in the world to explicitly require every company to undertake CSR activities. In 

exploring this unusual policy outcome, this research sought answers to the following 

research question:  

Do theories about CSR that stem from Western democratic 

societies, which typically depict the drivers of CSR activity 

coming from below – with the company then voluntarily devising 

their own strategic CSR response – apply in developing 

societies? 

In exploring answers to this question, this thesis adopts a historical approach, 

considering the changing role of the Indonesian government since 1945 with particular 

attention paid to the so-called New Order era (1965-98) and the Reformation era (1998-

2015). This case study answers the questions utilising legitimacy theory, institutional 

theory, and stakeholder theory through analysis of relevant regulations, official 

statistics, document analysis interviews with key stakeholders, and analysis of company 

Annual Reports. This research found that at first, the Indonesian government initiated 

CSR activities through the policies pursued by State-Owned Enterprises (SOEs) that 

have occupied a disproportionately important role in the Indonesia economy. Under the 

New Order era, CSR policies were mainly directed towards improving economic and 

social outcomes in agriculture, where Small and Medium-sized Enterprises (SMEs) 

were the norm. As part of their activities, all SOEs were legally required to assist SMEs. 

The Indonesian government, both directly and indirectly, through the SOEs, was also 

the driver behind the extension of CSR to the local levels through measures directed 

towards the formation and operation of farm-based cooperatives. Under the 

Reformation era, however, the focus shifted to a legislative mandate. Since the issuance 

of Law No. 20/2008, all SOEs are required to perform social activities in accordance 

with the Partnership and Community Development Program or “Program Kemitraan 
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dan Bina Lingkungan” (PKBL). As the Program’s title suggests, PKBL involves SOEs 

entering into “partnerships” with mostly small enterprises (mainly micro-enterprises). 

Since 2007, with the issuance of the Company Act, the Indonesian government has also 

required privately-owned firms to engage in CSR. As stated in the Indonesian Financial 

Accounting Standard (PSAK), all companies listed on the Indonesian Stock Exchange 

(IDX) must disclose their CSR activities in their Annual Reports. However, in 

examining the companies’ Annual Reports, this thesis found that only 401 of the 530 

listed companies actually disclosed CSR activities in their Reports. Moreover, this 

research found that 90 percent of companies undertaking CSR activities were actually 

engaged in what can best considered as philanthropic forms of community development 

that are unlikely to have any transformative effect. Accordingly, this thesis concludes 

that although the Indonesian government has acted as the primary driver of CSR within 

the country, the benefits that are accruing at this stage are sub-optimal. 

This thesis found that whereas research performed in Western democratic 

societies has focused on the influence of salient stakeholder in CSR activities, in 

Indonesia the power of stakeholder may not influence the company if the company has 

political connections that can mitigate this stakeholder power. Less powerful 

stakeholders may become beneficial to the company if a stakeholder can align itself 

with the company’s interest, such as building their reputation or gaining local 

acceptance. 

The findings of this study contribute significantly to the extant research base on 

the development of CSR in Indonesia. An understanding of the Indonesian 

government’s social responsibility role helps fill the comparative void in the CSR 

historical literature dealing with developing societies. 
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CHAPTER 1 

INTRODUCTION 

 

1.1 Research Background 

In recent years, Corporate Social Responsibility (CSR) has attained increased 

significance in both business and in the associated academic literature. The very term, 

CSR, clearly indicates the focus is on social responsibility as a matter which is primarily 

for private or public corporations, rather than individuals or governments. This focus 

differs markedly from the initial literature in the field, where the term of Social 

Responsibility (SR) was used, not CSR. Significantly, Bowen (1953) in his pioneering 

study, had a different focus, claiming that SR was something that occurred at three 

distinct levels: the level of the individual businessperson, the level of the 

organization/firm, and at the level of the nation state. Bowen also concluded that each 

level of SR was shaped by political, institutional, historical and economic factors unique 

to that society. In addition, Bowen found that cultural values and understandings had a 

profound impact on how SR was understood and implemented. Acquier, Gond, and 

Pasquero (2011) argue that most recent literature in the field has overlooked the multi-

dimensional nature of Bowen’s original concept, focusing instead on an issue that was 

not seminal to Bowen’s initial model, namely the ways in which CSR can be used as 

part of a managerial strategy directed towards a company’s competitive advantage. 

Perceived in this way, CSR tends to be reduced to the level of a marketing tool and/or a 

source of firm value creation. What is missed are the ways in which a society is 

characterized by understandings of social obligation; understandings that shape the 

relationship between management and employees, business and the various 

communities with which they engage, and business and government. Gond (2013) also 

noted that Bowen warned readers that his CSR concept was not intended to be 

applicable to other countries or societies. Instead, he was concerned only with the 

application of SR concepts, understandings and obligations within the United States 

(US). Other societies, he argued, would be shaped by different norms, cultures, 

traditions and understandings of social obligation. 

Since Bowen’s initial theorizing, the CSR literature has moved in diverse 

directions. Some have emphasized the concept of “social license”, which contends that 

businesses can only maintain operations in a particular location if they are seen by the 

relevant communities as legitimate and beneficial (Davis, 1973; McGuire, 1963). Others 
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have emphasized the link between CSR and financial performance (Cochran & Wood, 

1984; Margolis & Walsh, 2003). The development of the “stakeholder model” of CSR 

(Rowley & Moldoveanu, 2003), and the role of CSR in the development of business 

strategy (McWilliams, Siegel, & Wright, 2006; Porter & Kramer, 2006), added further 

to this emerging literature. 

Although CSR is still voluntary in most countries, many companies have 

nevertheless invested considerable resources in their CSR programs. Typically, this is 

seen as a “bottom up” approach, where the imperatives for action come from below, i.e. 

from pressures from one or more social groupings that are vital to the firm’s continued 

operation. Based on legitimacy theory, a corporation has a social contract with its 

society. Moreover, according to Davis (1960), there is mutual dependence between 

business and society. Stakeholders such as consumers, NGOs, local communities, and 

environmental interests all play an important role in driving CSR initiatives in the 

companies that interact and do business with them (Freeman, Harrison, & Wicks, 2010). 

Accordingly, partnership with stakeholders has been identified as an essential part of 

effective CSR activity (Hamann, 2003). In extending the search for the drivers of CSR, 

Campbell (2007) has argued that companies act in socially responsible ways for to two 

main reasons: economic reasons and institutional reasons. In terms of economic reasons, 

he found that a company would only engage in CSR when it saw some material benefit 

from a CSR activity and was in a financial position to be able to invest sufficient 

resources in such activities. However, companies in a monopoly market - where they do 

not have competitors and could thus gain no material advantage from their activity - 

were generally less interested in CSR. In contrast, Campbell (2007) argued, the main 

“institutional” drivers of corporate CSR were systems of regulations and/or 

enforcement. Such regulation may come either from governments or from another entity 

that had the capacity to bestow legitimacy or sanction, such as the International 

Organization for Standardization (ISO). 

It is not only researchers who have conflicting ideas about CSR. Within any 

given society, various social and economic groups will hold different perspectives of a 

company’s responsibilities. Consumer groups focus on the quality and the price of the 

product. Environmental activist groups focus on the environmental impact of a 

company’s activities. Within the ranks of business there are also varied viewpoints. 

Many businesses continue to focus on profit maximization. Others utilize the “triple 

bottom line” concept, which holds that a company’s performance should be measured 

using three performance criteria: economic indicators, social indicators, and 
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environmental indicators (Elkington, 1997). This perspective also reflects a social shift 

in the wider community, where people no longer evaluate a company solely from the 

financial perspective, but also on how the company is treating the community and the 

environment. This social attitude tends to motivate companies to develop and 

implement CSR, balancing the needs between the company, community, and 

environment (Carroll, 1991; CED, 1971; Devi & Prayogo, 2013; Falck & Heblich, 

2007; McWilliams & Siegel, 2001). Reflective of the various meanings and 

perspectives on CSR are the myriad of descriptors used to designate activities, which 

are described variously as Corporate Responsibility, Social Responsibility, Corporate 

Citizenship, Corporate Sustainability, and Sustainable Development. 

In the development of this diverse literature, the United States of America 

(USA) and United Kingdom (UK) are clearly pioneers (Brammer, Jackson, & Matten, 

2012). Significantly, both countries are liberal market economies. This raises the 

question, foreshadowed by Bowen, as to whether or not CSR practices developed in 

these economies are applicable more broadly. The problematic nature of applying CSR 

theories to all societies is highlighted by Matten and Moon (2008), who, in using 

institutional theory, suggest that cultural, political, and economic differences are 

decisive in CSR development and implementation. Stakeholder theory also highlights 

the importance of national governments in the implementation of CSR. As Gond, Kang, 

and Moon (2011) indicate, while most CSR research highlights the role of government 

regulation as a driver of CSR, governments can also play a key role as an “actor” in 

their own right through their role as an employer and as the owner of State-Owned 

Enterprises (SOEs). 

1.2 Identifying Gaps in Existing Literature   

From the outset, CSR has been a concept primarily driven by understandings of how 

corporations interact with societies and communities of interest in Western, liberal-

democratic societies with a market economy. A key question, therefore, has long been: 

do theories about CSR that stem from such societies, which typically depict the drivers 

of CSR activity coming from below – with the company then voluntarily devising their 

own strategic CSR response – apply in developing societies?  

In recent years, significant literature has looked at CSR issues in developing 

societies (Kaufman, Tiantubtim, Pussayapibul, & Davids, 2004; Luken & Stares, 2005; 

Lund-Thomsen, 2004; Nielsen, 2005; Visser, 2008; Zulkifli & Amran, 2006). Typically, 

such studies tell a broadly similar story, in which often gross violations of labour or 
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environmental law are redressed (or not) according to the level of interest from a 

Western constituency. Lund-Thomsen (2004), for example, in a study of the leather 

industry in Pakistan found systematic breaches of environmental laws as waste was 

allowed to run off into adjoining river ways, adversely affecting the health of all those 

who lived around factory areas, a situation that was allowed to continue unrestrained 

due to poor enforcement by the Pakistani government. The same study also reported 

breaches of labour laws, breaches that contributed to extraordinary profit levels with 

Pakistani leather exports obtaining wholesale prices that were on average 108% above 

the costs of production. Eventually, partial redress of both these issues occurred due to 

pressure from the main global buyer of Pakistani leather, who feared association with 

such practices. 

That the practices revealed by Lund-Thomsen (2004) are all too common place 

is discussed by Welford (2005), who compared CSR implementation in Europe, North 

America, and Asia. Perhaps unsurprisingly, Welford (2005) reported systematic abuses 

of workers’ rights, abuses that manifested themselves in low wages, long hours and 

unsafe working conditions. Among Asian countries, garment making has a particularly 

problematic history. As Kaufman et al. (2004) study of the garment industry in Thailand 

revealed, problems stem, not only from low regulatory enforcement, but also from deep-

seated indigenous cultural values. Compounding these factors in the case of the Thai 

garment industry is competition from more established garment producers – most 

notably China and Vietnam – who have been seminal in the mass supply of cheaply-

made clothing to Western countries. For a nation such as Thailand to break into this 

market requires a capacity to undercut Chinese and Vietnamese suppliers. To achieve 

this, Kaufman et al. (2004) found that Thai garment producers created a workforce that 

was 80 percent female. Company recruitment agents, moreover, followed a policy of 

only engaging single women in the belief that such workers were likely to raise fewer 

objections to the long hours of work that the industry demands. Once employed, female 

employees face dismissal if they become pregnant. Kaufman et al. (2004) also found 

that Thai cultural attitudes supported long hours of work and unsafe workplaces. Most 

workers, they found, subscribed to the beliefs associated with an old Thai saying, “mai 

pen rai”, which can be roughly translated as “don’t worry, everything will work out 

fine”. The collectivist ethos of Thai society also causes workers to place small value on 

formal safety procedures. If there is a fire, Thai workers tend to believe that having a 

large number of colleagues nearby means that they will provide assistance. If 

misfortune does occur, moreover, there is a societal view that this was not primarily a 
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result of human inaction but of destiny; a mind-set that places little pressure on 

companies to engage in CSR.  

With Asian governments unwilling to drive change from the top, pressure for 

CSR is typically seen as coming from “bottom-up” forces; forces mainly driven by 

societal pressures in Western societies where those further up the supply chain face 

approbation from local consumers. Evidence of this is indicated in a study by Nielsen 

(2005) into the garment industry in Bangladesh, where – despite Bangladesh having 

labour regulations that accord with the International Labour Organization (ILO) – 

breaches of legal standards are the norm. Child labour is pervasive. Wages are 

invariably well below the legislative standard. Workers (including children) normally 

work for between ten to fourteen hours per day, often without rest. Ventilation, lighting, 

space and fire-safety are also lacking. Where action to redress these failings has 

occurred, Nielsen (2005) found that it has come from pressures from Western-based 

Non-Government Organizations (NGOs) directed towards the United States embassy 

and the US-based companies such as Wal-Mart and Levi that retail a large percentage of 

Bangladeshi garment output. 

The importance of indigenous cultural attitudes, and the often superficial 

nature of Western-based CSR programs, is also highlighted in Zulkifli and Amran 

(2006) study into Malaysia. Despite Malaysia suffering from well-known environmental 

problems that have seen the destruction of much of its hardwood forests, Malaysia has a 

poor record in terms of corporate CSR performance; a performance that is, moreover, 

opaque due to the fact that Malaysian law does not require disclosure of CSR 

performance. Zulkifli and Amran (2006) study, however, was based on a combination 

of web searches and an analysis of corporate annual reports, found that the CSR policies 

purused by companies operating in Malaysia (both indigeneous and foreign) tend to be 

in the form of philanthropy or charity activities. Many such activities amount to little 

more than marketing with allocations of cash corresponding with key dates in the 

festive calendar such as Eid Al-Fitr and Chinese New Year. As Malaysia becomes 

increasingly Islamic in its public culture, such philanthropic activities also correspond 

with a fundamental tenet of Islamic belief which requires a zakat (Islam donation or tax) 

by the faithful to society’s needy. Such “bottom-up” pressures have not, however, been 

sufficient to bring about any significant CSR expenditure by Malaysian companies. In 

comparison with Singapore, Ramasamy and Hung (2004) suggest that the level of CSR 

activity in Malaysia substantially reflects the absence of regulations by the Malaysian 

government regarding both CSR implementation and also CSR reporting.  
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From the above accounts, it is obvious that CSR implementation in developing 

countries is fragmented. Activity tends to reflect the nature and extent of pressures in 

either its supply chain or from the culture of the indigenous society within which it 

operates. In conceptualizing results from the existing literature on CSR in developing 

countries, Visser (2008) developed the model indicated in Figure 1.1. In this model, 

Visser (2008) differentiated between drivers “internal” to the society and “external” 

drivers where the pressure for action came from outside the nation. Among the internal 

drivers were certain concessions/payments to local interest groups that were set as a 

prerequisite for market entry, the cultural norms and expectations of the indigenous 

society, political pressures, statutory governance requirements and activity/funding 

provided to deal with a local emergency. Cultural traditions rooted in religious and 

indigenous traditions, particularly philanthropy, community embeddedness, and 

business ethics have the potential to influence CSR practices in developing countries. 

So, too, does political reform. Democratization may persuade business to take into 

account social and environmental issues. Socio-economic priorities and challenges such 

as poverty, tax fraud, education, infrastructure development, and health can also 

influence CSR practices in developing countries. Governance gaps may lead businesses 

to assume wider social responsibilities, e.g. provision of health care and education in the 

presence of “weak, corrupt, or under resourced governments” (Visser, 2008, p. 483) and 

might also be the case when catastrophic events occur. CSR practices may also be seen 

as a vehicle to access wider markets, domestic, regional and international, 

Among the outside drivers are supply-chain pressures (typically driven by 

consumers), pressure from investors (an increasingly common phenomenon with the 

emergence of shareholder “activist” groups) and the need to comply with international 

governance or product standards. International standardization, for example, prescribes 

CSR codes and standards that play a significant role in promoting CSR practices in 

developing countries. Investment incentives may influence CSR practices. Firms may 

adopt CSR practices to qualify for socially responsible investment status in the stock 

exchange. Stakeholder activism is another factor that may drive CSR practices. 

Activism from strong stakeholder groups, such as development agencies, business 

associations, trade unions, and international NGOs, have the potential to exert influence 

on firms. Finally, firms in supply chains may adopt CSR practices in compliance with 

requirements imposed by multinational business partners. Crucial to this model, as to 

most other perceptions of CSR implementation, is the assumption that CSR remains an 

essentially voluntary corporate activity, driven by “bottom-up” pressures. 
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Figure 1.1: CSR Drivers in Developing Countries 

 

 

 

 

 

 

 

 

   

Source: Visser (2008, p. 481) 

Not only is CSR in the existing literature still seen as primarily a voluntary 

corporate activity driven by “bottom up” pressures from various local or overseas 

stakeholders, it is also universally seen as a relatively recent phenomenon, driven by 

Western companies, Western values and Western interests. In contrast, there has been 

little effort to explore the possibility of an alternative explanation for the CSR programs 

that can be found in developing countries: an explanation built around the possibility 

that CSR stems from factors indigenous to the society, having deep historical roots in 

that society and driven primarily from “top-down” initiatives in which local 

governments act as a conduit for deep-seated historical and cultural forces. It is this 

second possible explanation that this thesis will explore in an historical study of the 

origins and implementation of SR initiatives in Indonesia. 

1.3 Research Objectives and Research Questions 

Significantly, while there has been a considerable amount written about CSR in the 

wider academic scholarship in recent decades, only a small portion of this has dealt with 

Indonesia. Given that a major weakness of CSR theory stems from its peculiar 

development from, and past orientation towards, liberal market economics, this thesis 

will explore the role of government in implementing CSR programs in the Third World 

through a consideration of circumstance in Indonesia. To outward appearances, 

Indonesia has had a mixed CSR record. Typically, negative images – associated with 

governmental corruption, the burning of forests to make way for palm oil plantations, 

and the cultural suppression of ethnic groups in outlying islands - dominate in both the 

popular press and in academic studies (Chapple & Moon, 2005; DeTienne & Lewis, 

2005). In such narratives, western MNCs, responding to the concerns of “home”- based 
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shareholders, are seen as the key drivers of CSR. Are such images an accurate reflection 

of reality? Or, alternatively, are there powerful local policies of CSR that have escaped 

western attention? 

Since independence was declared in 1945, leading to a four year Independence 

War with the Netherlands, Indonesia has moved through three distinct historical 

periods. In the first period, generally referred to as the Old Order era (1945 – 1965), 

Indonesian politics and society was dominated by Sukarno, the founder of Indonesian 

Independence. Under Sukarno, Indonesian pursued increasingly aggressive anti-

Western policies; policies that emphasised the nationalisation of foreign businesses and 

the establishment of large SOEs that assumed a dominating role in the economy. In the 

second period – which will be the principal focus of this thesis – the displacement of 

Sukarno saw the ascent of the military Suharto or New Order era (1965 – 1998). 

Although the military domination of the government and subsequent corruption 

associated with the Suharto family has cast a dark light on this period of Indonesian 

history, it is nevertheless a defining period in the nation’s history for a number of 

reasons. First under Suharto, Indonesia reengaged with the international economy, 

encouraging foreign investment within carefully determined controls. Second – and of 

great significance for this thesis – the government increasingly used SOEs to pursue a 

CSR agenda that was largely directed towards small enterprises and farms in the rural 

sector; policies associated with Indonesian becoming a net exporter of rice for the first 

time in its history. In taking this action, the New Order regime made CSR objectives an 

integral part of its five-year economic development programme. Thus, it was in the New 

Order era that CSR became embedded in the core of the Indonesian economy. With the 

fall of the Suharto and the initiation of the democratic-based Reformation era (1998 – 

now), CSR took on new forms, becoming embedded in the nation’s Company Act in 

2007. Therefore, this study aims to explore the role of the Indonesian government in 

CSR implementation from 1965 to 2015. In undertaking this study, the principal 

research question is as follows: 

Do theories about CSR that stem from Western democratic 

societies, which typically depict the drivers of CSR activity 

coming from below – with the company then voluntarily devising 

their own strategic CSR response – apply in developing 

societies? 

This central research question, in turn, causes us to examine a number of subsidiary 

questions, namely: 
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1. What was the role of the Indonesian government in the New Order era (1965-1998) 

in devising and implementing CSR initiatives? 

2. What was the role of the Indonesian government in the reformation era (1998-2015) 

in devising and implementing CSR initiatives? 

3. How has the Indonesian government shaped the implementation of CSR in the 

private sector? 

Stakeholder theory suggests the importance of governments as key drivers and 

also key actors behind the development of CSR within a country. Moreover, the 

institutional theory also suggests that the political, cultural and historical background of 

a country have an impact in shaping the type of CSR activities. Therefore, to answer the 

first and second research questions, this thesis will adopt an historical analysis. This 

thesis will be limited to the two political eras: new order era (1965-1998) and 

reformation era (1998-2015). 

Stakeholder theory suggests that a government, as a key driver, plays an 

important role in increasing CSR implementation. This can be in the form of issuing 

government regulations. A KPMG (2015) report states that increased CSR reporting in 

Indonesia is in response to Indonesian government regulations. Legitimacy theory of the 

CSR perspective suggests that, for a company’s sustainability, it is important for that 

company to obtain legitimacy from its society. Therefore, to answer the third research 

question, this study will evaluate CSR implementation in Indonesia paying particular 

attention to companies that listed in the Indonesian Stock Exchange (IDX). To 

categorize types of CSR activities that have been implemented in Indonesia, this thesis 

will adopt seven core objectives in ISO 26000 as guidance. 

1.4 Research Aims and Structure of Thesis 

In examining the Indonesian perspective, this study suggests that the real drivers of CSR 

are found not in MNCs, but rather deep within Indonesian society and its post-

independence national experience, with government playing a role as both a key actor 

and also a driver of CSR through its control of SOEs, which have long occupied a 

central role in Indonesian society. In Western societies, the CSR concept emerges from 

the pressure of internal stakeholders or “bottom-up”, then evolves into voluntary actions 

and goes beyond government regulations. This thesis argues that CSR in Indonesia is 

emerging from the government’s initiatives, legalized in the form of regulations, which 

lead to compulsory actions or “top-bottom”. In developing such findings, this thesis has 

been organized into 9 chapters, which are briefly described below. 



 

10 

Chapter 1 is the introduction chapter that provides the research background and 

justification of the study. The research questions and aim of this study are also 

identified. A review of CSR literature is presented in Chapter 2, which is divided into 

five sections. First, the review of various CSR perspectives is presented to provide 

insight into the development of CSR. The variety of standards or guidance that can be 

used by corporation in doing CSR will be discussed on the second section. The third 

section will discuss the social reporting. Fourth section will show company’s benefit in 

doing CSR. Lastly, the CSR implementation in developing countries will be discussed 

in the fifth section. 

Chapter 3 will discuss the theoretical framework that used in this research. 

First this chapter will discuss the theoretical view and justification in using legitimacy 

theory, institutional theory, and stakeholder theory. More detail discussion about the 

theories will be discussed in the next section of this chapter. Meanwhile, Chapter 4 

focuses on the methodology that will be conducted in this thesis. Chapter 5 is discussing 

the contextual background of Indonesia. First section of this chapter discusses the 

historical background of Indonesia that comprises Indonesian culture and society, 

Indonesian agriculture in Dutch Colonial, Japanese occupation, and the Indonesian 

independence. The next section is discuss the Indonesian businesses in three political 

eras, the colonial era, the Old order era, and the New order era.  

Chapters 6 and 7 expound the findings. Chapter 6 discuss the role of the 

Indonesian government in CSR development in Indonesia. This chapter will divide into 

two main sections. The first section will describe the role the Indonesian government as 

a key player, particularly in the New Order era, which lasted from 1965 to 1998. During 

this time, the Indonesian State-Owned Enterprises (SOEs), as the Indonesian 

government’s representative in Indonesian businesses, started to implement CSR 

activities in the form of community development and partnership programs. The role of 

the Indonesian government as a key player through SOEs will be discussed across two 

eras, the New Order era and the reformation era. Chapter 6 will show the role of the 

Indonesian government as a key driver through the enactment of the Company Act 

2007. This chapter will discuss all sets of government regulations and policy that forced 

not only SOEs, but also the private sector to implement CSR. Chapter 7 will shows the 

implementation of CSR in Indonesia private sector.   

Chapter 8 will be divided into two sections. The first section will discuss the 

emergence of CSR in Indonesia and the second section will discuss the impact of the 
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“top-down” system in CSR development. Finally, Chapter 9 will provide the conclusion 

of this research and the area for further research. 

1.5 Important of Research 

The importance of this study is two-fold. Firstly, this study contributes to the literature 

by filling a gap in the body of knowledge of corporate social responsibility in 

developing countries, particularly a country in which SOEs play an important role in 

their business system. As CSR attracts the attention of practitioners and scholars from 

various disciplines, many studies have concentrated on CSR as voluntary actions and 

not compulsory actions. Secondly, this study highlights the importance of government’s 

role in CSR engagement. This study reveals that the government plays a role both as a 

key actor and a key driver in CSR development in Indonesia. Finally, this study also 

provides a basis for other academics, practitioners, and regulators to carry out future 

research on the subject of the role of SOEs in CSR development. 
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CHAPTER 2 

REVIEW OF LITERATURE 

 

2.1 Introduction 

The notion of Social Responsibility is still evolving (Carroll & Shabana, 2010). 

However, as seen from different perspectives, CSR has divided in the research and 

business communities into two broad camps, those who are against CSR and those who 

support CSR. Interestingly, the emergence of CSR has become one of the “hot issues” 

in the business world. Historically, CSR literature has also developed. Starting from the 

view of CSR as a business ethic, it has now developed into how to utilize CSR activities 

as part of a business strategy. The development of CSR literature is also in line with the 

development of the business world. Accordingly, CSR guidance that can be used as a 

reference for companies in implementing CSR activities also varies. 

As part of the worldwide issue, it is important to understand the basic concept 

of CSR and also the importance of both the government’s and a company’s role in 

engaging with CSR. Therefore, the purpose of this chapter is to define the importance of 

both the Indonesian government’s role and the role of corporations within the wider 

debate about the industry’s relationship with the environment and the wider society as 

part of a worldwide issue. It seeks to demonstrate that, based on CSR concepts, CSR 

guidance and CSR reporting, stakeholders play an important role in the success of CSR 

implementation. 

2.2 Corporate Social Responsibility 

Researchers and business people tend to see the CSR concept in fundamentally different 

ways. While business people tend to define CSR from operational perspectives, scholars 

try to define CSR based on types and certain characteristics such as business ethics, or 

social and environmental issues. From the scholars point of view, Bowen (1953) first 

defined the concept of Social Responsibility in 1953, stating that social responsibility  

“refers to the obligation of businessman to pursue those policies, to make those 

decisions, or to follow those lines of action which are desirable in terms of the 

objectives and values of our society”. Other researchers defined CSR from different 

perspectives. Davis (1960) described CSR as a “businessman’s decisions and actions 

taken for reasons at least partially beyond the firm’s direct economic or technical 

interests”. Frederick (1960) argued that, the main responsibility of a company is to 

oversee the operation of an internal economic system that fulfils public expectation. As 
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the present business system is an outgrowth that resulted from history and past cultural 

traditions, socially responsible behaviour cannot be produced automatically. In 1963, 

McGuire noted “the idea of social responsibilities suppose that the corporation has not 

only economic and legal obligations but also certain responsibilities to society which 

extend beyond these obligations” (McGuire, 1963). He also argued that each company 

needed a social “license to operate”, which could only be ensured when a company paid 

attention to political issues, social welfare, education, the interests of the employees and 

social issues. Building on this analysis, Davis in 1973 introduced the Iron Law of 

Responsibility. This law stipulated that if a company does not use its “social power” in a 

way that garners community and social acceptance, in the long run the company then 

will lose its economic position because others will eventually take over (Davis, 1973).  

In 1971, the American-based Committee for Economic Development (CED) – 

a private-sector, non-profit policy body based in Washington D.C. that seeks to 

encourage free enterprise around the globe - issued an influential document, Social 

Responsibilities of Business Corporation. Resulting from research conducted with 

American businesses in U.S., this study associated CSR with three concentric circles: 

economics, social, and environment. In this schema, the inner circle is a company’s 

basic economic functions such as job creation and economic growth. The intermediate 

circle (social) is related to the economic functions that should be undertaken with 

awareness of changing social values and priorities, while the outer ring comprises those 

operational areas where new responsibilities will arise (CED, 1971). 

As the concept of CSR developed, it soon conflicted with established economic 

and business ideas. Friedman (1970) for example, stated that “the business of business 

is business”. In other words, the main purpose of a corporation is to make a profit and 

increase shareholder value. Friedman also emphasized that “there is one and only one 

social responsibility of business to use its resources and engage in activities designed to 

increase its profits so long as it stays within the rules of the game, which is to say, 

engages in open and free competition without deception or fraud”. Earlier, Levitt (1958) 

suggested that the party which should have concerns for social responsibility is the 

government, not the corporation. Views such as those outlined by Levitt and Friedman 

came to be known as the “shareholder approach”. In critiquing this approach, Reich 

(1998) argued that beside their legal obligations, a company also has moral obligations 

to its stakeholders. Morally, a company must include the communities and 

environments that are affected by the company’s operational activities. Companies also 

have the ability to achieve their legal responsibilities through the participation of all 
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their employees. Therefore, a company has responsibility to its employees as well as the 

community. This contrasting view has come to be called the stakeholder approach. 

There are various societal needs and demands, which require businesses to 

become proactive in their societal engagement. Sethi (1975) distinguished between 

corporate behaviours that might be called social obligation, social responsibility or 

social responsiveness. Social obligation emphasises economic and legal aspects, which 

explain that corporate behaviours are driven by market interest and legal concern. In 

addition to that, social responsibility implies bringing corporate behaviour up to a level 

where it fits with the society’s prevailing norms, values and expectations. Corporate 

responsiveness is described as a prevention or anticipatory approach to minimise the 

potential environmental threats, which have been involuntarily triggered through social 

and political change. 

To understand CSR concept better, Carroll (1991) tried to conceptualize CSR 

through the pyramid and covered all the basic aspects of CSR. Carroll’s pyramid 

describes the relationship between companies and stakeholders in running their 

operational activities. It begins with economic responsibilities, legal responsibility, 

ethical responsibility, and places philanthropic responsibilities at the top of pyramid. 

Figure 2.1: Carroll’s Pyramid 

 

Source: Carroll (1991) 

 

Economic responsibilities were placed as the basis of the pyramid to show that 

the main goal of a company is profit. If a company wants to survive and grow, it must 

have economic value added through sales maximisation, cost reduction, and focus on 

long-term financial performance. In addition to that, the company must comply with 



 

15 

applicable regulations and run their business ethically, fair, and respect the prevailing 

norms in society. Lastly, companies are required to display good citizenship by 

contributing to their communities through social activities (Carroll, 1991). These four 

elements should be implemented as one entity. 

It can be concluded that the concept of CSR was begun with the concept of 

philanthropy, which refers to the charity principle. It is then developed with the 

inclusion of economic, social, environment, and stakeholder elements. Campbell (2007) 

found that companies act in socially responsible ways from two perspectives: economic 

conditions and institutional conditions. While economic conditions are the driver, he 

found that companies would engage in CSR only when they are in a strong financial 

situation because then they will have sufficient resources to invest in their CSR 

activities. On the other hand, in a monopoly market both suppliers and customers have 

few alternatives. Consequently, companies seem not interested in CSR because they do 

not have to maintain their image. From an institutional perspective, a company engages 

in CSR when strong regulations and systems enforce the company to engage in CSR 

programs. Such regulations may come from either governments or other standards such 

as the ISO. 

In contrast to Campbell, Garriga and Mele (2004) using operational 

terminology, expounded four theories that can be used to explain the motivational 

factors for a company to implement CSR programs. First is CSR as an instrumental 

theory where the companies’ aim in undertaking CSR is to increase their economic goal. 

According to this theory, a company can do their CSR as wealth creation in three ways 

depending on their economic goals: maximizing shareholders value (Friedman, 1970; 

Levitt, 1958), strategy to achieve competitive advantage (Falck & Heblich, 2007; 

McWilliams & Siegel, 2001; Porter & Kramer, 2006), and cause related marketing 

(Kotler & Lee, 2005). Second is CSR as a political theory. It suggests that a company 

has political power in their society and they use it in a responsible way in order to have 

their license to operate (Davis, 1973; McGuire, 1963). Third is CSR as an integrative 

theory suggesting that a company does CSR in order to satisfy social demands 

(Donaldson & Preston, 1995; Epstein, 1987; Frederick, 1960; Jones, 1980). Fourth is 

ethical theory suggesting that companies do CSR based on ethical responsibility in their 

communities (Carroll, 1991; CED, 1971; Donaldson & Preston, 1995). From the 

explanations above, it can be conclude that from the operational terminology, CSR is 

important for companies as a strategy to get a license to operate in the area where they 

have their operational activities. However, CSR activities are not only about 
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philanthropic activities. Porter and Kramer (2006) identified that when a company 

creates most of its CSR programs based on philanthropy, then they only create a never 

ending public relation activity with minimal value to society and without any benefits to 

company.  

Table 2.1: Summary of CSR Existing Literature 

CSR Approach Some Key References 

Business ethics Bowen (1953), CED (1971), Carroll (1991), 

Donaldson and Preston (1995) 

Maximization shareholder’s 

value 

Levitt (1958), Friedman (1970) 

License to operate Frederick (1960), McGuire (1963), Davis (1973), 

Jones (1980) 

Social and political issues Sethi (1975) 

Social responsiveness Epstein (1987) 

Financial performance Waddock and Graves (1997) 

Stakeholder perspective Reich (1998), Hamann (2003), Freeman (2004) 

Strategy for competitive 

advantage 

Porter and Kramer (2006), Falck and Heblich (2007), 

Galbreath (2009), McWilliams and Siegel (2011) 

Operational terminology Garriga and Mele (2004) 

Caused-related marketing Kotler and Lee (2005) 

Strategy through balanced 

scorecard 

Epstein and Wisner (2001),  

Figge, Hahn, Schaltegger, and Wagner (2002) 

Economic and institutional 

perspectives 

Campbell (2007) 

 

Although to date CSR may be still on a voluntary basis, many companies 

invest resources in CSR because of their belief that the company will benefit from it. 

Waddock and Graves (1997) showed through regression analysis that CSR could 

increase financial performance. For that reason, many researchers tried to link CSR 

activities with corporate strategy. The researchers found that companies benefit from 

CSR programs when they integrate CSR programs into their long-term strategy and 

value chain operational activities (Falck & Heblich, 2007; Porter & Kramer, 2006). 

Conversely, McWilliams and Siegel (2000) argue that a company’s financial 

performance can be affected by CSR programs when it raises differentiation strategy. 
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Although CSR is viewed as a means to unify business and society, scholarly 

developments in the field have been hindered by the introduction of new concepts and 

sub-disciplines such as strong overlaps between corporate citizenship and CSR (Carroll, 

1991). Figure 2.2 presents an historical overview of the sequence and range of 

development in the constructs used for CSR (Mohan, 2003). While a review of all these 

CSR related concepts is beyond the scope of the present research, it does illustrates the 

emergence over the last few decades of CSR in both academic research and business 

development, particularly in developed countries (Du, Bhattacharya, & Sen, 2010; Freeman 

et al., 2010; Waddock & Graves, 1997).  

Figure 2.2: CSR Topic in Literatures from 1950 to 2002 
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In broad terms, the CSR concept has evolved to include a mutual dependence 

between businesses, stakeholders, government, the environment and society, together 

with the indicators that influence these relationships (Aguilera & Jackson, 2003; 

Maignan, Ferrell, & Hult, 1999; Stanwick & Stanwick, 1998). Businesses involved in 

CSR do so not only to fulfil obligations from regulatory and various stakeholder groups, 

but also due to enlightened-self-interest considerations such as improving corporate 

value and enhancing shareholder wealth (Bansal & Roth, 2000; Klein & Dawar, 2004; 

Waddock & Smith, 2000). However, as mentioned before CSR is no longer merely a 

corporation’s issue, but also concerns governments and even international institutions, 

such as the United Nations (UN), in reaching Sustainable Development Goals (SDGs). 

2.3 Corporate Social Responsibility Guidance 

In carrying out CSR activities, there is no standard or practice which is more 

appropriate. Each company has unique characteristics and circumstances to respond to 

social responsibility, depending on its mission, culture, environment, and risk profile. A 
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company could use Accountability 1000 series for assurance, ISO 9000 for management 

systems, ISO 14000 series for environmental management, or some other initiative, 

such as Millennium Development Goals. Although there is no restriction, a broad 

framework can be formulated based on a company’s experiences and knowledge in 

areas such as environmental management. However, Accountability 1000 series for 

assurance, Millennium Development Goals and other ISOs, such as ISO 14000 or ISO 

9000, only focus on specific issues which restrict ideas to create social responsibility, 

and provide limited guidance in planning a company’s strategy in CSR. 

Accountability 1000 series for assurance (AA1000) is issued by the Institute of 

Social and Ethical Accountability. The AA1000 series is comprised of three standards 

(Institute of Social and Ethical Accountability, 2008). First is AA1000AP that can guide 

corporation to implement accountability principle. Second is AA1000SES that will 

guide corporation how to build or maintain a good relationship with their stakeholders. 

Lastly is AA1000AS which provide corporation how to align the non-financial aspects 

of sustainability with financial reporting and assurance. This standard aims to improve 

accountability and overall organizational performance through management system, 

individual behaviour and how the impact to stakeholders. 

Millennium Development Goals (MDGs) is a global development paradigm 

with measurable targets and clear deadlines. The vision of MDGs is to have “a world 

with less poverty, hunger and diseases, greater survival prospects for mothers and their 

infants, better educated children, equal opportunities for women, and a healthier 

environment” (United Nations, 2006, p. 3). In September 2000, leaders of 189 countries 

signed the historic millennium declaration at the United Nations (UN) Millennium 

summit in New York. The MDGs have eight goals that comprise: 1. Eradicate Extreme 

Poverty and Hunger, 2. Achieve universal primary education, 3. Promote gender 

equality and empower women, 4. Reduce child mortality, 5. Improve maternal health, 6. 

Combat HIV/AIDS, malaria and other diseases, 7. Ensure environmental sustainability, 

8. Develop a global partnership for development (UNDP, 2011). All the countries who 

present the summit committed to integrating the MDGs as part of their national 

development program. However, achieving MDGs is not easy for the governments of 

developing countries without adequate support from the business corporations in their 

community. At the same time, the governments are encouraged to set up a suitable 

environment for the corporate sector in order to motivate companies to adopt CSR 

activities. The governments in developing countries and trans-governmental 



 

19 

organization such as the United Nations (UN) increasingly recognize the role of CSR in 

the business sector in achieving development targets. 

The development of CSR is always linked with the concept of sustainability. 

According to the World Commission on Environment and Development, sustainability 

is:  

“the development that meets the needs of the present without compromising 

the ability of future generations to meet their own needs.” (World Commission 

on Environment and Development, 1987). 

Therefore, the concept of sustainability should be built through three elements, social, 

economic, and environmental, that link and support one and another. This sustainability 

concept then impacts on the CSR concept. 

In September 2004, the International Organization for Standardization (ISO) 

initiated to invited delegations from various institutions and multi-stakeholder groups 

around the world to create a team to provide guidance in Social Responsibility. ISO is 

an independent, non-governmental membership organization, with its headquarters in 

Geneva, Switzerland, that develops international standards. Members of ISO came from 

163 countries and are representatives of various national standards institutions. As a 

result, ISO 26000 was introduced as guidance for Social Responsibility. However, 

unlike other standards that had been developed, ISO 26000 is a voluntary guidance and 

not suitable for certification purpose, which can be used for all companies from various 

industries. ISO 26000 adopts a sustainability concept based on triple bottom line. 

Furthermore, compared with existing standards, ISO maintains that ISO 26000 can be 

used for every type of organization, so that every organization could participate in 

sustainable development (Hahn, 2013).  

Bernhart and Maher (2011) believe that ISO 26000 might close the gaps 

between various aspects of social responsibility, in other words, become the appropriate 

guideline in planning CSR strategy. As noted before, a company should be able to 

translate CSR strategy into operational activities as a whole. When using ISO 26000 in 

planning CSR, a company should explain its mission as the basis of achieving the goal 

through section organizational governance. According to Castka and Balzarova (2008a) 

ISO 26000 emphasizes performance results and CSR improvement which can increase 

customer satisfaction, and not be in conflict with existing document or other ISO 

standards that have been implemented in a company. In terms of competitive advantage, 

a company should create CSR activities that linked with company’s core business. ISO 

26000 not only focuses on integrating CSR activities and company’s operational 
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activity, nevertheless focuses on the strategic issues in a company. In fact, ISO 26000 

might help company to formulate CSR strategy from four different phases of strategic 

management starting from environmental scanning, strategy formulation, strategy 

implementation, up to strategy evaluation (Hahn, 2013). 

Environmental scanning helps a company to understand the internal and 

external environment, not to mention bringing awareness so that a company can identify 

its position in communities (Hahn, 2013). Another key point is that environmental 

scanning supports CSR strategy based on Porter and Kramer suggests that CSR strategy 

should look at inside-out linkages and outside-in linkages to identify the points of 

intersection in the value chain. Similarly, Castka and Balzarova (2008b) explain that an 

outside-in framework will help a company to review strategic positioning, while an 

inside-out framework help to review management systems. For this purpose, ISO 26000 

provides seven social responsibility core subjects to guide company in doing 

environmental scanning. The seven core subjects under Clause 6, covers organizational 

governance, human rights, labour practices, environment, fair operating practices, 

consumer issues, and community involvement and development. It is clear that all 

activities along the value chain are included through these seven core subjects in ISO 

26000; hence the guidelines could help a company to review their strategic management 

systems. In addition, to review strategic positioning, a company could simply look at 

clause under 6.5 through 6.8. 

Moreover, seven core subjects under clause 6 reflect potential issues from three 

dimensions: economic, social, and environment. According to Porter and Kramer (2006) 

strategy is about making choices. Given that, a company has to choose which basic 

issues to focus on to implement CSR strategy. Similarly, Hahn (2013) explains that not 

all issues are necessarily relevant with every company. For instance, fair operating 

practices issues might be less stressed in coal mining as the coal price is set by the 

world market. On the other hand, for a manufacturing company such as Unilever, fair 

operating issue will be significant relevant. To emphasize the linkage between CSR 

strategy and company’s mission, clause 7.4 clearly states that companies should create 

CSR activities linked with their mission. According to Hahn (2013), ISO 26000 does 

not help a company directly to create CSR strategy. Instead, it provides a huge range of 

ideas on how to achieve sustainability. To guide a company in creating idea for CSR 

strategy, ISO 26000 requires a company to describe the general overview of stakeholder 

expectations, not to mention how the company might act to respond the expectations. 
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Although, not providing guidance to find CSR strategy, ISO 26000 provides a detailed 

explanation on how to review and improve CSR programs under clause 7. 

On the other hand, Schwartz and Tilling (2009) argue that ISO 26000 is not 

applicable to be implemented in developing countries. It has been found that Western 

companies have to spend more when trying to implement CSR in a developing country 

and affects the company’s financial performance. As noted, many Western companies 

have operational activities in developing countries. ISO 26000 is applicable for 

companies that directly explore natural resources, specifically for strategy 

implementation. ISO 26000 has a detailed explanation about environmental 

management compared with other standards (Castka & Balzarova, 2008a). For example, 

ISO 9000 only focuses on business to business relationships, while ISO 26000 focuses 

on business to stakeholder relationship. In line with Porter and Kramer’s CSR strategy, 

ISO 26000 states that stakeholder relationships should go beyond an organization. In 

addition to that, ISO 26000 facilitates companies to move from a customer focus to a 

stakeholder focus. Surprisingly, Castka and Balzarova (2008c) identify that ISO 26000 

covers all existing guidance along the value chain, such as the ISO 14000 series for 

environmental management systems and OHSAS 18001 for Occupational Health and 

Safety Standards. What is more, Moratis and Cochius (2011) emphasize that ISO 26000 

does not replace the current standard for management systems such as ISO 9000, ISO 

14000 series or other guidance such as SA8000 for working conditions in the value 

chain. 

Figure 2.3 shows the linkage between ISO standard and core process along a 

value chain. Generally, activities in a value chain will divided into two, support 

activities and primary activities. In support activities there are activities related to firm 

infrastructures, human resources, technology development, and procurement. 

Meanwhile, in primary activities there are inbound logistics, operations, outbound 

logistics, marketing and sales, and after sales service. As we can see in figure 2.3, there 

are specifics ISO from ISO 14000 series that become standards or guidance. For 

example are activities in technology department. When doing product designs, a 

company will use ISO 14062, an Environmental management-Integrating environmental 

aspects into product design and development standard. However, company could not 

use ISO 14062 as a standard in design healthcare benefits for employees. Although, 

doing product design and design healthcare benefits are the same activities in support 

category. As for design healthcare benefits, company is recommend to Occupational 
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Health and Safety Standard (OHSAS) 18001 as a standard or guidance. Meanwhile, ISO 

26000 conclude every activity in the value chain. 

Figure 2.3: The Linkage between ISO Standards and Core Process in The Value 

Chain 

 

 

Source: Castka and Balzarova (2008c, p. 236) 

As previously mentioned, ISO 26000 is a voluntary guidance standard and not 

for certification purpose. On the one hand, Garay and Font (2012) argue that 

certification is an important reason that will encourage company to undertake CSR, 

particularly if it seen from environmental perspectives. With certification inside the 

value chain, a company will have value added in their industry. On the other hand, from 

a legal perspective, Terlaak (2007) added that certification will fill the gap because there 

is no existing regulation that forces a company to engage in CSR. Having said that, 

King, Lenox, and Terlaak (2005) conclude that a certification does not reflect any 
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improvement in company’s performance. For example, ISO 14001 certification only 

provides information about the existence of an environmental management system but 

does not indicate the environmental performance of a company. Consequently, Castka 

and Balzarova (2008c) indicate that there will be a possibility for company to misused 

ISO 26000 when the it turn out to be a certification. Company may only undertake CSR 

only as legitimation reason without actually doing good CSR. As a result, poor 

implementation of CSR will impact on stakeholders. 

To conclude, ISO 26000 is perhaps the most appropriate guidance in planning 

CSR strategy. It provides a very basic step to help a company set CSR strategy 

framework, review, and evaluates CSR activities, particularly for a company that has 

never dealt with social responsibility before. As a foundational document, this guidance 

could be an important step to help companies improve their sustainability. Furthermore, 

Porter and Kramer (2006) added that a checklist approach in CSR is an excellent 

starting point in mitigating threats that arise from the value chain. ISO 26000 is not only 

gives emphasize from company’s perspective but also from the stakeholder’s 

perspective. 

2.4 Social Reporting 

In engaging with CSR activities, Du et al. (2010) emphasize the importance of CSR 

reporting as a means to communicate what has been done by a company in terms of 

their CSR activities. For instance, what to communicate, where to communicate, or 

what is the impact of CSR activity for both stakeholders and the company. Donaldson 

and Preston (1995) explain that a company should understand that stakeholders have 

legal rights to get information that relates to the company’s obligations. As a result, 

many researchers have found an increase in Social Responsibility Reporting or 

Sustainability around the world for various reasons. Gray, Owen, and Maunders (1987, 

p. ix) defined corporate social reporting as “the process of communicating the social and 

environmental effects of organizations” economic actions to particular interest groups 

within society and to society at large. As such, it involves extending the accountability 

of organizations (particularly companies), beyond the traditional role of providing a 

financial account to the owners of capital, in particular, shareholders. Such an extension 

is predicated upon the assumption that companies do have wider responsibilities than 

simply to make money for their shareholders. 

Deegan, Rankin, and Vought (2000) define social responsibility reporting as 

the provision of information about the performance of an organization with regard to its 
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interaction with its physical and social environment. This includes such factors as an 

organization’s: interaction with the local community; level of support for community 

projects; level of support for developing countries; health and safety record; training, 

employment and education programs; and environmental performance. He further states 

that social reporting, which is a component of social responsibility reporting, provides 

information about an organization’s interaction with, and associated impacts upon, 

particular societies. In summary, social accounting and reporting involves accounting 

for, and reporting on, an organization’s policies, procedures and impacts with respect to 

employees, communities (local and global), suppliers, customers and the environment. 

This can involve disclosure regarding, inter alia, commitments to workplace conditions, 

fairness and honesty in dealing with suppliers, customer service standards, community 

and charitable involvement, and non-exploitative business practices in developing 

countries. 

The increased scrutiny and debate referred to previously, have been reflected in 

a growing body of literature, both in Australia and elsewhere, examining various aspects 

of corporate social disclosure. It generally examines self-reporting by organizations, and 

is predominantly concerned with organization-society interactions relating to the natural 

environment, employees, communities and customers. The literature embraces various 

theoretical perspectives, employs many different research methods, and is motivated by 

a wide range of research questions (Gray, Kouhy, & Lavers, 1995). Various studies 

have found that corporate social, including environmental, reporting has increased 

across time and varies in the subjects to which they give attention (Gray et al., 1995; 

Guthrie & Parker, 1989). A demand for such disclosures has been found to exist as 

evidenced in studies by Tilt (1994) and Deegan and Rankin (1997). These latter studies 

also found that the annual report was the most accessible, credible, and preferred 

medium for disclosure. Various theoretical bases have been used to explain corporate 

social disclosure (Abbott & Monsen, 1979; Belkaoui & Karpik, 1989; Deegan & 

Gordon, 1996; Guthrie & Parker, 1989; Roberts, 1992).  

However, legitimacy theory is seen as the more insightful in explaining such 

disclosures (Gray et al., 1995), and  its application is demonstrated, for example, in 

studies by Abbott and Monsen (1979), Patten (1992), Deegan and Rankin (1997) Brown 

and Deegan (1998), and Aerts and Cormier (2009).  However Australian studies have 

generally examined the extent and type of social disclosure, and the characteristics of 

the reporting companies, or applied legitimacy theory to the issue of environmental 

reporting rather than the broader scope of social reporting. According to Deegan (2009) 
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the practice of social reporting was widely promoted in the 1970s but lost prominence in 

the 1980s. In the early 1990s attention was devoted to environmental reporting from an 

eco-efficiency perspective. Social reporting did not appear to re-emerge until the mid to 

late 1990s. Since the late 1990’s, many organizations have made increasing use of the 

internet to disseminate information about their social and environmental policies and 

performance. There is little doubt that environmental reporting has become more 

widespread although the accounting profession has not been in the forefront of 

developments. The accounting profession has issued an accounting standard relating in 

a minor way to environmental matters, this being AASB1022 Accounting for the 

Extractive Industries. However this standard, as far as environmental impact is 

concerned, only addresses the need for the accounting and disclosure of restoration 

costs. However, AASB1022 is but one standard issued by the accounting profession and 

even this standard is predominantly concerned with financial disclosures. 

Disappointingly, the broader notion of social reporting has not been adopted by the 

accounting standard setters, although there are several examples of such reporting. 

Some of the earliest examples of social reporting were from a number of 

avowedly “values driven” organizations such as Traidcraft, Body Shop and the Co-

operative Bank. However, there have been prominent corporations recently producing 

such reports including Shell, BP. Amoco, BT, British Airways, WMC, BHP and United 

Utilities. Further evidence of the development of social reporting practice is provided by 

developments in the notion of Triple Bottom Line reporting. Triple Bottom line 

reporting has been defined by Elkington (1997) as reporting which provides information 

about the economic, environmental, and social performance of an entity. It represents a 

departure from previous ‘bottom line’ perspectives which have traditionally focused 

solely on an entity’s financial or economic performance. While social reporting may be 

in its infancy (relative to traditional financial reporting) there is little doubt that it is 

gaining momentum. 

Despite the fact that there is little regulation in relation to mandatory social 

reporting, as explained above, many organizations voluntarily elect to publicly disclose 

information about their social and environmental performance. O’Dwyer (2002) states 

that the primary corporate motivation for social reporting emanates from a perception 

among company management that corporate reputation now has an increasingly large 

impact on shareholder value. For example, John Browne, Director of Reputation 

Assurance at PwC, perceives reputation as the key competitive differentiator for 

successful companies for the next 50 years and maintains that reputation risks have to 



 

26 

be managed carefully. He claims that “successful companies will be those who embed 

social, environmental and ethical risk management into their core business processes 

and performance measures” and that “this integrated approach is at the heart of 

managing the 21st century company’s most valuable asset – its reputation” (Neef, 2011, 

p. 37). Stakeholders are demanding more information, transparency and accountability 

and companies must respond to this in order to protect reputation. Social reporting is 

therefore viewed as a key means of gaining, repairing, or even maintaining reputation as 

part of a reputation risk management strategy aimed at both creating and protecting 

shareholder value. 

Between 1998 and 2001, Kolk (2003) discovered, among 250 of the largest 

companies in the world according to Fortune Global, the number of SR that published in 

European countries and Japan increased, while in the US remained constant. The 

significant increase found in Japan and France was caused by government regulations 

such as SEC disclosure in Korea, or international voluntary environmental management 

standards like ISO 14000. Similarly, companies in Germany publish annual 

environmental statements because of government support for the European Union’s 

Eco-Management and Audit Scheme (EMAS) (Adams, Hill, & Roberts, 1998). From 

the literature, it can be seen that governments play an important role in encouraging 

companies to publish the SR. In addition, SR could escalate a company’s environmental 

awareness. 

Furthermore, Farneti and Guthrie (2009) found that the public sector in 

Australia publish SR, aimed predominantly at internal stakeholders, and that adoption 

was driven by “key individual” who becomes the pioneer within the organization. As a 

communication tool, a company can use SR to deliver the complexity of company’s 

external and internal factors (Bebbington, Larrinaga, & Moneva, 2008). For example, 

Shell explain their strategy for oil transcendence and state that that the company is 

trying to deliver it to the world’s poor who have lack access to energy. Bouten, 

Everaert, Van Liedekerke, De Moor, and Christiaens (2011) suggest that a company 

should issue comprehensive reporting that discloses their vision and goals, management 

approach, and commenced CSR performance indicators, in other words, all activities 

that have been conducted to fulfil company’s social responsibility. Similarly, Elkington 

(1997) explains that the goal of SR is sustainable performance using the triple bottom 

line concept where society depends on the economy and the economy depends on the 

global system. However, it should be highlights that these three bottom lines are not 

stable and depends on social, political, economic and environmental pressures.  
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To create social reporting, Antal, Dierkes, MacMillan, and Marz (2002) that it 

is very important for companies to know the actor being engaged, the target groups, the 

focus of the reporting or the design. Global Reporting Initiative (GRI) is a non-

government organization that issued a conceptual framework to help companies disclose 

CSR activities. GRI is using triple bottom lines as CSR performance indicators that 

encompasses economic, social, and environment with the purpose to encourage 

sustainability through CSR reporting and greater transparency of company’s activity 

(Global Reporting Initiative, 2013). Lamberton (2005) believes that sustainability will 

occur when the transparency and the quality information of SR have improved. 

Stakeholders could identify company’s responses to social impact and environmental 

problems through GRI performance indicators. Moreover, the relationships between a 

company and society, as well as management and employees, become closer with the 

transparency provided in GRI (Hedberg & Malmborg, 2003). When a company 

implements triple bottom lines in creating SR, company should collect the required data. 

In this way, peoples and the company start to communicate, thus improving internal 

communication. Rajdeep and Ravi (2002) observed that management should recognize 

the importance of company’s environment as a resource and integrated it in their 

strategic thinking. GRI could be a potential tool to gain control and visibility on a 

corporate level and help management to discover details that perhaps were previously 

unknown. As a result, both company and stakeholders should be able to capture all that 

happens within company.  

Above discussion mentions that CSR activities are easy to imitate through SR 

as it can be accessed from the GRI website as well as the company’s website. As a 

result, many companies did not create their CSR based on economic condition and more 

likely adopted from other companies that succeed in CSR. These companies failed to 

recognize that profitability of a company not clearly communicated. As a result, 

Nikolaeva and Bicho (2011) found that at certain point, the imitate behaviour become 

less appealing due to lack of resources. Similarly, Pedersen (2006) concludes that a 

company with excess resources will have more capacity to invest in CSR programs. For 

a legitimacy reason, a company can use CSR report to increase company’s legitimacy 

with global stakeholders (Nikolaeva & Bicho, 2011). For example, Indonesia is a 

developing country where most mining companies are foreign investors. As a strategy, 

global companies that have operational activities in a less transparent culture may 

possibly increase their reputation with stakeholders worldwide through GRI. Financial 

reporting only provides numbers that represent company’s assets and liabilities. On the 
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other hand, through SR companies can report on programs that have been conducted 

along their value chain, also the social programs that a company has undertaken for the 

community. 

GRI also provide a guideline to help a company to use GRI G4 in conjunction 

with ISO 26000 and shows the connection between each GRI performance indicators 

and seven core subjects in ISO 26000 side by side. In line with ISO 26000, a company 

does not have to include everything in SR that is not relevant to the performance 

indicator (Hedberg & Malmborg, 2003). Hence, it will help a company to measure and 

present CSR activities as GRI and ISO 26000 which have similar aims to improve an 

organization’s social responsibility and sustainability performance (Global Reporting 

Initiative, 2013).  

2.5 Benefit of CSR 

Companies need to identify the costs and benefits of CSR. Companies invest their 

owner‘s funds in CSR activities, expecting the maximum return for minimum risk. 

Tsoutsoura (2004, p. 6)  is highlighted that “being socially responsible should have 

bottom-line benefits in order to be sustainable”. The evolution of the CSR concept will 

only be discussed from economic and social perspectives. There are a number of 

benefits which have been identified by researchers as tangible and intangible from CSR 

(Jenkins, 2005; Orlitzky, Schmidt, & Rynes, 2003; Turban & Greening, 1997). In 

addition, they mentioned that benefits of different types, including employee motivation 

and improved image can be highlighted. Many benefits of CSR have been identified. 

First, brand image and reputation are higher in companies that implement CSR practices 

than in those that do not, or in socially irresponsible companies (Jenkins, 2005). 

Tsoutsoura (2004) pointed out that some CSR plans may reduce a company’s operating 

costs. For example, one CSR aim is to reduce environmental pollution; this may be 

achieved by implementing simple measures such as reducing wrapping material and 

planning optimal routes for delivery trucks. This is a strong motivation for companies to 

increase their CSR activities. Secondly, socially responsible companies have a reduced 

risk to negative rare events. As a result, strong CSR commitment increases a company’s 

ability to attract and retain employees. Thirdly, CSR practices result in increased 

productivity and reduced error rates (Tsoutsoura, 2004). As mentioned earlier, these 

advantages relate to CSR practices for stakeholders such as employees, customers and 

communities. Stakeholder pressure is the main reason for implementing CSR; therefore, 

these benefits are associated with stakeholder satisfaction. For example, increased 
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productivity results from improved working conditions and labour practices 

(Tsoutsoura, 2004). Brand image and reputation is an advantage to firms that allows 

them to increase their capital and trading partners. 

A further advantage of implementing CSR practices is that employees are first 

attracted to, and then retained by, the company, and hence the costs of labour turnover, 

recruitment, and training and development are reduced. These benefits have been 

identified in many studies, and have been used in the development of different CSR 

concepts since the 1950s. They demonstrate the advantage of improving CSR concepts. 

CSR has a long history and different countries have used it under different names and in 

various situations. The above benefits have been highlighted by the researchers as 

increasing market values (McWilliams & Siegel, 2000), reducing risk (Moore, 2001), 

employee motivation (Turban & Greening, 1997), and increasing loyalty and improving 

corporate reputation (Maignan et al., 1999).  

2.6 CSR in Developing Countries 

According to Visser (2008), developing countries can be defined as the less 

industrialized nations with a relatively low per capita income. Many African, Asian and 

Latin American countries fall into this category and are trying to overcome these 

problems by improving their political, financial, education, labour and cultural systems 

(Whitley, 1999). Typically, CSR studies on developing countries adopt Carroll’s (1991) 

pyramid CSR model because of its ability to be successfully adapted into various 

developing country contexts. Thus, in developing countries, the concept of CSR 

emphasizes the importance of improving investment and income, producing safe goods 

and services, creating job opportunities, developing good human resources, establishing 

local business linkages, spreading international business standards, supporting 

technology transfer, and building infrastructure. In this way, firms that operate in 

developing countries are increasingly fulfilling their economic responsibilities by 

constructing an economic value added (EVA) approach to CSR (Visser, 2008). Porter 

and Kramer (2006) suggest that in analysing their prospects for developing sound CSR 

strategies to guide their competitive position, these firms would find that, rather than 

being just an added cost, constraint or charitable deed, CSR can not only be a source of 

great opportunity for a leverage of the firm’s resources and capabilities, innovation and 

competitive advantage, but can also bring benefits to local communities. Jamali and 

Mirshak (2007) found that there is also academic value added by analysing the levels of 

conceptual understandings and implementations of CSR in developing countries. They 
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assessed that such CSR practices in these countries have now matured beyond simple 

compliance and public relations to economic considerations. 

Visser, Matten, Pohl, and Tolhurst (2007) define CSR in developing countries as 

“the formal and informal ways in which business makes a contribution to improving the 

governance, social, ethical, labour and environmental conditions of the developing countries 

in which they operate, while remaining sensitive to prevailing religious, historical and 

cultural context.”  Moreover, Visser (2008) carried out a study to address the role of 

corporations in undertaking the critical issues in developing countries. In this study, he 

introduces a review that classifies CSR literature in developing countries based on 

content theme, knowledge type, and analysis level as presented in a model in figure 2.4. 

Figure 2.4: A Model of CSR Literature in Developing Countries 

Source: Visser (2008, p. 475) 

By theme content, Visser (2008) found that most scholars tend to discuss CSR 

in developing countries from social rather than environmental, ethical, and stakeholder 

perspectives. This finding opposes that of Lockett, Moon, and Visser (2006) who 

conclude that most articles in top management journals focus  more on ethical and 

environmental issues. The differences might be because of the severity of social issues 

in developing countries such as poverty, unemployment, disparity in income 

distribution, child labour, or other critical issues. Some CSR literature also found that 

besides focusing on social issues, managers also show their interest in activities related 

to giving back to society. This may be because CSR practices in developing countries 

have strong, deep-rooted indigenous cultural and religious traditions (Visser, 2008). On 

the other hand, CSR in business practices are based on moral principles (Blowfield & 

Frynas, 2005). In addition, Visser (2008) identifies four factors which explain why 

philanthropy plays an important role in the business practices of developing countries: 
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(i) socio-economic needs are so great that philanthropy is the norm and considered the 

honourable way to do business; (ii) firms realize that they cannot be successful without 

a philanthropic factor that improves the prospects of local communities and achieves 

long-term maximization of a business’s value to enhance shareholder wealth; (iii) over 

the last 50 years, reliance on foreign aid and donor assistance has created an ingrained 

culture of philanthropy; and (iv) although businesses are generally at an early stage of 

maturity in CSR, they do equate this with philanthropy, despite being slow to reach the 

more embedded approaches found in developed countries. 

Lockett et al. (2006) found that 89 percent of the literature uses a normative 

approach in discussing CSR in developing countries with 11 percent using a non-

normative approach. However, Visser (2008) deduced that the percentage is almost 

even between normative and non-normative literature. Even so, there is a lack of 

empirical studies for developing countries. Based on empirical research, Lockett et al. 

(2006) found that 80 percent of CSR research in developing countries uses the 

quantitative method. Meanwhile, Visser (2008) suggests that empirical CSR studies in 

developing countries are more likely to use the qualitative method. Judging by the 

analysis level, Visser (2008) indicates that there is too little research that studies CSR in 

a specific country. Most research focuses on the nature and extent of CSR at a regional 

level, such as in Asia, Africa, or Latin America. This is reflected from the findings that 

only a fifth of all developing countries have had any CSR journal article published on 

those countries (Visser, 2008, p. 476). Meanwhile, study at the specific industry, 

corporate, or individual level in developing countries remains limited. For that reason, 

this study will contribute towards this gap by examining and explaining the existing 

nature of CSR practices in Indonesia, instead of creating or prescribing normative 

ideologies. 

2.7 Summary 

This chapter discuss the development of CSR literature. It started from the Bowen’s 

perspectives to the current concept of CSR. From the literature also can be seen the 

various term of CSR. However, all these terms using the same basic foundation which is 

the triple bottom line, economic, social, and environment. Although there are varieties 

of CSR guidance that can be adopt by a company, literatures show that ISO 26000 is the 

most appropriate guidance. As ISO 26000 can be adopt in every organizations such as 

government institutions or NGOs. In the case of SOEs, which most of the ownership is 

owned by the government is strongly recommended to use ISO 26000 as a guide in the 
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implementation of CSR. As well as CSR guidance, the guidance of social reporting also 

varies. However, literatures show that GRI is the most complete guidance. Both ISO 

26000 and GRI standard use triple bottom line as it basic construction. 

This chapter also provide the discussion for the benefits of CSR from literature 

perspectives that range from the impact to company image until the economic benefits 

for company. Meanwhile, from literature also can be seen that CSR in developing 

countries also developed according to the circumstances in related country and also the 

government regulations.      
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CHAPTER 3 

THEORETICAL FRAMEWORK 

 

3.1 Introduction 

The concept of Corporate Social Responsibility (CSR) currently has a strong place in 

both business and practices of the associated academic literature. Early literature refers 

to the term of Social Responsibility (SR) and not CSR. It was Bowen’s (1953) study 

that crystalized the concept of SR by approaching it from different levels. The study 

started at the individual level, represented by a businessman, to the organizational level, 

and then to the nation/state level. The study considered also, the impact of political, 

institutional, historical, economic, managerial, and social/cultural elements on SR. 

Aguilera and Jackson (2003) however,  argue that most recent literature has overlooked 

Bowen’s basic idea and has diluted the true meaning of CSR. CSR, according to 

Bowen, is not only a matter of a company’s strategy, competitive advantage, marketing 

tools, or value creation in the managerial context, but also, how every element at 

different levels has a social obligation to society, whether it be the relationship between 

management and employee, business and society, or even business and government. 

Gond (2013) noted that Bowen also warned readers that his CSR concept would not be 

applicable to other countries or other societies as the study was set in the United States 

(US). This concept is in line with the institutional theory that argues a different place 

would have different norms, culture and tradition which would impact on social 

obligation. 

There is no agreed theoretical perspective in the literature which can be used in 

discussing a company’s behaviour in terms of CSR activities (Belal, 2008; Gray, Owen, 

& Adams, 2009). However, some theories could explain a business’s motives to engage 

in CSR activities and disclosure. Three main theories articulated in CSR literature and 

also used in this thesis are: legitimacy theory; stakeholder theory and institutional 

theory. Legitimacy theory explains why CSR is important, while stakeholder theory and 

institutional theory explain how CSR can be important (Moir, 2001). Legitimacy theory 

implies that a corporation and society are in a social contract and whether the 

corporation can continue to exist depends on the approval of that society. A corporation 

tries to get this approval from individual members of society by undertaking CSR 

activities (Belal, 2008; Deegan et al., 2000). These individual members of society are 

called stakeholders. Stakeholder theory in CSR explains the relationship between a 
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corporation and its stakeholder. Meanwhile, institutional theory has a close relationship 

with stakeholder theories (Gray et al., 2009). Stakeholder and institutional theories 

study the relationship between a corporation and the members of society in its 

surrounding environment. Both theories contribute to the understanding of how 

corporations relate to their adoption of CSR practices. 

3.2 Theoretical View and Justification 

Different theoretical perspectives have been proposed over the years to explain why 

corporations engage in CSR activities and CSR disclosure (Adams et al., 1998; Amran 

& Siti-Nabiha, 2009; Bayoud, Kavanagh, & Slaughter, 2012). These CSR theories can 

be broadly classified into economic theories and social political theories. Economic 

theories, such as the agency theory or positive accounting theory, only take into 

consideration the economic aspects of CSR activities, mainly considering the economic 

benefits from the shareholder perspective compared to the wider stakeholder. In this 

study, three social political theories (legitimacy theory, stakeholder theory, and 

institutional theory) are selected and integrated to construct a pluralistic theoretical 

framework in order to provide possible explanations of CSR drivers in Indonesia. These 

selected theories are the most popular in CSR studies. However, Gray et al. (2009) 

found that the previous study was using each theory separately rather than integrating it. 

Moreover, Gray et al. (1995) also suggest that this social and politic theory have more 

ability to provide an insightful theoretical perspective on CSR practices than economic 

theories. This suggestion is derived from Deegan’s (2009) observation that there exists a 

considerable relationship between these three theories, and Gray et al. (2009) conclude 

the possibility to combine it together. 

Stakeholder theory suggests that a corporation is an open system that interacts 

with multiple stakeholders and the notion of ‘stake’ is more important than ownership in 

relation to agency theory. Therefore, stakeholder theory has pluralistic views on 

corporate accountability, transparency, and corporate social responsibility. On the other 

hand, legitimacy theory extends this view and conceptualizes a corporation as a value 

system that tries to maintain a compliance with wider social values. In this sense, both 

stakeholder theory and legitimacy theory hold similar ontological and epistemological 

assumptions. Institutional theory is used in the mainstream circle of CSR research 

which is also a derivation of system theory but has a greater emphasis on the 

environmental forces and isomorphic process that motivate companies in doing various 

types of CSR activities. In institutional theory, a company is considered to be an open 
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system that reacts and adapts to environmental demands through isomorphic processes. 

In other words, stakeholder theory and legitimacy theory hold normative perspectives 

that explain why corporations should be socially responsible; while institutional theory 

is more descriptive, which explains how corporations becomes socially responsible 

through the process of isomorphism. From this explanation, it can be concluded that 

these three theories are complementary and do not hold contra ontological and 

epistemological assumptions. Therefore, in constructing the theoretical framework, this 

study attempts to integrate these three theories by identifying the convergent features of 

each theory. 

3.3 Legitimacy Theory 

According to Suchman (1995) legitimacy is a generalized perception, or assumption, 

that the actions of an entity are desirable, proper or appropriate within some socially 

constructed system of norms, values, beliefs and definitions. Legitimacy theory gives 

explicit consideration to the societal expectations of a firm that are referred to as the 

social contract between the firm and the society with which it interacts, and whether that 

actually complies with expectations (Deegan, 2006). Legitimacy theory implies that a 

social contract exists between a business organization and its respective societies. This 

social contract deals with whether an organization operates within the bounds and 

norms of society, or simply the expectations of society. The terms of this contract could 

be partly explicit and partly implicit. Explicit terms are legal requirements, whereas 

community expectations constitute implicit terms (Deegan et al., 2000). An organization 

needs to ensure that these terms are not breached in order to maintain legitimacy for the 

organization so that society allows the organization to continue its existence. According 

to Leary (2010), social acceptance means that other people signal that they wish to 

include you in their groups and relationships and occurs on a continuum that ranges 

from merely tolerating another person’s presence to actively pursuing someone as a 

relationship partner. In this manner, the social acceptance is dependent on the individual 

decision, whilst the legitimacy is dependent on the wider community’s norms and 

values. 

In legitimacy theory, society is considered as a whole without considering 

individuals separately (Belal, 2008). Therefore, the theory is concerned with the 

relationship between the organization and society at large. Organizations do not exist in 

isolation and they need to continue a relationship with society. For example, 

organizations obtain human resources and materials from the society and they also 
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provide their products and services to that society. Waste products are absorbed by the 

natural environment, usually without any costs to the corporation. According to many 

scholars, inherently corporations have no rights to this benefit. Therefore, in order to 

allow a company to exist, society would expect benefits to outweigh the cost to society 

(Belal, 2008). Legitimacy theory also suggests that the expectations of society at large 

have to be fulfilled by a corporation, not merely the owner or investor’s requirements as 

in shareholder theories, such as agency theory. In accordance with legitimacy theory, 

only when these expectations are met, does the society allow a corporation to continue 

its operations and ensure its continuity. In other words, the theory argues that 

corporations can only continue to exist if the society in which they are based perceives 

the organization to be operating to a value system that is commensurate with the 

society’s own value system (Gray et al., 2009). Therefore, according to legitimacy 

theory, a corporation’s level of legitimacy is of utmost importance for its sustainability. 

One or all of Lindblom (1994) strategies can be adopted by engaging in CSR 

activities and CSR reporting. Lindblom suggest that if society feels that an entity has 

breached its side of the social contract, then the entity’s legitimacy is under threat. For 

example, companies generally tend to disclose only positive CSR. However, if a 

negative issue occurs within a company, through their CSR reporting they can explain 

how they resolve the problem. This strategy implies that, through CSR disclosure, a 

company can seek to legitimize their actions (Deegan & Blomquist, 2006). As stated by 

Tilling (2004), two streams exist in legitimacy theory: first is wider perspective and 

second is narrowed perspective. Wider perspective is generally identified as the “macro 

theory” of legitimacy theory and is concerned with how an organization is structured. 

For example, capitalism as a whole has gained legitimacy from society at large (Tilling, 

2004). This wider perspective was predominantly proposed by Marxist thinking (Gray 

et al., 2009). In accordance with the views of Tilling (2004, p. 4): 

“ it is from this level that most accounting research tends to draw its understanding of 

legitimacy.” 

Within  this perspective, Suchman (1995) considers organizational legitimacy as an 

operational resource, similar to other resources in an organization, which requires it to 

achieve its goals. Some activities and events, such as environmentally friendly 

organizational behaviour, community development, and disclosing positive activities, 

enhance an organization’s legitimacy; whereas other activities, such as accident or 

financial scandal, can damage a company’s image. 
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The major limitation of the theory is its vagueness in the area of CSR as it does 

not “really tell us very much on why a company might choose not to disclose at all or to 

necessarily tell us why disclosure might be so selective” (Gray et al., 2009, p. 29). 

However, none of these limitations has restricted the application of legitimacy theory in 

CSR studies. The literature suggest that legitimacy theory is the most adopted 

theoretical perspective in such studies (Tilling, 2004). When considering the literature, 

we can see that, although the empirical evidence of some studies fails to support 

legitimacy theory (Farneti & Guthrie, 2009), a growing number of studies do provide 

evidence in support of legitimacy theory (Deegan, 2006), even though the level of 

support is varied across studies (Deegan et al., 2000; O’Donovan, 2002). As highlighted 

by Belal (2008), the study by Guthrie and Parker (1989) is one of the earliest empirical 

studies which adopts legitimacy theory. In the study, they analyse 100 years of social 

disclosures by a dominant corporation, the Broken Hill Proprietary Company Ltd. 

(BHP), an Australian mining company, seeking the assessment of disclosure evidence 

that can explain legitimacy theory. Finally, they conclude that the analysis failed to 

confirm the legitimacy theory as the primary explanation for CSR in this particular 

corporate case. A similar study was obtained by O’Dwyer (2002) where CSR reporting 

was examined through a manager’s perception about whether such reporting would be a 

successful legitimization strategy. However, the result suggests that, for contextual 

reasons, CSR reporting cannot be considered a successful legitimization strategy. 

3.4 Institutional Theory 

Institutional theory cannot be considered as a single homogenous theory. It has 

developed into a heterogeneous set of theories and brings together various elements 

such as the “micro” version of old institutional theory (Burns & Scapens, 2000), the 

“macro” version of new institutional theory (Dillard, Rigsby, & Goodman, 2004; 

DiMaggio & Powell, 1991; Meyer & Scott, 1992), historical institutionalism and 

institutional economics (Moll, Burns, & Major, 2006). Scott (2001, p. 48) defines 

institutions as “social structures that have attained a high degree of resilience and [are] 

composed of cultural-cognitive, normative, and regulative elements that, together with 

associated activities and resources, provide stability and meaning to social life”. 

Furthermore, Morgan, Campbell, Crouch, Pedersen, and Whitley (2010, p. 3) define 

institutions as “formal or informal rules, regulations, norms, and understandings that 

constrain and enable behaviour”; whilst North (1990) defines institutions as “humanly 

devised constraints that structure political, economic and social interactions”. The 
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constraints, as North describes, are devised as formal rules (constitutions, laws, property 

rights) and informal restraints (sanctions, taboos, customs, traditions, codes of conduct), 

which usually contribute to the perpetuation of order and safety within a market or 

society. Institutional theory thus focuses on the deeper and more resilient aspects of 

social structure. It considers the processes by which structures, including schemes, 

rules, norms, and routines, become established as authoritative guidelines for social 

behaviour (Scott, 2001). Therefore, rather than seeing CSR purely as a voluntary action 

of companies, institutional theory places CSR explicitly within a wider field of 

economic governance characterized by different modes, including the market, state 

regulation and beyond. 

Institutional theory examines organizational forms and explains the reason for 

having homogenous characteristics or forms in organization which are within a same 

organizational field. DiMaggio and Powell (1991, p. 147) define an organizational field 

as “those organizations that, in the aggregate, constitute a recognized area of 

institutional life: key suppliers, resource and product consumers, regulatory agencies, 

and other organization that produce similar service or products”. While Oliver (1991) 

and Carpenter and Feroz (2001) highlighted that “institutional theory views organization 

as operating within a social framework of norms, values, and taken-for-granted 

assumptions about what constitutes appropriate or acceptable economic behaviour” (p. 

565). In line with institutional theory, organizations conform within an organizational 

field, perhaps, due to institutional pressure for change, because “they are rewarded for 

doing so through increased legitimacy, resources, and survival capabilities” (Scott, 

1987, p. 498). DiMaggio and Powell (1991) suggest that once an organizational field is 

structured, various powerful forces emerge within society, which cause organizations 

within the field to become indistinguishable from one another. 

Two dimensions that exist in institutional theory are isomorphism and 

decoupling. DiMaggio and Powell (1991) consider isomorphism as the concept that best 

describes the process of homogenization. They define isomorphism as “a constraining 

process that forces one unit in a population to resemble other units that face the same set 

of environmental conditions” (DiMaggio & Powell, 1991, p. 149). Furthermore, Moll et 

al. (2006) categorized isomorphism into two components, competitive isomorphism and 

institutional isomorphism. Competitive isomorphism is referred to as “how competitive 

forces drive organizations towards adopting least-cost, efficient structures, and 

practices” (p. 187). Meanwhile, institutional isomorphism can be divided into three 

different process:  coercive, mimetic, and normative (DiMaggio & Powell, 1991). 
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Coercive isomorphism relates to external factors such as stakeholder pressure, employee 

influence, and government policy. For that reason, this process arises because of the 

pressure from powerful or critical stakeholders to change an organization’s institutional 

practice such as the type of CSR activities and reporting. It is evident that the process of 

coercive isomorphism is related to managerial perspectives of stakeholder theory which 

focuses on powerful stakeholders. In discussing how coercive isomorphism creates 

some form of homogeneity within organizations, Deegan and Blomquist (2006) suggest 

that “a company could be coerced into adopting its existing voluntary corporate 

reporting practices to bring them into line with the expectations and demands of its 

powerful stakeholders. Because these powerful stakeholders might have similar 

expectations of other organizations as well, there will tend to be conformity in the 

practice being adopted by different organizations – institutional practices will tend 

towards some form of uniformity” (p. 360). 

Mimetic isomorphism involves organizations that trying to emulate or copy 

other organization’s practices, mainly to obtain competitive advantage in terms of 

legitimacy. Uncertainty is one of the powerful forces which encourages imitation 

(DiMaggio & Powell, 1991). In explaining the reason for having mimetic isomorphism, 

Unerman and Bennett (2004) state that “any organization which failed (at a minimum) 

to follow innovative practices and procedures adopted by other organizations in [the] 

same sector would risk losing legitimacy in relation to the rest of the sector” (p. 692). A 

CSR theme would be one of these innovative practices that could help to maintain and 

enhance corporate legitimacy. Normative isomorphism, however, relates to the 

pressures that emerge from common values to adopt particular institutional practices. 

Gond et al. (2011) suggest that government regulation can also be a reason behind the 

development of CSR implementation. Beside government regulations, Deegan (2009) 

also concludes that in, terms of voluntary reporting practices, normative isomorphic 

pressure could arise through professional organizations such as accountant 

organizations that issue accounting standards. 

All three isomorphic processes mentioned above lead organizations to adopt 

similar structures and management practices in their fields, irrespective of their actual 

usefulness or organizational efficiency (Carpenter & Feroz, 2001; DiMaggio & Powell, 

1991). Carpenter and Feroz (2001) also state that “institutional theory is based on the 

premise that organizations respond to pressures from their institutional environments 

and adopt structures and/or procedures that are socially accepted as being the 

appropriate organizational choice” (p. 569). In addition, decoupling is another 
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dimension of institutional theory. This dimension relates to the separation between the 

external image of an organization and its actual structures and procedures or practices. 

An organization’s actual practice need not necessarily comply with external 

expectations. This separation, which could be an intentional and/or unintentional action 

of the organization, is referred to as decoupling (Moll et al., 2006).  

Aside from CSR definitions offered in the literature, viewing CSR from a 

business perspective, Brammer et al. (2012) suggest an institutional perspective to 

understanding the “social” aspect of the CSR label. Further, Margolis and Walsh (2003) 

argue that most CSR definitions have neglected the societal aspects of CSR by treating 

“social” only as external requirements for organizations, defining CSR as functionalist, 

instrumental and giving a business case rationale for their social engagement.  Brammer 

et al. (2012) point out the common definition of CSR is based on the assumption of 

company voluntariness by relating CSR to the market as a rationale for their CSR 

practices. Institutional theory suggests that markets themselves are socially embedded 

within a wider context of social, business and political networks and rules (Brammer et 

al., 2012; Matten & Moon, 2008). In the present study, the new institutionalism 

approach provides a framework for understanding how CSR legislation issued by the 

central state government has influenced local stakeholders and companies in the 

implementation of CSR. Brammer et al. (2012) further suggest the importance of 

institutional theory for understanding the diversity and dynamics of the CSR concept 

itself. The diversity of CSR between countries cannot easily be explained without an 

understanding of the institutional conditions, which pertain not only to formal 

institutions such as laws, business associations, civil society groups or trade unions but, 

far more importantly, to informal institutions such as religious norms, customary 

practices or tribal traditions. 

In terms of the dynamics of CSR concepts, institutional theory provides a lens 

for understanding and explaining how and why CSR assumes different forms in 

different countries. Matten and Moon (2008) define institutions as, “not only the formal 

organization of government and corporations but also norms, incentives, and rules”. It is 

also recognized that many factors beyond market circumstance affect responses to 

stakeholder interests. Campbell (2007) suggests that strong state regulation and 

collectively-negotiated industrial regulations are the main determinants that cause a 

company to act responsibly. Company behaviour is also influenced by the presence of 

independent organizations that monitor a company’s operational activities. In addition, 

normative institutional environments support responsible behaviour, as do industrial 
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associations and stakeholders’ dialogue. Similarly, Flammer (2013) finds that external 

pressure (i.e. consumers, media, shareholders) and environmental regulations are the 

major drivers behind environmentally responsible corporate behaviour. 

In order to survive, companies must conform to the prevailing rules and belief 

systems of formal and informal institutions in the environment as this will result in their 

social legitimacy (Meyer & Scott, 1992). Therefore, unlike the theoretical perspective 

that views CSR purely as a form of a company’s voluntary action, institutional theory 

allows us to place CSR in a wider perspective that includes the market, state regulations, 

and political rules. This tradition of CSR theory may often utilize markets as a tool to 

explain company CSR behaviour, for instance where companies use green technology to 

achieve company efficiency or CSR to build the company’s reputation on the market. 

However, institutional theories also provide a broader perspective that sees markets 

themselves as being socially embedded within a wider field of social networks, business 

associations and political rules (Brammer et al., 2012; Matten & Moon, 2008). In this 

manner, the institutional theory lens on descriptive CSR enables the researcher to 

understand that the “S” in CSR differs in terms of societal definitions. This may result, 

in terms of the present study, in CSR definitions and understandings specific to the 

Indonesian context and different from that of other contexts. Institutional theory may 

thus also help to understand the differences in CSR among the three companies studied 

for the present work, which may be shaped by the differing institutional pressures faced 

by these three companies. 

Economic circumstance also profoundly affects CSR activities. Generally, a 

company is less likely to behave in a socially responsible manner when it is 

economically weak, operating in a depressed environment, or when the firm controls a 

monopoly market (Campbell, 2007). National Business System (NBS) also affect CSR 

decisions (Jamali, 2008; Matten & Moon, 2008). Drawing from institutional theory, 

which emphasizes the importance of NBS, Matten and Moon (2008) observe that in the 

United States of America (USA), a company’s SR strategy tends to be more explicitly 

elucidated than is the case in the United Kingdom (UK), a variance that reflects 

differences in culture, political and financial systems, education and labour relations. 

Similarly, Jamali and Neville (2011) in their study of Lebanese circumstance, show that 

NBS in a company’s home country effects the pursuance of CSR activities elsewhere. In 

relation to CSR in developing countries, the blurred distinction between market and 

state forces in this environment creates the integration of company roles in politics and 

the market. The idea of business responsibility mainly as the dominant engine of 
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economic growth and creator of economic value of the developing countries’ resources 

is thus not sufficient (Jamali & Mirshak, 2007). The kind of institutional environment in 

most developing countries, such as Indonesia, results in companies being expected to 

fulfil social obligations in such countries. Thus, a more crucial agenda of CSR programs 

in developing countries is their contribution to development-related issues such as 

reducing poverty and building human capital. This role has traditionally been regarded 

as a governmental activity (Matten & Moon, 2008), and thus causes companies to act in 

a state-like (Crane, 2008).  

Historically, CSR has largely been a product of advanced Western societies, 

most particularly the USA and Britain. When this theoretical framework is applied to 

business in developing countries, most accounts highlight the socially irresponsible 

narrative of economic activities, which are frequently linked to corrupt governance and 

inequitable wealth distribution. This gulf between Western CSR aspiration and 

developing world circumstance is a challenge for firms wishing to synchronize codes of 

conduct mandated at home headquarters with the practices pursued by their Third World 

subsidiaries and suppliers. Problems are most evident in environmental protection and 

labour relations, the latter infamously demonstrated through the poor working 

conditions afflicted upon the Asian employees of Levi-Strauss and Nike  (Doorey, 

2011). 

3.5 Stakeholder Theory 

Similar to the CSR perspectives, there are two views in defining stakeholders: the 

narrow view and the broad view  (Mitchell, Agle, & Wood, 1997). The narrow view 

describes the stakeholder concept as “their direct relevance to the firm’s core economic 

interest” (Mitchell et al., 1997, p. 857). Literature on CSR guidance and CSR reporting 

identifies the role of stakeholders in creating CSR strategy. As previously noted, a 

stakeholder relationship is a CSR strategy that adds value and is difficult to imitate. 

Currently, the concept of stakeholder almost replaces the concept of shareholder. In 

relation to this, Greenwood (2007, p. 31) defines “stakeholders” as “groups who are 

vital to the survival and success of the organization”.  Freeman et al. (2010, pp. 207-

208) define stakeholder as anyone or any group that is affected by an organization’s 

activities to achieve their objectives. In this context, “group” refers to those who could 

influence the survival of a company  (Freeman, 2004). From this perspective, 

stakeholders are shareholders, creditors, employees, consumers, and communities 

around the companies, or anyone or group closely linked to the company such as 
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environmental groups or governments. The broad view allows companies to include 

their environment in their decisions by identifying stakeholders’ interests in order to 

build stakeholder relationships. Therefore, the broad view is required in CSR since it 

does not merely deal with shareholder interests, but is based on “the empirical reality 

that companies can indeed be vitally affected by, or they can vitally affect, almost 

anyone” (Mitchell et al., 1997, p. 857). Mitchell et al. (1997) classify stakeholders based 

on two groups: primary stakeholder and secondary stakeholder. Primary stakeholders 

directly affect or are affected either positively or negatively, by a company’s activities 

and the company cannot survive without their participation. From this point of view, a 

company can be seen as a system of primary stakeholders with a complex set of 

relationships between and among interest groups who have different rights, objectives, 

expectations, and responsibilities. Secondary stakeholders are individuals or groups who 

do not directly affect or are affected by a company’s activities. They do not engage in 

any transaction with the company and are not important to the company. Clarkson 

(1995) added, while companies do not have dependence on these stakeholders, they can 

harm the company. 

Donaldson and Preston (1995) introduce the notion of stakeholder and 

categorized stakeholder theory into three aspects: a descriptive/empirical concept that 

describes what the company actually does; instrumental power that is used to know the 

outcome of the management behaviour; and normative validity that is used to identify 

what a company should do. However, Steurer (2006) argues that the perspective of 

stakeholder theory has moved from a corporate focus in which the stakeholder is viewed 

as a subject to be managed into a network base. For this reason, stakeholder theory is 

modified into three perspectives: a corporate perspective exploring the company’s effort 

in trying to deal with its stakeholder; a stakeholder perspective exploring stakeholders’ 

effort in trying to influence the company; and a conceptual perspective which explores 

the interaction between the company and the stakeholder. 

Stakeholder theory emphasizes relationships with agents that affect or may be 

affected by the business (Boesso & Kumar, 2009; Freeman et al., 2010). “Stakeholders” 

refers to those actors who have a two-way interaction, thus relationships are considered 

socially constructed (Onkila, 2011). The theory further illustrates the three basic steps of 

the stakeholder management approach as espoused in Freeman et al. (2010): 

identification, treatment, and assessment of impact. Stakeholder identification 

determines which stakeholders matter most (Harrison & St. John, 1996), and this 

depends a on company’s perspectives (Frooman, 1999). Some characteristics commonly 
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used to identify stakeholders include power, legitimacy, and urgency  (Mitchell et al., 

1997), together with structural and demographic determinants (Frooman & Murrell, 

2005). In addition, Freeman et al. (2010) propose two distinct types of stakeholders 

based on influences: primary stakeholders (those who engage in economic transactions 

with the business such as stockholders, customers, and employees); and secondary 

stakeholders (those who do not engage directly with business operations but are affected 

by or can affect its actions). In relation to the several attributes of stakeholders offered 

in the literature, the present study employs by Mitchell et al. (1997) attributes, 

consisting of power, legitimacy, and urgency, to identify the salience of stakeholders in 

the study. 

Stakeholder treatment addresses the ways used to engage with stakeholders, 

such as “communications” to maintain relationships with stakeholders and 

“information” to improve relationships with stakeholders (Smudde & Courtright, 2011). 

Heugens and Van Oosterhout (2002) determine three conditions related to this: parties 

should be autonomous, alienable in their interests, and capable in their commitments. 

Timeliness of communication, honesty and completeness of information, empathy and 

equity of treatment have also been identified as important factors when engaging with 

stakeholders (Strong, Ringer, & Taylor, 2001). Impact assessment includes the impact 

of stakeholder management on stakeholders and on the corporation. Kolk (2003) is 

clearly states that stakeholder management should simultaneously create a positive 

impact for society and profit for the corporation. However, the literature has mainly 

focused on measuring the impacts of stakeholders on corporations and less on the 

impacts on stakeholders. Hillman and Keim (2001) related management of primary and 

secondary stakeholders to shareholder wealth and value; while Romenti (2010) studied 

how stakeholder engagement influenced the reputation of a corporation. Maignan et al. 

(1999) state that stakeholder management can have a positive impact if corporation 

norms converge with community norms, and will have a negative impact if corporation 

norms conflict with those of the community. 

Doh and Guay (2006) found that the key to CSR is the way a company 

involves the stakeholders. A company should consider the impact of their actions and 

decision-making on the various stakeholders. To this extent, there is a debate regarding 

the definition of stakeholder. Many researchers conclude that the understanding of 

stakeholders is only related to people (Carroll, 1991; Donaldson & Preston, 1995; 

Mitchell et al., 1997). On the other hand, Jamali (2008) found that in terms of the CSR 

context, many researchers identify that environment should be included as company’s 
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stakeholder. Yet, Frooman (1999) states that anything which could affect a company’s 

strategy should be identified as a stakeholder. Mining companies are always associated 

with natural resources. Thus, environmental issues can directly affect a company’s 

image. For example, in Newmont’s case, the company’s image is very important. When 

the company was accused of polluting the environment with arsenic and mercury 

associated with their mining activities, the company executives denied any wrong 

doing. To defend their reputation, Newmont appealed to the Supreme Court in 

Indonesia. Given this point, environment will be included as a company’s stakeholder in 

this research. Ansoff (1980) suggests that a company has to balance the expectations of 

all stakeholders through its operational activities. Therefore, a company should make 

decisions morally and ethically (Weiss, 2014). Management should consider the rights 

of stakeholders when making decisions and fairness in achieving their economic 

interests. Similarly, from a normative view, a company should take account of the 

deserved rights and expectations of its various stakeholders (Fassin, 2012). This ethical 

principle can be considered as company’s social responsibility to stakeholders. 

Companies should pay attention to all stakeholders in order to develop a 

successful CSR strategy. Dahlsrud (2008) also found that companies should consider 

stakeholder engagement in an effort to align the interest between the company and the 

stakeholders. By interacting with stakeholders, a company can come to understand the 

stakeholders’ perspective as it relates to the company’s mission. It is central to identify 

which stakeholders play more significant roles in CSR strategy before a company starts 

to plan its CSR activities. The company should analyse how stakeholders can contribute 

to the company’s management strategy and with what function and impact. Through the 

definitions of stakeholders from various scholars discussed above lies the question of 

who and what really counts. Identification of stakeholders, therefore, is important to 

understanding stakeholder theory. Mitchell et al. (1997) tried to respond to this inquiry 

by developing a set of underlying dimensions found in the various accounts of 

stakeholder theory, which they list as: (i) power (the extent to which stakeholders 

impose their will in their relationship with the firm); (ii) legitimacy (when actions 

towards the firm are desirable and appropriate in the socially constructed system of 

norms, values and beliefs of society); and (iii) urgency (the extent to which stakeholder 

efforts call for a firm’s immediate attention). The reason for the classification of 

stakeholders is to help corporate managers achieve certain goals while still addressing 

stakeholder needs. They found that power and legitimacy are the core attributes for 

identifying stakeholders, and concluded that stakeholder salience is positively related to 
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the cumulative number of stakeholder attributes. Stakeholders who are perceived to 

possess one attribute are less salient than those who possess more attributes. 

In addition to placating key stakeholders, stakeholder theory expects managers 

to successfully balance the competing demands of various stakeholder groups and 

effectively allocate competing claims to the company’s resources and outcomes 

(Harrison & Freeman, 1999; Hosseini & Brenner, 1992; Sundaram & Inkpen, 2004). As 

Clarkson (1995) argues, all stakeholder groups play an important role in a firm’s 

business operations, where no one group of stakeholders is more dominant than another. 

However, if a firm’s manager treats all stakeholder groups with the same priority, the 

manager will find it difficult to manage the firm’s business strategy due to various 

stakeholder groups having different interests. For example, suppliers expect high prices, 

whilst customers expect good quality products and services with lower prices. 

Satisfying both of these stakeholder groups’ demands would be difficult to achieve 

when also trying to add value for another stakeholder group, the shareholders 

(Sundaram & Inkpen, 2004). Consequently, a potential conflict of interest among 

stakeholders will occur and ultimately harm a company’s performance, since 

stakeholder-based firms that adopt either an egalitarian or equalitarian interpretation are 

generally unable to obtain equity or any other financial services (Phillips, Freeman, & 

Wicks, 2003). Furthermore, Freeman et al. (2010) argue that stakeholder theory 

excludes the factor of opportunistic managers who act in their own self-interest by 

claiming that their decisions actually provide benefits for particular stakeholder groups.  

According to Marcoux (2000, p. 97):  

“All but the most egregious self-serving managerial behaviour will doubtless 

serve the interest of some stakeholder constituencies and work against the 

interests of others”. 

From their perspective, it is necessary for a firm’s manager to adopt corporate 

governance strategies and policies that can maintain an appropriate balance among 

various stakeholder groups in a way that is economically successful (Ogden & Watson, 

1999). Thus, balancing stakeholder interests and reducing managerial opportunism are 

driven by fundamental stakeholder strategies, including keeping score (Freeman, 1984), 

prioritizing (Mitchell et al., 1997), conducting constructive negotiations (Frooman, 

1999), and involving stakeholder analysis (Friedman & Miles, 2004).  

A UK study by Ogden and Watson (1999) found that potential conflicts of 

interest between two different stakeholder groups were moderated through the 

respective roles of managers and legal systems. The legal system provides an 
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opportunity to test stakeholder claims where the objectives and responsibilities of firms 

extend beyond the maximization of shareholder returns (Freeman, 1984; Freeman & 

Evan, 1990). However, most importantly, Ogden and Watson (1999) emphasized that 

the system may be beset with legal challenges to the regulator’s decisions if it is not 

supported by a high level of mutual trust between stakeholder groups. Hence, firms that 

utilize trust and cooperation will have a competitive advantage over those that do not 

use such criteria (Jones, 1995). In this context, Jones provides not only an explanation 

for altruistic firm behaviours but also a basic tenet for the instrumental theory of 

stakeholder management (Ogden & Watson, 1999). Furthermore, a US study by Scott 

(2001) found that some firm managers prefer to use the cross-decision approach. This 

approach assumes that firms operate in a complex network of relationships, where 

simple cause and effect predictions cannot describe the myriad of impacts shaping 

modern firm outcomes (Barnard, 1968; Katz & Kahn, 1978; Scott, 2003; Senge, 1997). 

The cross-decision approach is viewed as more ethical with respect to balancing various 

stakeholder interests (Scott, 2003), and represents one of stakeholder management’s 

central premises of good ethics being good for business (Davis, 1994).  

Freeman et al. (2010) identifies important stakeholders faced by business 

organizations in the US, where the formal institutions are obvious. However, in the 

developing country context, such as in Indonesia, stakeholders may not as easily be 

identified by reference to formal institutions, due to dynamic powers held by different 

stakeholders at the national and regional levels. That is, critical stakeholders may come, 

not just from a formal position such as government, due to the lack of power and 

legitimacy held by those in such positions. Reed et al. (2009) made a schematic 

representation of rationale from descriptive, normative and instrumental approaches 

which resulted in three steps for stakeholder analysis. First is identifying the 

stakeholder. Second is differentiating between the categories of stakeholders. Third is 

investigating relationships among stakeholders. However, every step of stakeholder 

analysis has various methods. On the one hand, from environmental perspectives, 

Polonsky (1995) found there are four steps in stakeholder analysis. First is identifying 

individuals or groups that can affect or be affected by the company’s environmental 

marketing activities. Second, determining the importance of each group and then 

relating it to an environmental marketing strategy. Third, determining whether the 

expectations are met and, finally, allowing the company to develop an environmental 

marketing strategy related to the most important stakeholder of the company. Although 

this analysis is complex, it can ensure that a company understands their various 
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stakeholders and the implications. To support local legitimacy, stakeholder theory 

proposes that company success depends on the company’s relationships with various 

internal (i.e. employees) and external constituencies (i.e. local government and local 

communities) (Clarkson, 1995). Du et al. (2010) explained from the communication 

perspective, a company should consider the stakeholder characteristics. Stakeholders 

want to know everything that has been done by a company to fulfil its responsibilities, 

thus the responses to CSR activity will vary. To that extent, a company should identify 

its stakeholders based on the strategic issues before using stakeholder engagement to 

translate CSR strategy into action. Consequently, a company can use its CSR as a 

communication tool to their stakeholder. 

3.6 Summary 

This chapter delivers a theoretical framework which can be used for CSR research 

studies, particularly in explaining company’s CSR behaviour. In constructing the 

theoretical framework, three system-oriented theories, legitimacy theory, institutional 

theory, and stakeholder theory are integrated together to derive predictions for 

organizations CSR motivations by considering convergent features of theories. These 

theories are all drawn from political economy theory, because the theories offer by far 

the more interesting and insightful theoretical perspectives (Gray et al., 1995). While 

these three theories are widely adapted in CSR studies, they are mostly used 

individually. Accordingly, the researcher believes that it is inadequate to use a single 

theory for a theoretical framework to explain company’s behaviour of CSR practices. In 

this chapter an attempt is, therefore, made to integrate three major theories in order to 

obtain full understanding and deep insight into company’s CSR behaviour, an outcome 

which might not be achieved by using a single theory. 

Legitimacy theory emphasize that a company continually attempts to ensure 

that it is perceived as functioning within the bounds and norms of the society in which it 

operates. Legitimacy theory also believes that a company does whatever possible to 

legitimize its business in order to ensure its survival. In the company’s legitimisation 

process, CSR performance and disclosure are used as strategies. The stakeholder theory 

is concerned with the link between a company and its different type of stakeholders that 

collectively constitute in company’s society. Accountability frequently relates to 

stakeholder theory, which suggests that the management of a company is expected to be 

accountable to its various stakeholders and undertake activities deemed important to 

them. Stakeholder theory extends legitimacy theory of society expectation by 
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considering company’s society with added resolution, which recognises a variety type 

of stakeholder with conflicting interests. Legitimacy theory further develops stakeholder 

theory by emphasising not just the expectation of society on accountability. It is also 

engages in a legitimisation process or in other word ensures that the company’s 

behaviour is perceived to be compliant with social norms and expectations from the 

viewpoint of different stakeholder in a society. Institutional theory is concerned with 

generally accepted social norms and/or institutional practices which are indirectly 

influenced by company’s stakeholders. In accordance with institutional theory, 

company in a same industry tend to become homogeneous by adopting common 

institutional practices and adhering to generally accepted social norms and beliefs. By 

adopting and adhering to common institutional practices, and social norms and beliefs, 

in return, company win legitimacy from its society as a whole or from various 

stakeholder groups. 
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CHAPTER 4 

METHODOLOGY 

 

4.1 Introduction 

The purpose of this chapter is to explain the methodology and the rationale of the 

chosen research strategies. Kumar (2014) stated that “Research is not only a set of 

skills, but also a way of thinking”. The way of thinking that is rational and logical will 

be the method of critical study and analysis resulting in an in-depth knowledge. 

Through the research method, the answers to the research question can be found. 

However, the process of finding the answer should be undertaken within a framework of 

set philosophies, using methods and techniques that can be tested for both validity and 

reliability, and the design should be unbiased and objective (Kumar, 2014). 

In this chapter, the research methodology of the study is presented. Section 4.2 

discusses the nature of the research and the rationale for selecting a qualitative method. 

Section 4.3 presents the research design using historical analysis. Section 4.4 is 

positioning the research, exploring the design methodology in terms of the three 

research questions in section 4.5. While section 4.6 discuss how the data was collected. 

Section 4.7 discusses the data analysis method. Finally, section 4.8 provides the 

conclusion and discusses the limitations of the methodology. 

4.2 Qualitative Research 

Research is a term used to describe a multitude of activities, such as collecting large 

quantities of data, delving into theories and producing new products. In other words, 

research is described as the systematic investigation into the study of materials or 

sources in order to establish facts and reach new conclusions (Walliman, 2015). Leedy 

and Ormrod (2005, p. 5) defines scientific research from a functional point of view: 

“Research is a procedure by which we attempt to find systematically and with the 

support of demonstrable fact, the answer to a question or the resolution of a 

problem”.  

Kerlinger and Lee (1999, p. 8) states in more technical language to describe it as:  

“The systematic, controlled, empirical and critical investigation of hypothetical 

propositions about presumed relations among natural phenomena”.  

Research methodology in social science, generally refers to the philosophical stance 

consisting of ontological and epistemological assumptions to investigate a certain social 

phenomenon. Punch (2013) suggest that research in the social sciences refers to the 
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scientific study of human behaviour. Thus, the term “social” refers to people and their 

behaviour and to the fact that so much of that behaviour occurs in a social context; 

“science” refers to the way that people and their behaviour is studied. Moreover, the aim 

of social science is “to build an explanatory theory about people and their behaviour” 

(Punch, 2013, p. 8). 

A research paradigm is a collection of beliefs, values, norms, and the nature of 

the knowledge of a researcher in conducting the research (Denzin & Lincoln, 2000). 

Two major approaches dominate academic research: quantitative and qualitative. 

Quantitative research is the inquiry into social or human problems “based on testing a 

theory composed of variables, measured with numbers, and analysed with statistical 

procedures, in order to determine whether the predictive generalizations of the theory 

hold true” (Creswell, 2014, p. 2). In contrast, qualitative research “is an inquiry process 

of understanding a social or human problem, based on building a complex, holistic 

picture, formed with words, reporting detailed views of informants, and conducted in a 

natural setting” (Creswell, 2014, pp. 1-2). The majority of past social research has been 

based upon the quantitative approach to research design (Gall & Borg, 1989). As 

helpful as this has been, by nature quantitative research is limited to finding new 

knowledge about problems and issues that can be quantitatively or objectively 

evaluated. But not all social concerns are composed of variables that can be measured 

with numbers and analysed through statistical procedures in order to predict 

generalizations about a theory. Some problems may only be evaluated subjectively; i.e., 

appraising the merit, value, or worth of a thing. At the same time, the concern of social 

problems may not only be the “why” of a thing, but also the “how” and the “what”. 

Such subjective research is the purpose of the qualitative research design. 

Moreover, Edson (1986) suggest that “there is no qualitative method per se, 

only methods to gather information with which we construct our qualitative 

understanding” (p. 13). Likewise, Merriam (1998, p. 5) has defined qualitative research 

as “an umbrella concept covering several forms of inquiry that help us understand and 

explain the meaning of social phenomena with as little disruption of the natural setting 

as possible”. Examining the literature on qualitative research, Creswell (2014) has 

classified five major traditions of inquiry: biography, phenomenological study, 

grounded theory study, ethnography, and case study. The biography tradition focuses on 

the life history of an individual. A phenomenological study centres on a concept or 

phenomenon and “seeks to understand the meaning of experiences of individuals about 

the phenomenon” (p. 38). These studies are based upon phenomenology and historical 
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thought. Grounded theory studies focus on generating a substantive theory about a 

phenomenon. Ethnographic is designed to “study the behaviours of a culture-sharing 

group” (p. 39); that is, “a description and interpretation of a cultural or social group or 

system” (p. 58). Lastly, case studies focus on a case within a defined boundary. They 

involve “situating the case within its setting, which may be a physical setting or the 

social, historical, and/or economic setting”. Further, “the focus may be on the case that, 

because of its uniqueness, requires study (intrinsic case study), or it may be on an issue 

or issues, with the case used instrumentally to illustrate the issue (an instrumental case 

study)” (pp. 61-62). 

This study is a case study about CSR development in Indonesia, paying 

particular attention to the role of the Indonesian government. There are two steps in 

studying the role of the Indonesian government. First step is through historical analysis 

by tracing the Indonesian government regulations and official government documents. 

Second is by studying the present implementation and focus on the company’s 

compliance to CSR regulation in Indonesia. Secondary data is a key part of this study to 

analyse the content of government regulations related to CSR and the content of CSR in 

the Indonesian private sector. A qualitative approach was taken for this research, as this 

emphasizes an understanding of the world from the perspective of participants, and that 

social life should be viewed as being the result of interactions and interpretations 

(Creswell, 2014; Yin, 2009). Further, the information from interviews with participants 

from companies, government, and CSR practitioners in Indonesia regarding CSR 

legislation impact was anticipated to be complex. Thus, standardized data collection 

methods such as surveys would have been too rigid for the type of information sought 

for this study. In addition, quantitative methods would not be allowed for informal 

probing, which was necessary to capture the richness of the required data. 

In studying past and present purposes, therefore, a qualitative research 

methodology provided flexibility and adaptability (Marshall & Rossman, 2014). The 

qualitative methods taken also enabled the researcher to develop investigations based on 

interesting responses found during the data collection process, following Yin (2009) 

who states that the collection of qualitative data depends considerably on the research 

topic chosen and objectives developed. The phenomena under investigation in the past 

and present study were the impacts of government regulations related to CSR which is 

still a new area of research. Therefore, this study involved exploratory research which 

aims to understand phenomena that are poorly understood (Leedy & Ormrod, 2005). 
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4.3 Historical Analysis 

Garraghan (1946) defined the historical method as “a systematic body of principles and 

rules designed to aid effectively in gathering the source materials of history, appraising 

them critically, and presenting a synthesis (generally in written form) of the results 

achieved” (p. 33). The difficulty of defining the historical method stems from the fact 

that there is no one methodology to carry out historical research. Historical research can 

be both qualitative and quantitative, depending on what sources are being used and how 

those sources are being used. The quantitative aspect of historical research “provides a 

means for verifying general statements” (Fay, Pomper, & Vann, 1998, p. 3). While 

using a quantitative methodology in historical research is useful and important, the 

historical method is most often associated with a qualitative and descriptive 

methodology. Qualitative historical research involves analysing documents and 

materials to establish an understanding of time and place. Gabrielian, Yang, and Spice 

(2008) defined qualitative research as “attempting to make sense of, or interpret, 

phenomena in terms of the meaning people bring to them in a natural setting” (p. 142). 

Although qualitative data is often criticized for not being a hard science and thus 

inherently biased, it can provide important information to policy makers. 

Withholding bias, using an objective and analytical eye to choose sources, 

avoiding generalizations, abandoning preconceived notions, and writing to the facts 

provided are key elements of the historical method. Sources, whether primary, 

secondary or tertiary, will often dictate whether or not one will be able to maintain the 

key elements of the method.  Secondary sources, which are most often interpretations of 

primary sources and are written after the fact, frequently bear the bias of the writer at 

that point in history. Thus it is important to use a variety of sources to sort out 

conflicting evidence. All sources should be included, even those that contradict what a 

researcher is trying to prove. Yet, researchers must strive to be unbiased in their data 

analysis and ensure that the presentation of their research is based on evidence rather 

than personal views. 

The historical method refers to the study of a time before the present through 

the use of existing records and data (Jones, 1985). In this method no new data is created, 

save for the compilation and re-codification of data gathered from the past. Rowney and 

Graham (1969) further clarify that the historical study of public opinion “means the use 

of procedures to secure data from documents that the researcher locates and selects but 

does not create, directly or indirectly. By selecting documents and, so to speak, 

“interrogating” their authors, historical researchers generates data designed to answer 
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questions about past public opinion” (p. 26). A sub-type of the historical method is 

documentary research. Documentary research is geared specifically towards research of 

records, including but not limited to: photographs, film, audio disks, videotapes, 

statistics, unemployment data, production data, and marriage applications (Calvert, 

1991). While it is known predominantly for its contribution to the history discipline, the 

method can also be used in studies that involve comparison with a period before the 

present. This use of documentary research is most beneficial to the field of public 

policy. However, an advantage of using data that was originally gathered for a different 

purpose than this current research is that it is not possible to bias the data collection 

process (Jones, 1985). 

4.4 Positioning Research 

Burrell and Morgan (2017) suggest dividing social science research into two research 

approaches, a subjectivist approach and an objectivist approach. They argue that social 

theory can be conceived in terms of four key paradigms based upon two main sets of 

assumptions about the nature of social science and the nature of society. They state that 

these four sets of philosophical assumptions are founded upon mutually exclusive views 

of the social world, and they thus emphasize different approaches to social science 

relating to ontology, epistemology, human nature and methodology. These social 

science assumptions are shown in figure 4.1. 

Figure 4.1: The Subjective – Objectives Dimension 

 

Source: Burrell and Morgan (2017, p. 3) 

Figure 4.1 shows the different dimension between a subjectivist and an 

objectivist approach. The ontology dimension discusses how the reality, being research, 

derives; it can be from an external consciousness, or a product of an individual 

researcher’s consciousness. At this ontology level, the subjectivist approach suggests 

Nominalism Ontology Realism

Anti-positivism Epistemology Positivism

Voluntarism Human Nature Determinism

Ideographic Methodology Nomothetic

Subjectivist Approach Objectivist Approach
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nominalism that assumes society is relative so the researcher can describe the social 

world with names, concepts and labels. While the objectivist sees realism with the 

assumption that the real world is separate from the individual’s perception of it.  

The epistemology level discusses how knowledge can be acquired and found. 

The epistemological assumptions are characterised into two positions on a continuum 

ranging from positivism to anti-positivism which relate to whether knowledge is 

something which can be acquired or has to be personally experienced. In particular, 

positivism is the application of the natural sciences framework to the study of the social 

world. Burrell and Morgan (2017) used the description of a positivist approach to 

“characterise epistemologies which seek to explain and predict what happens in the 

social world by searching for regularities and causal relationships between its 

constituent elements” (p.5). Positivists believe that one can develop hypotheses and test 

them, and that knowledge is a cumulative process. In contrast, anti-positivists reject that 

observing behaviour can help one understand it. They maintain that the social world can 

only be understood from the viewpoint of individuals who are directly involved in the 

activities to be investigated. Thus, all knowledge is unique to the person and can only be 

studied from each individual’s viewpoint. 

Burrell and Morgan (2017) argue that ontological and epistemological 

assumptions have an impact on a researcher’s opinion about human nature and their 

environment; but conceptually, human nature is separate from ontology and 

epistemology. The difference between a subjectivist approach and an objectivist 

approach about human nature can be characterised by posing the question, “are humans 

determined by their environment or do humans create their environment?” (Burrell & 

Morgan, 2017, p. 23). This examination envelops the philosophical debate between the 

advocates of determinism and voluntarism. By adopting a voluntarist view, a researcher 

assumes that “man is completely autonomous and free-willed” (Burrell & Morgan, 

2017, p. 6). At the other extreme, the determinist view assumes that human beings 

respond in “a mechanistic or deterministic fashion to the situations encountered in their 

external world. This view tends to be one in which human beings and their experiences 

are regarded as products of the environment” (Burrell & Morgan, 2017, p. 2). In other 

words, the activities of individuals are predictable in that their actions are determined by 

the social world which is considered to be independent from human existence or 

consciousness. 

Burrell and Morgan (2017) argue that the assumptions made by a researcher 

regarding ontology, epistemology and human nature have direct implications for the 
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methodology used in their research. If the social world is viewed as if it is a hard, 

external, objective reality, then social scientists will tend to “focus upon an analysis of 

relationship and regularities between the various elements” (Burrell & Morgan, 2017, p. 

3). The nomothetic approach to social science emphasises the similarities between 

individuals; it stresses the importance of systematic protocols and techniques in 

research. On the other hand, the ideographic approach to social science emphasises the 

differences between individuals. This approach is based on the view that one can only 

understand the social world by obtaining first-hand knowledge of the subject under 

investigation. Therefore, by adopting the ideographic approach, a researcher focuses 

upon understanding the way in which individuals create, modify and interpret the world 

in which they live (Burrell & Morgan, 2017, p. 6).  

Further, in the operationalization of this approach, a study should acknowledge 

the paradigms to understand the nature of the society being researched. There are two 

assumptions used to understand the society: an order or integrationist view sees society 

as relatively stable and based on consensus and conflict; or a coercion view which sees 

society as constantly changing and disintegrating (Dahrendorf, 1958). Further, Burrell 

and Morgan (2017) introduce the term of “sociology of regulation” to refer to the 

theories concerned with unity and cohesiveness in explaining the society; and the term 

“sociology of radical change” that focuses on radical change, deep-seated structural 

conflict, modes of domination and structural contradiction to find the explanations of 

society. These two assumptions relate to the assumptions of a subjectivist and 

objectivist approach creating four paradigms in the research: the radical humanist, 

interpretive, radical structuralist, and functionalist (Burrell & Morgan, 2017). 

Figure 4.2: Four Paradigms for Social Theory Analysis 

 
The Sociology of Radical Change 

 

 Radical Humanist Radical Structuralist  

Subjective Objective 

Interpretive Functionalist 

  

 
The Sociology of Regulation 

 

Source: Burrell and Morgan (2017, p. 22) 

Burrell and Morgan (2017) claim that each of the paradigms shares a common 

set of features with its neighbours on the horizontal and vertical axes; and each set 
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defines a separate social-scientific framework for world view. A social scientist who is 

located in a particular paradigm will view the world in a particular way because the four 

paradigms “define four views of the social world based upon different meta-theoretical 

assumptions with regard to the nature of science and of society” (p. 24). Thus, Burrell 

and Morgan take the position that the four paradigms are mutually exclusive in the 

sense that one cannot operate in more than one paradigm at any given point in time, 

although one can operate in different paradigms sequentially over time. 

According to Burrell and Morgan (2017), the interpretive paradigm reflects the 

sociology of regulation and takes a subjectivist approach. It is concerned with 

understanding the world as it is, based on the subjective experience of the participant, as 

well as the observer, and adopts an approach which is anti-positivist, voluntarist and 

nominalist and ideographic. Burrell and Morgan (2017) also claim that the interpretive 

paradigm views the social world as an emergent social process which is created by the 

individuals concerned. Interpretive philosophers and sociologists “seek to understand 

the very basis and source of social reality” (p. 31). They often delve into the depths of 

human consciousness and subjectivity in their quest for the fundamental meanings 

which underlie social life. In contrast, the functionalist paradigm is concerned with 

providing explanations of the status quo, social order, social integration, solidarity, need 

satisfaction and actuality. 

Burrell and Morgan (2017) suggest that the radical humanist paradigm is 

concerned with developing sociology of radical change from a subjectivist standpoint. 

On the other hand, the radical structuralist paradigm is concerned with the sociology of 

radical change and approaches its subject matter from an objectivist point of view. In 

particular, the radical humanist paradigm has a lot in common with the interpretive 

paradigm of social science in that it views the social world from a perspective which 

tends to be nominalist, anti-positivist, voluntarist and ideographic. In contrast, the 

researcher who adopts the radical structuralist paradigm approaches research from a 

standpoint which tends to be realist, positivist, determinist and nomothetic. However, 

both the radical humanist and radical structuralist are committed to a sociology of 

“radical change, emancipation, and potentiality, an analysis which emphasizes structural 

conflict, modes of domination, contradiction and deprivation” (Burrell & Morgan, 2017, 

p. 34).  

For the radical humanist paradigm, human consciousness is placed at the centre 

of the analysis in keeping with its subjectivist approach to social science. Moreover, 

Burrell and Morgan (2017) state that scientists who adopt this paradigm “seek to change 
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the social world through a change in modes of cognition and consciousness” (p. 33). In 

contrast to the radical humanists, who focus upon consciousness as the basis for a 

radical critique of society, the radical structuralists “forge their perspective” by 

concentrating upon structural relationships within the social world (Hannah, 2003). 

4.5 Research Design 

To support the analysis, a multi-method research design was adopted, comprised of 

content analysis, interpretative analysis and network analysis. Table 4.1 describes the 

relationships between the research questions, the sources of data, method of analysis 

and key outcomes. Various data collection and data analyses were used in this research 

in which the position of secondary data and primary data depend on the research 

question. 
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Table 4.1: Research Questions, Source of Data, Method of Analysis and Key Outcomes 

No. Research Questions Source of Data Method Analysis Key Outcome 

1 
What was the role of the 

Indonesian government in the New 

Order era (1965-1998) in devising 

and implementing CSR initiatives? 

Document review: a.   Document analysis 
Identification of the role of 

the Indonesian government 

as a key actor in CSR 

development 

  
a.  Official Government 

documents 

b.   Interpretive 

Approach 

  b.  Official Statistics   

  c.  The Indonesian regulations   

2 

What was the role of the 

Indonesian government in the 

reformation era (1998-2015) in 

devising and implementing CSR 

initiatives? 

Document review: a.   Document analysis 
Identification of the role of 

the Indonesian government 

as a key actor and key driver 

in CSR development 

  
a.  Official Government 

documents 

b.   Interpretive 

Approach 

  b.  Official Statistics   

  c.  The Indonesian regulations   

  

 

Interviews with government 

officials 

    

3 

How has the Indonesian 

government shaped the 

implementation of CSR in the 

private sector? 

Document review of annual 

reports from listed companies in 

IDX 

a.   Document analysis 

Identification of the nature 

of CSR activities in 

Indonesian private sector in 

general based on industry 

  Interviews with: 
b.   Interpretive 

Approach 

  a.  Government official    

  
b.  Director and staff of 

companies in Indonesia 
  

  c.  CSR practitioners   
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4.6 Data Collection 

In relation to the research questions, two types of data were used in this study: existing 

documents and interviews. The existing documents used in this study included printed 

and/or electronic documents (Corbin & Strauss, 2008) available from newspapers, 

official documents, and official websites. These documents contain text (words) and 

images that have been recorded without the researcher’s intervention. Atkinson and 

Coffey (2004) refer to documents as “social facts”, which are produced, shared, and 

used in socially organized ways. Documents that are used for answering the research 

inquiries in this study are in variety of forms, including: books; articles; maps and 

charts; newspapers (clippings/articles); press releases; program proposals from 

communities; organizational or institutional reports such as company annual reports; 

statistical data from official institutions; and various public records. These types of 

documents are found in libraries, newspaper archives, government and company files.  

In answering research question 1, historical data from the official government 

records is needed. Calvert (1991) suggests that, when gathering historical data, the steps 

involved to ensure the quality of a source are more extensive than in other methods, 

where information on the quality of data is either more readily available or the data has 

been personally collected and thus the circumstances have been documented along the 

way. The historical data in this article is taken from government documents which are 

publicly available. The government’s documents, which became the primary data source 

to show the indicators for government CSR activities are: (i) Five Year Plan or Rencana 

Pembangunan Lima Tahun (REPELITA), and (ii) The Indonesian President’s official 

speech or “Pidato Kenegaraan. The series of REPELITA are good resources to 

determine the Indonesian government’s objectives during a period of administration, 

which is five years. REPELITA is a guideline for the Indonesian government in 

preparing “Government Annual Budget Plans” or Rencana Anggaran Pembangunan 

dan Belanja Negara (RAPBN). To determine the government’s success in achieving its 

objectives, we found all the empirical indicators in the official speech document. Every 

year the Indonesian president gives an official speech in front of the people’s assembly 

to report on the government’s performance in meeting the objectives in REPELITA. All 

the official documents used in this study are in Bahasa Indonesia.   

Apart from the Indonesian government regulations, the Institute of Indonesian 

Chartered Accountants or Ikatan Akuntan Indonesia (IAI) also supports the 

implementation of CSR activities by requiring all listed companies to disclose their 
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activities in their annual reports. Regarding research questions 2 and 3, the data for 

listed companies in Indonesia, will be taken from the Indonesian Stock Exchange or 

Bursa Efek Jakarta (IDX). As previouly discussed, there is also a type of Indonesian 

SOEs that are listed on the IDX. This study traces all the annual reports, for every 

company, which are available on their website to ascertain whether all the companies 

disclose their CSR activities. Besides using secondary data, interview methods were 

also conducted in answering research questions 2 and 3. Through these combined 

methods, in an interpretive approach, the researcher is enabled to identify any 

contradictions between what people do and what they say (Robson, 2002; Silverman, 

2010). It should be noted that all participants were Indonesian. Therefore, interviews 

were conducted in Bahasa Indonesia, to facilitate clear understanding between the 

researcher and participants. Most participants, particularly from the staff of companies 

and government employees, did not agree to be audio recorded by the researcher, so the 

researcher had to rely on note-taking during the interviews and discussions. The use of a 

recording machine was deemed not to be suitable, since it would disturb the nuances 

arising out of a relaxed, less formal conversation. The researcher was thus able to write 

down key points and terms occurring during interviews and discussions. When the 

interviews and discussions were completed, the researcher checked the key terms and 

points, and further elaborated in writing the information that had been provided and 

expressed by participants during the sessions.  

This condition brought the issue of rigor and trustworthiness into this research. 

Tracy (2012) noted the issue of rigor and trustworthiness in qualitative research by 

offering five basic requirements for qualitative research to achieve rigor and four factors 

to achieve credibility. Rigor in qualitative research can be achieved if the study uses 

sufficient, abundant, appropriate, and complex theoretical constructs, data and time in 

the field, samples, contexts, and data collection and analysis processes. While the 

credibility of research is achieved when the research is marked by detailed description, 

concrete detail, explication of tacit (non-textual) knowledge, and showing rather than 

telling, triangulation or crystallization, and member reflections. In terms of rigor, the 

researcher should relate the data collected in the field with the theory used in this study, 

have significant time to build relationships and discussions with participants in the field, 

and if the researcher needs some clarity on their statement, the researcher should consult 

with participants during the writing process. On the issue of credibility, since the 

participants rejected the use of an audio recorder, the researcher should be able to note 

opinion and terminology from various participants and find the triangulation and 
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crystallization of those findings. Furthermore, the researcher should allow participants 

time to reflect on their statements and these findings afterwards. 

Meetings with the company directors and staff were usually conducted inside 

the participants’ offices. The researcher attempted to build a relaxed and informal 

conversation with these participants. Some of the participants had only just met the 

researcher for the first time and did not know much about the background of the 

researcher, thus, understanding cultural backgrounds was an important first task of the 

researcher in order to get closer with these particular participants. For instance, the 

participants from Javanese cultures were more considered in their manners during the 

conversation. By respecting these particularities in cultural background, the researcher 

encouraged participants to become more open and relaxed in answering questions 

during the interviews. Other participants from a mining company were easy to contact 

and make an appointment because of a close pre-existing working relationships with 

them. Therefore, if there were further questions that needed to be asked, the researcher 

could contact them by e-mail. It was also emphasized to participants that they were able 

to request any of their responses to be excluded from the research, again creating a more 

relaxed and open environment for discussion.  

The interviews with the government officials were conducted in Brisbane over 

a period of two visits. The researcher asked permission for some of their statements to 

be noted, but they also understood that they were able to demand that the researcher 

exclude some of their statements from the data if they requested this. However, they 

requested that they not be identified. The other participant is a CSR practitioner who is 

also the founder of a CSR department in a University in Indonesia. The researcher was 

able to conduct the interview while she was visiting Brisbane. 

4.7 Data Analysis Method 

Multiple types of data, including documents and notes from interviews, were analyzed. 

This collected data required the researcher to choose appropriate analytic strategies and 

techniques to “treat evidence fairly, produce compelling analytic conclusions, and rule 

out alternative interpretations” (Yin, 2009, p. 131). The first method is document 

analysis. This secondary data analysis of the legislative framework was a key part of 

this research also to analyze the content of the CSR laws to understand the implications 

of the legislation. As a research method, document analysis is particularly applicable to 

qualitative case studies and intensive studies producing comprehensive description of a 

single phenomenon, event, organization, or program (Stake, 2000). Non-technical 
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literature, such as government official documents, company annual reports and 

newspaper articles, is a potential source of empirical data for case studies; for example, 

data on the context within which the participant operates (Bowen, 2009). Document 

analysis involves skimming (superficial examination), reading (thorough examination), 

and interpretation. This process combines elements of content analysis and thematic 

analysis. Content analysis is the process of organizing information into categories 

related to the questions of the research (Krippendorff, 2012; Weber, 1990). Thematic 

analysis is a tool to find a pattern recognized within the data. The themes emerge from 

this process and become the categories for analysis (Fereday & Muir-Cochrane, 2006).  

The second approach used in this study is the interpretive approach towards 

qualitative research. Denzin and Lincoln (2000) suggests that an interpretive approach 

can deal with multiple perceptions and meanings where these come from thinking and 

behavior in the natural setting context. This context can be obtained through an effective 

relationship between the researcher and participants, so that people identify what they 

see as significant and tell their stories in the ways they want. The researcher identified 

different perceptions and assumptions that are held by participants by comparing 

different responses given by participants. This differentiation is then interpreted through 

an interpretive evaluation with pragmatic, action-oriented recommendations for 

alleviating problems of differentiation (Denzin & Lincoln, 2000; Walsham, 2006). The 

interpretive approach therefore supports understanding of the nuances, influences and 

perceptions of those involved in the evaluation, and the way they are, in turn, influenced 

by the context of the organization (Walsham, 2006). This is a justification for the 

present research to use an interpretive approach, as it allows the researcher to have 

sense-making in a complex situation, consider multiple interpretations and draw lessons 

from the evaluation process that can be used to improve future processes (Denzin, 

2001). This approach suggests the researcher critically examine conflicts and 

contradictions within the complexity of social, cultural and political systems from many 

perspectives (Denzin, 2001; Klein & Myers, 1999). Thus, interpretive approach 

supports the diversity and complexity of the analysis and the identification of social and 

political issues, surrounding CSR implementation by the Indonesian private sectors and 

also the Indonesian SOEs. 

The strategy in this research was to use a “case descriptive” method for 

organizing case studies according to the complexity of cases. This strategy allowed the 

researcher to describe and relate the context of each case. In line with this strategy, an 

explanation-building technique was employed to explain a phenomenon, by answering 
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“how” and “why” questions to the findings (Gummerson, 1999; Patton, 1987). 

Varvasovszky and Brugha (2000) define stakeholder analysis as an approach, a tool or 

set of tools for generating knowledge about actors – individuals and organizations - so 

as to understand their behavior, intentions, and interrelations; and for assessing the 

influence and resources they bring to bear on decision-making processes. The 

stakeholders could include individuals, organizations, or networks or groups of 

individuals and organizations. This study is clearly focused on the role of the Indonesian 

government in CSR development. Therefore, the main stakeholder in this study is 

government as the key actor and as the owner of SOEs, and also the role of government 

as the regulator. The other stakeholders in this study are companies as parties that 

comply with applicable regulations. As data was gathered, interim outputs such as a 

matrix table was constructed to explain the compliance of companies to CSR regulation. 

The table also shows the industries that comply with CSR regulations. 

According to Tracy (2012) visual data display is one approach for analyzing 

qualitative data research. A visual data display approach was proposed by Miles and 

Huberman (1994, p. 91) who stated that “you know what you can display”. The 

examples of visualizing data findings include matrices, charts, position maps, network 

maps and other figures for presenting data (Miles & Huberman, 1994; Thomas, 2006). 

The use of data displays will reduce the enormous volumes of qualitative text, which 

make it almost impossible for the researcher to work from such data. Most researchers 

find that creating a display is another useful way for analyzing and thinking creatively 

about data (Tracy, 2012). Tables or matrices provide a visual display of important 

categories in CSR legislation, assisting readers to understand the various CSR 

legislations discussed in this study. 

4.8 Conclusion and Limitation 

This chapter presents the rationale behind, and perceived strengths of, the chosen 

research methodology. However, the research project cannot avoid some practical and 

theoretical limitations. The main research limitations of this research, as laid out below, 

are related to: the timeframe of this research; pragmatic and financial limitations; and 

limited generalizability of results. This PhD research project was conducted over a three 

and a half-year timeframe, with the data collection, including the secondary data and 

primary data gathering, in the form of interviews. The research focused on both the 

historical development, and recent implementation of CSR in Indonesia. The historical 
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dynamics of Indonesian politics and economy are also being covered in this research’s 

timeframe, particularly comparing the annual reports over several years.  

The qualitative approach used in this study is not intended to provide findings 

that can be universally generalizable. However, this does not mean that this study 

cannot offer important lessons for similar cases, particularly those on the 

implementation of CSR legislation. As Yin (2009) argues, the case study does have the 

ability to support theoretical (if not practical) generalizations, with empirical insights 

which can extend beyond the cases at hand, especially where these studies employ 

comprehensive qualitative analysis, as is the case in the present work. 
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CHAPTER 5      

INDONESIA IN CONTEXT 

 

5.1 Introduction 

The aim of this chapter is to provide a background discussion about Indonesia as the 

research object, contributing to an understanding of the context in which CSR has 

developed in that country. Based on the Institutional theory, Chapple and Moon (2005) 

claim that different countries will have different interpretations of CSR, influenced by 

their historical, socio-economic, political and cultural settings. Therefore, a contextual 

setting will supplement the interpretation and explanation for the empirical evidence in 

order to provide an holistic understanding of CSR practices in Indonesia. This chapter is 

structured as follows: the first section provides a general overview of Indonesian culture 

and social philosophy. The next section discusses ethical policy as a result of political 

interference in Indonesia’s agricultural sector. Third section discusses the impact of 

Japanese occupation in Indonesia until the final section that discusses the process of 

Indonesia independence. 

Social Responsibility in Indonesia was first introduced by the Indonesian 

government through SOEs. To understand the Indonesian government’s role in CSR, it 

is essential to discuss the historical background of the three key players in Indonesian 

businesses. Therefore, next section in this chapter will discuss SOEs, the private sector, 

and cooperatives that encompass three political eras: colonial rule, the Old Order era 

and New Order era. Finally, this chapter will explain the impact of the Dutch colonial 

period on Indonesian society and Indonesian history, including the establishment of 

State Owned Enterprises. 

5.2 Indonesia: Culture and Society 

Geographically, Indonesia is located in South-East Asia, between the Indian and Pacific 

oceans. As an archipelago, Indonesia has about 13,000 islands (Woo, Glassburner, & 

Nasution, 1994) that stretch from Sabang (an island province off the northern tip of 

Sumatera) in the west to Merauke (in Papua province) in the east. The Republic of 

Indonesia has thirty-two provinces. The three largest islands are Kalimantan, Papua and 

Sumatera. The main religions in Indonesia were Hindu and Buddhist before Islam 

arrived in the fourteenth century (Brown, 2003). Now, Indonesia becomes one of the 

largest Muslim countries in the world. According to Indonesian Central Bureau of 

Statistics (2011), 87.18 percent of Indonesian are Muslim, 6.79 percent are Christian, 
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and 2.91 are Catholic. The percentage of Hindus and Buddhists, which are the oldest 

religions in Indonesia, is currently less than 2.5 percent. 

Demographically, Indonesia is the fourth most populous nation in the world 

with a population of 256 million. According to the Indonesian Central Bureau of 

Statistics (2015), 56.81 percent of Indonesians live on Java Island, 21.63 percent live on 

Sumatera Island, and 21.56 percent live in eastern Indonesia. This populous nation has 

at least 609 ethnic groups, not including 21 non-ethnic groups such as Chinese and 

Arab, and each group has its own culture and language (Ananta, Arifin, Hasbullah, 

Handayani, & Pramono, 2015). For example, the Batak ethnic group originating from 

Sumatera Island has its own language, traditional clothing, traditional ceremonies, and 

also philosophy of life that is different from the Javanese. Most ethnic groups are 

patrilineal, with only the Minangkabau ethnic group being matrilineal. In this modern 

era, most Indonesian cultural groups maintain their cultural customs and hand them 

down to the next generation because they are very proud of their ethnicity.  

Empirical evidence shows that CSR in developing countries strongly draws on 

cultural tradition (Chapple & Moon, 2005; Crane, 2008). In the context of Indonesia, 

CSR, rooted within the principle of gotong royong, has been embedded in society for a 

long time, particularly in the rural communities. According to Bowen (1986), gotong 

royong is derived from the Javanese language, meaning people carrying something 

together so the work becomes easier and faster. There are two types of gotong royong: 

first is gotong royong in helping the community in their daily activities such as in 

agriculture or helping out in an event; and second is gotong royong in the context of 

community service work such as building a place of worship or helping a neighbour to 

fix the roof. However, should an individual step up and become the leader for the work, 

thereby eliminating the voluntary principle, such activity could not be considered as 

gotong royong (Koentjaraningrat, 2007). Gotong royong does not involve corporations 

as part of its social activities, but has philanthropic values in CSR which emphasize 

voluntary actions of help or giving. 

5.3 Indonesian Agriculture 

Indonesia is basically an agrarian country where, in the beginning, most of the people 

worked as farmers and fishermen. The land in Java is fertile with a climate conducive to 

farming which resulted in the expansion of cultivation. According to Woo et al. (1994) 

from 1971 to 1985, an average of 57 percent of Indonesia’s population worked in the 

agriculture and fishing industries. As an archipelago with lucrative trade routes and rich 
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natural resources, particularly spices, many European countries were attracted to 

Indonesia. Before its independence in 1945, four European countries had colonialized 

Indonesia. First to arrive were the Portuguese, who established a base at Maluku Island 

to collect spices, thereby gaining monopoly control of the trade. The Portuguese were 

soon followed by British, Spanish and, most notably, the Dutch (Brown, 2003).  

Vereenigde Oost-Indische Compagnie or VOC was established in 1602, 

comprising six shareholders who were the representatives of independent chambers in 

Netherlands (Van Lent, 2015). In the beginning, VOC was run from the mother country 

by seventeen directors, known as Heeren XVII, and filled by representatives of the 

shareholders. However, VOC had difficulty in getting news between its headquarters in 

the Netherlandss and outer offices, particularly in Asia, which resulted in delays in 

decision-making. Therefore, VOC decided to establish their headquarters in Batavia, 

now known as Jakarta, and send a Governor General who would hold supreme 

command in decision-making. VOC also created Raad van Indie, or “Council of the 

Indies”, to oversee the Governor General and his authority (Ricklefs, 2001; Van Lent, 

2015). The relationship between VOC and the Kingdoms in Java was relatively stable, 

particularly after the Giyanti agreement. VOC and the Kings of Java were living 

peacefully and became allies. The Dutch residents at the courts acted as ambassadors 

instead of colonial rulers, and the local village heads, or bupati, became agents for 

VOC. The population grew and the economy of Java was well developed through 

agriculture and trade. The land in Java was fertile and largely unoccupied. With fertile 

land and an inductive climate for farming, the result was an expansion of the cultivated 

area (Ricklefs, 2001). The excess rice from Java was distributed to other parts of the 

archipelago (Houben, 2002), while the economy of Pesisir was well developed because 

of the Java Sea (Brown, 2003). However, corruption and mismanagement inside VOC 

led to bankruptcy (Van Lent, 2015). In 1796, the Heeren XVII was dismissed and 

replaced by a new committee before the company was finally dissolved on 1 January 

1800. After the liquidation, all VOC territories were handed to the Netherlands 

government (Ricklefs, 2001).  

The success of the French in dominating the Netherlands also impacted on 

Indonesia as it became the turning point of the relationship between the foreign 

colonials and Javanese society. The appointment of Governor-General Marshal Herman 

Willem Daendles to displace the Dutch colonials in Batavia, bring reformation and 

eliminate corruption in the European administration, caused displeasure to 

Hamengkubowono from the outset (Ricklefs, 2001). The King of Kesultanan, 
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Ngayogyakarta Hadiningrat and the bupati were no longer treated as partners. Bupati 

were treated as European administrators and not as leaders of their society. The bupati’s 

authority was reduced to the status of a European salaried administrator. The European 

Residents at the court were classed equal with the Kings in their role as the 

representatives of a sovereign power (Brown, 2003). Consequently, the King felt 

insulted by the implementation of Daendles’ new policies. This poor relationship 

resulted in the Java War.  

On 26 August 1811, the British took over control of Batavia and appointed 

Lieutenant-General Thomas Stamford Raffles to control Batavia. In contrast with 

Daendels, Raffles soon demolished forced labour and freed the peasants from growing 

the cash crops for which they had long been exploited. In the beginning, the Kings 

assumed that the situation would be better under Raffles’ leadership, but this was soon 

proved wrong. In 1812, the British discovered that priyayi did not have any hereditary 

rights to the land and Raffles introduced the land rent system later in 1814 (Hugenholtz, 

1994). Raffles soon realised that aristocrats were exploiting the peasants for their own 

interests. For that reason, Raffles tried to reform Javanese social culture, eliminating the 

priyayi’s power and legalizing the peasant’s right to the cultivated land. The aristocrats 

resisted the new system but their efforts failed. Raffles also took over unused land and 

leased it to Chinese entrepreneurs (Brown, 2003). The only similarity between Raffles 

and Daendels was the treatment of the bupati as the European administrators. Under 

Raffles’ authority, bupati were assigned to collect the tax. According to Ricklefs (2001), 

the introduction of land rent also become a momentum for the growth of a money 

economy in Indonesia.    

The Dutch colonial interest in the agricultural sector centred on a monopoly of 

the agricultural product, resulting in political exploitation of the Javanese farmers and 

ending with the announcement of the Dutch Ethical policy. Ethical policy saw the 

beginning of CSR activity through SOEs in Indonesia. Historically, in 1816, Java Island 

and other parts of Indonesia were returned to the Netherlands government and the true 

colonial period began. In 1830, King Willem I decided to send a new Governor-

General, Johannes van den Bosch, to Java. Under van den Bosch, a cash crop cultivation 

system was enforced, which was a state monopoly system in agriculture exploiting the 

Indonesian farmers (Houben, 2002). As a replacement for the land rent system, the 

Javanese farmers were required to set aside one-fifth of their lands to produce export 

crops such as coffee, sugar cane and indigo, or other crops that included tea, cinnamon, 

tobacco, silk, and cochineal and deliver the produce to the government warehouses 
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throughout Java (Brown, 2003). Each village had to provide labour to work on the 

government’s crops, while the European and Chinese entrepreneurs carried out the crop 

processing. In return, farmers received crops in payment through the government in 

their respective districts. The Dutch government benefited enormously from this system 

at the expense of Javanese peasants. In this cultivation system, the bupati still played a 

role as a middleman. However, European officials often became involved in the lower 

level, creating a situation where the peasants felt that their lives were controlled by the 

Dutch. The system also provided opportunities for the officials and bupati to engage in 

corruption as they were paid commission. Hence, Dutch officials and bupati worked 

together to gain more commission by forcing the peasants to plant more cash crops than 

were regulated. Issues ranged from crop failures, increasing rice prices, famines and 

even the mortality of wong cilik because of forced labour (Brown, 2003). Wong cilik 

were also trapped with the moneylenders who were mostly Chinese. Conversely, the 

priyayi were in a favourable position, conspiring with the Dutch to secure their power, 

position, and maintain their wealth.  

The system was abolished in 1962 when the mortality scandal was exposed in 

the Netherlands. In 1899, a Netherlands parliamentarian, C. Th. Van Deventer, 

published an article entitled “A Debt of Honour”, which represented an example of 

social responsibility driven by Western stakeholder opinion (Brown, 2003; Drakeley, 

2005). Van Deventer argued that the Netherlands had obtained massive profits from 

exploitation in Indonesia. Therefore, as a mother-country, the Netherlands had a moral 

responsibility to repay these profits in the form of expenditure on education and the 

economy to benefit Indonesians (Lindblad, 2002).  

5.4 Japanese Occupation: The Propaganda   

After the Pearl Harbour attack, the Netherlands government decided to join its allies and 

declare war on Japan. The Japanese commenced their invasion of Indonesia in 1942, 

resulting in the Dutch colonial surrender in Java and the arrest of Governor-General van 

Starkenborgh on 8 March 1942 (Ricklefs, 2001). Although Japanese occupation in 

Indonesia only lasted for three years, their presence in Indonesian society had long-term 

consequences. The main purpose of the Japanese invasion of Indonesia was to fund their 

war effort to rule Asia. Therefore, their policy in Indonesia was to carry out an anti-

Western campaign and to exploit the Indonesian people for mass mobilization. 

Propaganda played a significant role during their time in the archipelago. Through an 

intense campaign, they managed to instil a sense of profound hatred in the hearts of 
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Indonesian society, gain sympathy for their cause, and even make the Indonesian people 

believe their slogan that: “Nippon’s holy mission was to release Indonesia from Western 

colonialism” (Kurasawa, 1987). The Japanese banned all Western languages, 

particularly Dutch and English. They renamed entire streets that had Western names, 

and changed Batavia into Jakarta. They introduced the Japanese language, and also 

Japanese culture into the Indonesian traditional calendar. 

Initially, the Indonesian people welcomed the arrival of the Japanese army and 

said, “welcome” or “Banzai”. The Japanese army responded with “Hidup Indonesia” or 

“go Indonesia”. According to the ancient Javanese belief in the horoscope written by the 

King Jayabaya of Kediri (1051-1062), one of his predictions stated that: the good times 

will come in Java Island and when the time comes, it will be marked with the 

appearance of the so-called “Ratu adil” or the “fair Queen”. However, there will be a 

transitional period when the “dwarf” will take control in Java for as long as the corn 

lifecycle. The Javanese suspected that the “dwarf” referred to the Japanese army 

(Touwen-Bouwsma, 1996). Accordingly, the coming of the Japanese raised Javanese 

expectation of the independence for which they had long dreamed. The Japanese army 

took advantage of the warm welcome using propaganda and created a military 

Propaganda Department called Sendenbu. During their time in the archipelago, the 

Japanese divided Indonesia into three military zones (Kurasawa, 1987; Touwen-

Bouwsma, 1996). The first zone was Java Island, placed under the 16th army. Java was 

the region of most interest to the Japanese because it had the highest concentration of 

politicians and most of the nation’s educational institutions. Therefore, the Japanese 

army in this region focused on mobilizing people. The second military zone was 

Sumatera Island controlled by the 25th army. Here, Japanese focused on strategic 

resources to fund their war. The third zone covered the Islands of eastern Indonesia, 

including Kalimantan, Maluku and Sulawesi, and was controlled by their naval 

command. According to Ricklefs (2001), the Eastern part of Indonesia was  where 

Indonesian people experienced the most ruthless treatment under the Japanese military 

command. 

Entertainment media such as radio, movies, drama, or wayang, the Javanese 

traditional puppet show, was used by the Japanese army to spread their propaganda. On 

the radio, the Japanese played the Indonesian anthem after broadcasting their 

propaganda. Wayang performances were utilized to inspire fighting spirits against 

Western colonials (Kurasawa, 1987). The Japanese also hired ex-teachers and 

Indonesian artists to create poetry, scenarios, and even an institution to promote the arts 
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(Brown, 2003; Kurasawa, 1987; Ricklefs, 2001). Certainly, this method managed to 

attract the sympathy of Indonesian people. Intense propaganda was carried out in Java 

with the intention of exploiting manpower, known as romusha. In October 1943, the 

Japanese recruited Javanese peasants as romusha to be used wherever the Japanese need 

labourers, including sending them overseas. The peasants were applying to become 

romusha voluntarily and leaving their families behind. In September 1944, American 

troops made their first landing in the archipelago. To gain the support of the Indonesian 

people, Japan’s Prime Minister Koiso promised the Indonesians independence and 

allowed the Indonesian flag to fly alongside the Japanese flag (Taylor, 2003). In fact, 

Koiso never set a time limit for when the Japanese would grant independence to 

Indonesia, but simply used the term, “in the future” (Ricklefs, 2001). On 29 April 1945, 

the Japanese created a so-called Investigating Committee for Preparatory Work for 

Indonesian Independence, or Badan Penyelidik Usaha Persiapan Kemerdekaan 

Indonesia, as revolutionary ideas had become embedded in Javanese society. To 

maintain their control over the Javanese, sixty-four middle-aged Java aristocrats and 

politicians, who the Japanese believed would cooperate, were chosen as committee 

members.  Sukarno was one of them (Taylor, 2003). 

5.5 The Independence 1945 

In August 1945, by taking advantage of the attacks on Hiroshima and Nagasaki, 

revolutionary Indonesian youth leaders attempted to force Sukarno and Hatta to declare 

Indonesian independence. The declaration took place on 17 August 1945 with Sukarno 

as the first Indonesian President. Besides promulgating Pancasila as the official 

philosophical theory, the Basic Constitution 1945 was agreed as a legal basis that 

should be adopted by the Indonesian government. The new government quickly 

established a central government in Jakarta. Although all the Kings in Java gave their 

support to the Republican leader, it was not the case with the Kings from the outer 

islands. They disliked the radical ways of the Republican leaders and also the 

domination by the Javanese and the Islamic nature of the new government. In fact, those 

Kings preferred to maintain their cooperation with the Dutch rather than join the 

Republic of Indonesia (Ricklefs, 2001; Taylor, 2003). This disunity continued until the 

Republican troops crushed the opposition in Ambon which meant Eastern Sumatera 

opposition had no other choice but to join the Republic of Indonesia. In December 1949, 

Indonesia finally gained its independence, recognized internationally through a 

negotiation named the “Round Table” conference, and the notion of from “Sabang to 
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Merauke” became a catch phrase for Indonesian nationalism achieved by 1950. Since 

the beginning the Indonesian government style was paternalistic which matched with 

most of Indonesian people characters at that time who accustomed ruled because lack of 

education and also poor. Meanwhile, the politicians were dominated by the Javanese 

priyayi with political activism and government service background. Ricklefs (2001) 

characterized these politicians as peoples who had little commitment with the 

democracy, self-interested, and snobbish. 

5.6 The Indonesian Businesses 

5.6.1 The Colonial Era 

Ethical policy in the Dutch colonial era was employed through direct state intervention 

in irrigation, education, and emigration (Booth, 1998; Drakeley, 2005; Lindblad, 2002). 

As a result, the Dutch colonial administration established and reinstated numerous 

government bodies to implement the policy, such as the Department of Agriculture, 

Industry and Trade (1904), the Department of Public Works (1908), and the Department 

of Education (1908) as well as specialist agencies such as public health services (1911) 

and people’s credit banks (1912). The Dutch also created the Department of 

Government Enterprises in 1908 with the main task to increase profitability of Dutch 

enterprises (Houben, 1994; Lindblad, 2002). All Dutch commercial enterprises that had 

existed were put under this department and the colonial government hoped that the 

profits could finance the Ethical program.  Under this Department, the state-owned 

railways emerged as one of the largest and most profitable enterprises. In contrast, the 

post and telegraph enterprises consistently ran losses (Booth, 1998). Ultimately, ethical 

policy was abandoned in the 1920s because of lack of finance. 

In the private sector, indigenous entrepreneurs never fully emerged under 

Dutch colonial rule. The Dutch imposed a colonial bureaucracy with fixed rules, but left 

it to traditional regents to govern the indigenous population (Houben, 2002). This type 

of dual administration had a poor impact on entrepreneurial activities. When the Dutch 

came in the form of the Dutch East Indies Company (VOC), they restricted business 

opportunity for the small indigenous entrepreneurs. However, the political role of the 

local kings was strengthened by royal monopolies throughout the archipelago, which 

further limited the role of the private sector (Johansson, 2014). On the other hand, a 

merchant bourgeoisie did emerge, collecting crops from the agrarian sector, retailing 

imports, providing credit in rural areas, and setting up smaller manufacturing companies 

that focused on refining agrarian crops. Nevertheless, this emerging business was 
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dominated by people of Chinese origin, who were never fully accepted into society. 

Later, the economy was dominated by foreign corporations, while the Chinese were the 

dominant local merchants, resulting in the absence of indigenous entrepreneurs. 

However, cooperatives in Indonesia were pioneered by a governor of 

Purwokerto, a small town in Central Java (Masngudi, 1990). A cooperative in 

Indonesia, since it was first introduced, has “gotong royong” principle in accordance 

with philanthropic values and also community development that became intrinsic to 

CSR activities. Aria Wiriatmadja was an indigenous Indonesian who first introduced 

cooperatives in Indonesia for the purpose of helping his people who were entangled in 

debt with the money lenders. Initially, he used his personal money and cash from a 

mosque to run the cooperative. Later, he returned all the cash to the mosque when he 

learned that it was prohibited. The cooperative movement in this era was expanded by 

Boedi Utomo in 1908 who established cooperatives for domestic purposes and also in 

1911 by a religious political organization called Sarekat Islam (Sugarda, 2016). Rapid 

development of cooperatives in Indonesia, compounded by social political strength, 

raised the suspicion of the colonial government. Consequently, the colonial government 

issued strict regulations for the establishment of cooperatives. As a result, many 

cooperatives closed because they did not get permission from the colonial government. 

However, the Indonesian national leaders were finally made a counteroffer that resulted 

in the revision of the regulation on cooperatives in 1927. 

5.6.2 The Indonesian Businesses after the Independence 

On 17
 
August 1945, the end of the long period of Dutch rule was heralded when 

Indonesia declared its independence with Sukarno as President. However, even after the 

four-year independence war when the Dutch finally recognized the new nation, the 

former colonial masters continued to exercise influence. Most of the banking system – 

including the Java Bank which held foreign exchange reserves and issued the national 

currency – remained Dutch owned. The Dutch also monopolized inter – island shipping 

(Brown, 2003). Inspired by socialist ideology, the new Indonesian government, also 

known as the “Old Order” government, desired to control the economy (Pangestu & 

Habir, 1989). The nationalist also claimed that key industries that still dominated by 

Dutch companies should be put under state enterprises and further used for the benefit 

of society (Dick, 2002). The colonial legacy in Indonesia is apparent not only in systems 

of business and in government structure but also in a pervasive sense of nationalism that 

developed in reaction against Dutch rule, and which permeates all levels of society 

(Brown, 2003). The notion of “dari Sabang sampai Merauke” or “from Sabang to 
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Merauke” is intimately associated with the conception of the State as the “Kesatuan 

Republik Indonesia (The United Indonesian Republic)”
1
. 

To achieve greater economic sovereignty, the new government chose to 

develop state enterprises as a means of displacing Dutch interests (Dick, 2002). In 

banking, the Rehabilitation Bank (Herstelbank) was nationalized, becoming the state-

owned Bank Industri Negara (BIN) or Industrial Bank in April 1951; a financial 

institution that played an important role under an Economic Urgency Program and later 

converted into the Bank Pembangunan Indonesia (Bapindo) in 1960. The Java Bank 

was also nationalized as Bank Indonesia in 1953, becoming the Indonesian central bank. 

The government action against Dutch businesses reached a climax in late 1957 when 

Sukarno campaigned to restrict Dutch businesses due to a Dutch refusal to relinquish 

sovereignty over West Irian (Brown, 2003). The Indonesian government quickly 

nationalized enterprises owned by the former Netherlands Indies government. Dutch 

privately-owned businesses – most notably in the railways and the gas and electric 

sector - were also nationalized (with full compensation). Under a government agency, 

namely Pusat Perkebunan Negara (PPN), or Government Estates, the Indonesian 

government also took over a wide range of Dutch agricultural estates and industrial 

enterprises (Dick, 2002). In transportation, the Indonesian government took control of 

the Royal Netherlands Indies Airlines (Koninklijke Nederlandsch-Indische Luchtvaart-

Maatschappij), using its assets to establish Garuda Indonesia Airways (GIA). 

By 1960, some 489 Dutch companies had been nationalized. This list included 

216 companies engaged in running agricultural plantations, 161 mining companies, 40 

trading concerns and 16 engaged in insurance. The remainder included companies in 

communication, gas and electricity, construction and printing as well as pastoral 

ranches. Subsequently, the government added to this collection through seizures of 

other foreign property – including yet more agricultural estates, an American tyre 

factory, two British banks, cigarette factories, an Australian pharmaceutical company, 

and food and vegetable oil companies. The government also nationalized businesses 

indebted to the national bank (Pangestu & Habir, 1989). In addition to those SOEs that 

owed their existence to nationalization of foreign – owned companies, the Indonesian 

government also established several new SOEs under the Ministry of Industry. To 

compete with the Dutch commercial banks, the Indonesian government established the 

Bank Negara Indonesia (BNI) in 1946 (Abeng, 2001). The Indonesian government also 

established the Central Trading Company in 1948 so as to both circumvent Dutch 

                                                 
1
 Indonesia consists of 13.466 islands (large and small) connected by various straits and seas. 
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economic control and facilitate agricultural exports. In 1956, the Indonesian government 

established Usindo to import a variety of raw materials. Other SOEs established in this 

era include: Pantja Niaga in 1947, Gresik Cement in 1953, and Pertamina (Indonesia’s 

oil company and the biggest SOE). Following a failed attempt to negotiate the 

nationalization of Dutch shipping, the government also established its own shipping 

company or Pelayaran Nasional (PELNI) (Dick, 2002). The end result of the 

government’s effort was an economy where SOEs dominated key economic sectors: 

agriculture, mining, manufacturing, telecommunication, public works and power, trade, 

health and finance. By the final years of the Sukarno era, Abeng (2001) estimates, 

Indonesia boasted 822 SOEs.  

Initially, the government expected that pribumi entrepreneurs and suitably 

trained military officers would efficiently manage these newly formed SOEs
2
. Such 

hopes, were, however thwarted by the comparative absence of suitably trained 

personnel. Most SOEs were run in a “bureaucratic” manner. Managers, moreover, often 

saw SOEs as a means for self-enrichment. Pangestu and Habir (1989) found that SOEs 

were overstaffed; a failing that contributed to high operational costs, ineffective 

performance and low profitability. Although non-pribumi
3
 (Indonesian-born ethnic) 

entrepreneurs sought managerial positions within the SOEs, the government resolutely 

rejected such advances. In the early 1960s, as managerial problems mounted, the 

Indonesian government increasingly relied on the so called “dual functions”, or Dwi 

fungsi ABRI, of the Indonesian military which, from the inception of the Republic, 

always embraced socio – economic as well as military roles (Brown, 2003). Under Law 

No.19/1960, all Indonesian SOEs were declared to be “State Enterprises”, or 

“Perusahaan Negara”, and placed under the oversight of a related ministry. The number 

of SOEs was reduced to 223. The effects of this restructuring, however, should not be 

exaggerated. SOEs continued to be directed towards the achievement of social 

objectives associated with indigenous employment and national self – sufficiency, 

rather than profitability and commercial returns. 

As Dutch businesses were eliminated through the nationalization movement, 

the economic power of the ethnic Chinese entrepreneurs, either Sino-Indonesian or 

foreign nationals, grew. Accordingly, the sentiment against Sino–Indonesian
4
 

entrepreneurs increased. The Indonesian leaders, notably President Sukarno and Vice-

President Hatta, stood firmly opposed to the ethnic discrimination against Sino-

                                                 
2
 In this era, Indonesia adopted Martial Law. 

3
 Non-pribumi is a term for Indonesian-Chinese descents who were born and living in Indonesia. 

4
 Sino-Indonesia is the term for people of Indonesian Chinese descent 
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Indonesians (Dick, 2002). Restricting the dominance of Sino-Indonesian businesses was 

much more difficult than the moves against the Dutch because the population of Sino-

Indonesia was much larger and they were also Indonesian citizens. However, after long 

involvement in intermediate trade, the business relationship between Sino-Indonesians 

and pribumi tied together.  

The Old Order government also had a very ambitious program of industrial 

development. Under the Economic Urgency Program, in April 1951 the Industrial 

committee proposed to move forward simultaneously on three industries: large, medium 

and small-scale industry. Therefore, the Indonesian government considered that 

providing capital assistance to small-scale industry was more important than investing 

in the large scale industry, which was mostly foreign – owned (Dick, 2002). 

Consequently, the Old Order government became known as unfriendly towards foreign 

investors. Therefore, the Indonesian government created the Benteng Program that 

lasted from 1950 to 1957. This program was created to support indigenous 

entrepreneurs by restricting certain categories of goods for indigenous importers. The 

Indonesian government was also providing credit through the State-Owned Bank for 

those importers that needed capital assistance. Dick (2002) argues that Sukarno also 

increased hostility towards both domestic private capital and what remained of foreign 

capital under his Guided Democracy. This can be seen from the national movement that 

ended with the domination of Indonesian SOEs in Indonesia business system.  

Unfortunately for the Sukarno regime, its expansion of economically 

inefficient SOEs contributed to deteriorating economic circumstances. Table 6.1 shows 

that, while real Gross Domestic Product (GDP) was almost stagnant between 1960 and 

1965 at around 400 million rupiah, the rate of inflation (in nominal rupiah) rose from 20 

percent in 1960 to 594 percent in 1965. Behind this disastrous turn of events was a 

rapidly expanding budget deficit, which grew from 8.5 million rupiah in 1960 to 1,565.5 

million in 1965. To fund this deficit the government steadily increased money supply. 

Whereas in 1960 money supply was expanding at an annualized rate of 37 percent, by 

1965 it was growing at an annualized rate of 302 percent. Meanwhile, in political 

matters Sukarno liaised closely with communist countries such as the Soviet Union and 

China and decided to withdraw Indonesia from the United Nations in January 1965. 

Accordingly, Indonesia had a poor relationship with western countries and became 

isolated from the world’s capitalist system. 
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Table 5.1: Indonesian Real GDP (in 1960 rupiah) and Inflation Rate from 1960 to 

1965 

Year 
Real GDP 

(in billion rupiah) 

Inflation Rate 

(%) 

1960 390 20.0 

1961 413 76.7 

1962 420 155.9 

1963 411 128.7 

1964 425 135.3 

1965 430 593.7 

Source: Woo et al. (1994, p. 176), Bank Indonesia (n.d, p. 15) 

Meanwhile, the role of cooperatives after Indonesian independence was not as 

developed as SOEs. The political parties in this era tended to utilize cooperatives as a 

tool to expand their influence. However, Mohammad Hatta, as the first Indonesian Vice 

President was successfully formulating cooperatives’ philosophy and incorporating 

“gotong royong” and “asas kekeluargaan” or family principle in the Basic Constitution. 

Article 33 point one of the Indonesian Basic Constitution 1945 states that the 

Indonesian economy should be built as a joint effort based on the family principle. As a 

result of this achievement, Hatta became known as “Father of Indonesian cooperatives”. 

5.6.3 Businesses in New Order Era 

Amid deteriorating economic conditions, Sukarno lost power in 1965 as the military 

gained control in the wake of a failed coup attempt by pro-communist junior officers on 

the night of 30 September
5
. This power shift was formalized in March 1966 when 

Soeharto, an army general, assumed the Presidency after the issuance of the 11 March 

Presidential Decree, referred to in Indonesia as SUPERSEMAR (Surat Perintah Sebelas 

Maret). The New Order government that came to power in 1966 began a milestone of 

changes in policy direction and economic development. The regime proved more 

amenable than its predecessor to the private sector, enterprises in general and foreign 

companies in particular. The good relationship began when Soeharto decided to re-join 

the United Nations and International Monetary Fund (IMF). Soeharto also recognized 

that anti-Western or anti-capitalist attitudes, which had lasted from the Japanese 

occupation up until the Old Order government era, were part of the country’s economic 

                                                 
5
 The event was known as G30SPKI. 
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problem. Subsequently, the economists proposed a two-year economic recovery plan 

incorporating halting hyperinflation, negotiation to reschedule foreign debts and obtain 

new loans, and the open door policy (Cribb & Brown, 1995; Wie, 2002). 

The New Order government also enacted “balanced budget” practices in 1967, 

a mechanism that prohibited money creation to finance the excesses of government 

expenditure (Bhattacharya & Pangestu, 1997; Woo et al., 1994). The new mechanism 

called for foreign aid to cover the shortfall in government revenue. Accordingly, the 

first negotiation of debt rescheduling held on September 1966 in Tokyo. The 

rescheduling agreement with the so-called Paris Club countries that comprise western 

countries and Japan was granted in December 1966. Separately, the communist 

countries also signed the rescheduling agreement in 1971 (Wie, 2002). The success of 

negotiation was followed by further financial aid from the Inter-Governmental Group 

on Indonesia (IGGI), the international aid consortium chaired by the Netherlands with a 

total amount of over half a billion dollars (Anderson, 1983). The new economic policy 

resulted in improvement: price stability was achieved, and inflation quickly fell to 10 

percent in 1969 (Drakeley, 2005; Wie, 2002).  

In embracing foreign investment, the Soeharto regime was forced to balance its 

economic reorientation against the fundamental principles outlined in Indonesia’s Basic 

Constitution. Article 33 of Indonesia’s Basic Constitution Year 1945 states that: (i) the 

Indonesian economy should be built as a joint effort based on family principles, (ii) 

branches of production essential to the state and which affect the lives of most people 

should be controlled by the state, and (iii) natural resources including land and water 

should be controlled by the state and used for the greatest benefit of the people. Having 

fought in Indonesia’s war of independence in favour of the principles outlined in the 

Basic Constitution, Soeharto was loath to see them sacrificed during the New Order Era. 

Instead, Article 33 became the legal basis upon which the government continued to 

exert control over much of the economy, both directly and indirectly. 
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Table 5.2: Types and Legal Status of the Indonesian SOEs 

Characteristic 

Category 

Perjan Perum Persero 

(Governmental 

Agency) 

(Public 

Corporation) 
(State Company) 

Main objectives 
Public service, 

nonprofit making 

public service and 

profit making 
profit making 

Legal foundation 
Indonesische 

Bedrijvennwet (IBW) 
Law No.19/1960 Commercial Law 

Relationship with 

government 
Part of government 

Autonomous 

organization 

Autonomous 

organization 

Board of Director 

appointment 

by the Indonesia 

President 

by the Indonesian 

President 

by the Indonesian 

Ministry of 

Finance 

Capital resources 
Part of the national 

budget 

Wholly government 

owned and not in the 

forms of shares 

Wholly or partly 

government owned 

in the form of 

shares 

Employment status government employee 
based on special 

regulation 

similar to private 

sector 

Scope of business 

public utility for the 

vital and strategic 

sector 

public utility for 

non-vital  

similar to private 

company 

Source: Djamhari (1996) 

The new mechanisms for control that characterized the New Order era were 

first outlined under Presidential Instruction No. 17/1967 and Law No.9/1969 that 

changed the legal status of SOEs from State Corporations or Perusahaan Negara, into 

three categories, these being (a) Perjan, SOEs that delivered public services and which 

were financed through the government’s budget, (b) Perum, SOEs that were fully 

owned by the Indonesian government and which managed resources considered vital to 

the population’s welfare, and (c) Persero, SOEs that operated on a commercial basis 

and which were consequently treated the same as private sector companies. Table 6.2 

shows the types and legal status of Indonesian SOEs. In addition to these three 

groupings there were a number of SOEs that were regulated through special laws. 

Foremost among these were the National Logistics Agency or Badan Urusan Logistik 

(BULOG) which, under Presidential Decree No. 39/1978, was required to maintain food 

price stability, and PERTAMINA, the Indonesian oil monopoly that came to be 

regulated under Act No. 8/1971. Legally, Indonesian SOEs, as stated in the first 
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REPELITA, had two main functions: (i) a social function to serve people and provide 

public services, and (ii) an economic function. 

Within these three SOEs, the level of government intervention may vary from 

low to high depending on how strategic are the type of businesses that the SOEs handle. 

The more strategic the businesses, the more intense government control become. 

However these classifications appear only to be procedural because, in reality, Mardjana 

(1992) argues that there exists a level of uncertainty over how these characteristics 

apply. For example, while Persero is designed for profit making, the legalities of the 

term would most often give way to socio-political realities, which suggests that Persero 

has more to do with national development than with commercial success. In addition to 

these three groupings, there is a number of SOEs that are regulated through special 

laws. First, the National Logistics Agency or Badan Urusan Logistik (BULOG), which 

under Presidential Decree No. 39/1978 is required to maintain food price stability. 

Second, PERTAMINA the Indonesian oil monopoly that came to be regulated under 

Act No. 8/1971. Third, the State Banks that are regulated under Law No. 14/1967.  

Furthermore, Table 6.3 shows the financial performance of twenty of the 

largest SOEs as at May 1991. From the financial performance, it can be seen that 

PERTAMINA is the largest SOE in Indonesia followed by the four Indonesian national 

banks: Bank Rakyat Indonesia, Bank Negara Indonesia, Bank Bumi Daya, and Bank 

Dagang Negara. However, if we look more closely, although PERTAMINA has become 

the largest SOE as at May 1991, PERTAMINA only had 14.89 percent of total assets 

and another 164 SOEs controlled 85.11 percent of total assets. 
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Table 5.3: Performance of Twenty Largest Indonesian SOEs per May 1991 

(In Billion Rupiah) 

SOEs Total Assets Total Sales Total Net Profits 

PERTAMINA               29,951             26,659              1,108  

Bank Rakyat Indonesia               23,026               3,898                   75  

Bank Negara Indonesia               22,813               2,806                 123  

Bank Bumi Daya               21,844               2,847                   75  

Bank Dagang Negara               18,521               2,898                 108  

Perum Listrik Negara               17,860               4,252                   64  

Bank Eksport Import Indonesia               12,976               2,003                 127  

Bank Pembangunan Indonesia               11,125               2,550                   80  

Telekomunikasi Indonesia                 4,956               2,001                 187  

Krakatau Steel                  4,444               1,827                 222  

Bank Tabungan Negara                 3,882                  450                   21  

Garuda Indonesia                 3,401               3,745                 213  

IPTN                 3,200                  406                    -    

Taspen                 2,291                  182                 107  

Jasa Marga                 1,613                  319                   78  

Pupuk Sriwijaya                 1,361               1,654                 114  

Astek                 1,351                  292                   50  

Tambang Batu Bara Bukit Asam                 1,313                  458                   40  

Pupuk Kaltim                 1,172                  489                 123  

Petrokimia Gresik                 1,112                  784                   12  

Total             188,211             60,521              2,925  

Source: Nota Keuangan Indonesian Finance Ministry, 1991/1992 

As the world oil prices spiked during the early 1970s, PERTAMINA, the state 

oil company, was central to the revival in budget fortunes that characterized the initial 

years of the New Order. Table 6.4 shows that PERTAMINA’s contribution to budgetary 

revenues rose from 27 percent in 1969/70 at the start of the first PELITA to 70.65 

percent in 1981/82 in the midst of PELITA III; an achievement that underpinned an 

expansion in total government revenues from 243.7 billion rupiah in 1969/70 to 

14,432.7 billion rupiah in 1983/84 (Ministry of Finance, 1969/70-1994/95). 
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Table 5.4: Oil and Gas Revenue as Share Total Government Revenue from 

PELITA I to PELITA III 

Fiscal Year 
Total Revenue 

(In billion Rupiah) 

% Of 

Growth 

Oil and Gas Revenue 

(In billion Rupiah) 

% of Total 

Revenue 

PELITA I         

1969/1970           243.70           65.80  27.00 

1970/1971           344.60       41.40            99.20  28.79 

1971/1972           428.00       24.20          140.70  32.87 

1972/1073           590.60       37.99          230.50  39.03 

1973/1974           967.70       63.85          382.20  39.50 

PELITA II 
 

  
 

  

1974/1975        1,753.70       81.22          957.20  54.58 

1975/1976        2,241.90       27.84       1,248.00  55.67 

1976/1977        2,906.00       29.62       1,635.30  56.27 

1977/1978        3,535.40       21.66       1,948.70  55.12 

1978/1979        4,266.10       20.67       2,308.70  54.12 

PELITA III 
 

  
 

  

1979/1980        6,696.80       56.98       4,259.60  63.61 

1980/1981      10,227.00       52.71       7,019.60  68.64 

1981/1982      12,212.60       19.42       8,627.80  70.65 

1982/1983      12,418.30         1.68       8,170.40  65.79 

1983/1984      14,432.70       16.22       9,520.20  65.96 

Source: Nota Keuangan Indonesian Finance Ministry, 1974/1975, 1979/1980, 

1984/1985 

Unfortunately for the government, the “oil boom” proved short-lived as oil 

prices began a long decline. PERTAMINA was also engulfed in a financial scandal that 

reflected badly on government policies which, from 1972, had allowed state enterprises 

to obtain short-term borrowings from overseas. This opportunity was used by Dr. Ibnu 

Sutowo, head of PERTAMINA, to expand the SOE’s operations. When oil prices fell 

from their earlier dizzy heights, PERTAMINA found that it was incapable of servicing 

its debt. To rescue the company from this predicament, the Indonesian government had 

to set aside 559.5 billion rupiah from the 1975/76 budget (Ministry of Finance, 1969/70-
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1994/95). The PERTAMINA scandal was followed by a reassertion of state economic 

control through the issuance of Government Regulation No. 36/1977, which terminated 

foreign investment in commercial trade. Under the Regulation, foreign investors had to 

exit the sector by 31 December 1977. This led to 19 foreign companies either moving 

their activities into manufacturing or transferring ownership to Indonesian 

entrepreneurs. Much of the nation’s commercial trade passed into the hands of the 862 

local SMEs appointed as distributors under the Regulation (State Ministry of National 

Development Planning, 1969-2000). A major effect of this was to reinforce the growing 

ties between SOEs and small domestic enterprises, a trend that became even more 

apparent under REPELITA II. 

Central to Soeharto, the growth of private business was developed in the New 

Order era as well as the patrimonial system (Johansson, 2014). To lead the nation out of 

economic crisis, Soeharto appointed a “Team of Experts in the Field of Economics and 

Development” in September 1966 (Wie, 2002). The team consisted of Widjojo 

Nitiastro, Ali Wardhana, Sadli, Emil Salim, and Subroto, five economists from the 

Economic faculty of University of Indonesia and later labelled as the economic 

technocrats. Advice that provided the cornerstone for a recovery plan under the Decree 

of the Provisional People’s Assembly No. 23/1966 emphasized balanced government 

budgets, rehabilitation of physical infrastructure, and the prioritizing of long-term 

development in the agriculture, manufacturing and mining sectors (Salim, 1997). To 

achieve these broad objectives, Soeharto launched a series of five-year plans or 

REPELITA (Rencana Pembangunan Lima Tahun) as shown in Figure 6.1. 
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Figure 5.1: The Indonesian Government’s Development Framework 

The Indonesian Basic Constitution 1945 
 

Indonesian Basic Ideology 

Undang-Undang Dasar (UUD) 1945 Pancasila 

      

      
Outline of State Policy 

Garis-garis Besar Haluan Negara (GBHN) 

      
Five Years Plans 

Rencana Pembangunan Lima Tahun (REPELITA) 

      
Government Annual Budget Plans 

Rancangan Anggaran Pengeluaran dan Belanja Negara (RAPBN) 

      
Government Annual Budget 

Anggaran Pengeluaran dan Belanja Negara (APBN) 

      
Five Years Development 

Pembangunan Lima Tahun (PELITA) 

Source: Adapted from Ministry of Law and Human Rights (n.d) 

 

Over the course of the New Order government, there are six REPELITA, 

where each REPELITA has different targets for Indonesian development. However, the 

Indonesian government has consistently prioritized agriculture and small entrepreneurs 

since the first REPELITA. Table 6.5 shows how the Indonesian government typically 

allocated around 30 percent of the total government budget allocation to agriculture. 

The other main benefactors of government support were communication and tourism, 

energy, and education and culture. 
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Table 5.5: The Indonesian Government Budget Planning from REPELITA I to 

REPELITA V (In Billion Rupiah) 

Sector 
REPELITA 

I II III IV V 

Agriculture and Irrigation     319  1,001.6        3,048.9  10,014.3    17,343.0  

Industry  
} 130 }185.8 

      1,174.0    4,281.9      2,119.2  

Mining        415.3    2,497.1      1,160.0  

Energy     100      387.8        2,528.6    9,628.8    10,033.9  

Communication and Tourism     230      831.7        3,384.3    9,923.1    20,512.0  

Trade and Cooperatives         37.9           191.9       969.2      1,428.9  

Labour and Transmigration         69.4        1,240.7    4,551.8      3,086.2  

Urban development        50      930.6        2,142.9    5,379.1    10,710.9  

Religion          15.0           152.5       507.2         279.6  

Education and Culture        95      525.8        2,276.8  11,539.5    16,981.0  

Health and family planning        42      192.1           829.1    3,516.5      4,088.3  

Housing        35     101.6           532.0   2,980.6      6,573.2  

Law         30.0           193.0      629.2         280.4  

Defence and Security        28      126.0        1,483.6    5,238.9      5,788.5  

Information        30        26.7           151.0       498.6         378.9  

Science and statistic       101.3           447.6    1,757.7      2,634.2  

State apparatus       123.0           579.7    1,047.4         644.6  

Business development       562.9   370.3    1,689.7      1,747.8  

Environment              707.2    1,958.8      1,741.5  

Total   1,059   5,249.2      21,849.4  78,609.4  107,532.1  

Source: State Ministry of National Development Planning, Pidato Kenegaraan tahun 

1973, 1978, 1983, 1988, 1993 

 

New Order government employed a reversal of Indonesia’s previous hostility 

to foreign investment. Foreign investment, however, continued to be seen warily as 

something that should be subsumed within national goals. Since the first REPELITA, 

Indonesia has funnelled foreign investment into priority sectors that align with each 

REPELITA target. For example, as the main target for the first REPELITA was one of 
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developing agriculture, the Indonesian government funnelled development into areas 

that would be of direct or indirect benefit to the farm sector. Table 6.5 shows that almost 

half of foreign investments in the first REPELITA (1969-74) were in manufacturing, 

most notably chemicals and cement, textile, pulp and paper, pharmaceuticals, metal and 

machinery, and craftwork. While forestry and mining also experienced significant 

infusions of foreign investment the combined value of these was less than half of that 

which flowed into manufacturing. This policy was painful for the Indonesian 

nationalists, including many political leaders and intellectuals, because of the 

longstanding distrust of the private sector that had arisen during the Dutch colonial 

period (Wie, 2002). Although taking political risks, the New Order government 

continues to encourage foreign direct investment. 

Table 5.6: Approved Foreign Investment and Domestic Investment from 1969 to 

March 1974 (In Million Dollars) 

No Year 

Foreign Investment Domestic Investment 

Number 

of Projects 

Total Investment 

(In million Dollar) 

Number 

of Projects 

Total Investment 

(In million Dollar) 

1 1967              22             176.2   -                   -  

2 1968              67             237.6                   -                   -  

3 1969              85              722.7              167            150.1  

4 1970            162         264.3              320          319.7  

5 1971            113              376.1              358          575.1  

6 1972              94              488.1              421          713.4  

7 1973            143              553.4              550          451.0  

8 1974               29              459.9                78            33.7  

Source: State Ministry of National Development Planning, Pidato Kenegaraan tahun 

1968, 1973, 1978 

To achieve these goals, under the Foreign Investment Act 1967 and Domestic 

Investment Act 1968 foreign investors were courted through tax holidays, import duty 

concessions, sales tax exemption for machinery and equipment, accelerated 

depreciation, guarantees on repatriation of capital and profits, and provision to carry 

forward losses. However, the new “open door” policy was not unrestricted. To preserve 

domestic employment, imported goods were restricted. Oil and gas, banking, insurance, 

and the leasing of property remained off limit for foreign investors. In mining, other 
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than oil and gas, foreign investment took place under Mining Law No. 11/1967 and 

forced participating foreign companies to act as contractors (Pangestu & Habir, 1989). 

Despite the above restrictions, foreign investors and non-pribumi entrepreneurs quickly 

assumed a dominant position in broad swathes of the Indonesian economy under the 

New Order. Table 6.7 shows that the Ministry of Finance in Nota Keuangan 1970/1971 

reported that in three years after Foreign Investment Act 1967 was issued there were 336 

foreign investment projects approved by the Indonesian government with a total value 

of US$1,400.8 million. 

Meanwhile, the open door policy also created lucrative opportunities for a 

number of able and politically well-connected Sino-Indonesian businessmen. Many of 

the New order’s military leaders, including President Soeharto, had long-established 

business relations with the Chinese descent businessmen. The early period of the New 

Order also saw the emergence of a number of new pribumi business groups, typically 

around families of high‐level politico‐bureaucrats and military officials (Eklof, 2003). 

As resentment towards the dominant Sino‐Indonesian influence in the domestic 

economy grew and as support from sections within the military declined in the 1980s, 

Soeharto began to widen his support base by courting the Muslim pribumi middle class. 

In addition to growing discontent with the Sino‐Indonesian economic dominance, 

growing dissatisfaction in the military centered on favoritism and the influence of 

Soeharto’s children and other family members, as well as the military’s declining 

political and economic power resulting from the growing influence of the president and 

a select number of leading politico‐bureaucratic families. Through initiatives such as the 

establishment of ICMI (Ikatan Cendikiawan Muda Indonesia), Soeharto hoped to secure 

support from the pribumi middle class and business leaders. This development also 

meant that pribumi economic interests increased during this period. Pribumi 

conglomerates started to exert increasing influence through two main vehicles; 

Himpunan Pengusaha Muda Indonesia (HIPMI) or the Association of Young 

Businessmen, and Kamar Dagang dan Industri (Kadin) or the Chamber of Commerce 

and Industry. Over time, pribumi conglomerates expanded their business interests by 

building alliances with existing conglomerates and politico‐bureaucrat families. 
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Table 5.7: Cumulative Realized Foreign Investment by Sector from 1967 to March 1974 (In Million Dollars) 

Sector 

1967-1970 1967-1971 1967-1972 1967-1973 1967-1974 

Number 

of Projects 

Total 

Value 

Number 

of Projects 

Total 

Value 

Number 

of Projects 

Total 

Value 

Number 

of Projects 

Total 

Value 

Number 

of Projects 

Total 

Value 

Industry 48   26.36      98    46.90  157 175.00 179 400.10  225 704.5 

Forestry 25   10.60      40    32.30  49 88.60 60 121.60  65 160.3 

Fishery 4    3.52        8  4.70  10 15.40 10   20.40  11 28.9 

Transportation 3     2.40        5      4.30  6 6.60 10     7.60  11 9.9 

Mining 5     2.08         8    11.40  13 35.90 17 169.50  18 172.6 

Real Estate 3     1.08         7      5.00  7 6.40 9     7.90  9 18.7 

Contractor         -        -          -            -  6 2.40 8     5.40  8 6.8 

Pharmaceutical         -           -         8      1.60  16 18.70 19   14.00  28 46.3 

Hotel and Tourism 2     0.24  5  1.90  6 16.20 7 26.80  18 46.5 

Agriculture 2     0.20      15  3.60  15 15.10 15 18.00  18 20.9 

Total 92 46.48 194 111.70  285 380.3 334 791.3 411 1215.4 

Source: State Ministry of National Development Planning, Pidato Kenegaraan tahun 1973, 1978 
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Related to the relationship between state and business as reflected in the notion of 

Patron-client ties has its root in the colonial period of Indonesia, then the Dutch East 

Indies, from 1800s to 1940s. The Patron-client relationship reflects a symbiotic 

relationship between business as the money provider and state as the security provider: 

“In contrast to traditional patrimonial states, which acquired funds largely through the 

exploitation of the peasantry and through wholesale trade, the New Order has depended 

on a rapidly expanding modern economy financed by foreign aid, foreign investment, 

and rising oil prices. In the early stages, a patrimonial political structure need not be an 

obstacle to capitalist economic development. By placing themselves as clients under the 

protection and patronage of powerful members of the ruler's court, industrialists can 

acquire the security and predictability they need” (Crouch, 1979, p. 579). This pattern 

was endorsed by then President Soeharto and resulted in the concentration of capital 

among Soeharto’s families and close associates alike. This patronage along with 

rampant corruption has enabled business to conduct questionable practices and to 

disregard environment standards. The resignation of Soeharto in 1998 brought about a 

change in the relationship between business, state, and Non-Governmental 

Organisations (NGOs). Businesses in Indonesia have been requested by NGOs to 

become environmentally and socially responsible business (Kemp, 2001). 

5.7 Summary 

The first section of this chapter presents the traditional culture of Indonesian society. As 

one of the biggest Muslim country in the world, there are also more than 300 ethnicity 

in Indonesia. However, the most of Indonesian is Javanese. Therefore, the Javanese 

culture is dominated in Indonesia both in a daily life and also in government. The 

history of Indonesia shows that the abundant natural resources, tropical climate which 

suitable for farming, and fertile soil, were succeed to attract the colonial. First colonial 

was the Dutch who become the longest colonial in Indonesia. The Dutch proofed has a 

long good relationship with the kingdom in Indonesia because they have different 

interests. Dutch colonial only has economic interest while the kings in Indonesia want 

power. This gap then was utilized by the Dutch colonial to fulfil their economic interest.  

After the long period of their position in Indonesia, Japan came and occupied 

Indonesia. The Japanese occupations can las in Indonesia because of the propaganda by 

the Japanese. Japan positions itself as a saviour for Indonesia and fully supports the 

independence that the Javanese have long dreamed of. However, the only things that 

Japanese army wanted was being able to control all of the Asia countries. The events of 
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Hiroshima and Nagasaki that attacked by the allied forces was utilized by the 

Indonesian to gain its independence. This context of Indonesia is useful as source to 

understand the role of SOEs in Indonesia in the history of Indonesian businesses. 

From above discussion it can be seen that there are three key players in 

Indonesia businesses. First is the Indonesian SOEs that dominated the businesses in the 

early of independence era. Second, is cooperative as an intermediary for the government 

in assisting communities in rural areas in the context of economic development. Third is 

the private sectors that in the Old order era most of the conglomerates have a close 

relationship with Suharto. Above discussion also shows that the most of the Indonesian 

SOEs are the product of Dutch colonial by the time the Dutch colonial implement 

ethical policy. The Indonesian SOEs also the result of the nationalization movement 

undertaken by the Indonesian government in eliminating foreign companies. However, 

the lack of human resources impact on the economic performance of SOEs. Because 

SOEs are subsidized by the government budget, when economic problems occur, SOEs 

also became one of the causes of the deterioration of the Indonesian economy in late 

1964.  

Meanwhile in private sector, above discussion show that the New Order 

government has different perspectives in terms of foreign investments. If Sukarno 

dislike foreign investment and tried to eliminate it from Indonesia, Suharto proofed 

friendlier. However, the foreign investment was not opened to all industries. The New 

order government only open the foreign investment that supports the target of economic 

development in every REPELITA. This is reflected that in the first REPELITA, the new 

order government only open the opportunity in chemical industry. The reason was 

because the target of first REPELITA to the third REPELITA was a development in the 

agricultural sector so the government needs a fertilizer distribution to support this 

sector. Sadly, beside its success in achieving food self-sufficient and in economic 

development, Suharto also proved to have a good relationship with the conglomerates, 

but not in a good way. The conglomerates have access to the new order government 

which only benefits their party not to the society at large. This is the beginning of the 

collapse of the New Order government.  
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CHAPTER 6 

SOCIAL REPONSIBILITY THROUGH THE INDONESIAN 

STATE-OWNED ENTERPRISES (SOE) 

 

6.1 Introduction 

Since independence, SOEs have performed an important role in the Indonesian 

economy. Since the New Order era, the Indonesian government has utilized SOEs for 

economic development. The Indonesian Basic Law states that SOEs have two purposes: 

to gain economic benefits and achieve social goals. Therefore, since 1983, as the owner 

of SOEs the Indonesian government carries out its social goals through Government 

Regulation No. 3/1983 which requires SOEs to provide assistance for SMEs in the form 

of capital assistance as well as management training. This is very important, as the 

majority of   entrepreneurs in Indonesia in this period are SMEs. Since the enactment of 

this regulation, the Indonesian government through SOEs has become a key actor in 

CSR implementation.  

To explore the role of the Indonesian government as a key actor in CSR 

implementation in Indonesia, this chapter is divided into two sections. The first section 

discusses the role of the Indonesian government as a CSR key actor in the New Order 

era, paying particular attention to the enactment of Government Regulation No. 3/1983. 

The next section discusses CSR activities undertaken by the Indonesian government 

through partnership and community development which is compulsory for all SOEs. 

6.2 The Indonesian Government Social Responsibility through State Owned- 

Enterprises (SOEs) and Cooperatives in New Order Era 

The Indonesian government’s social responsibility started with the engagement between 

Indonesian SOEs, cooperatives, and small enterprises. The New Order government 

identified three problems faced by small enterprises: capital, marketing, and 

management (State Ministry of National Development Planning, 1969-1993). To help 

overcome the capital problem, since the first REPELITA, the Indonesian government 

designed a credit scheme for small entrepreneurs that can be accessed through 

cooperatives. Rather than state banks, the Indonesian government chose cooperatives 

because cooperatives can reach small entrepreneurs in the villages. Another reason for 

choosing cooperatives was because most small entrepreneurs do not have legal entity 

which is a requirement to get credit from a bank. In addition, the Indonesian 
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government also created two SOEs that have the task of providing credit for small and 

medium enterprises (SMEs). However, these SOEs did not play a full role until the 

second REPELITA.  

To overcome the problem of goods distribution and services faced by small 

enterprises, the Indonesian government issued Presidential Decree No. 14A/1980. The 

Indonesian government realized that the largest consumer of goods and services in this 

era is government. Therefore, to support small enterprises, the Indonesian government 

required all government institutions, including all ministries, SOEs, state-banks, and 

other government agencies, to give small local enterprises and cooperatives preference 

in the supply of goods and services, and also to use domestic goods and services. 

Similar obligations were imposed on local government. When the Decree was greeted 

by an insufficient response, the government issued Government Regulation No. 3/1983 

outlining the purpose of Indonesian SOEs in supporting the development of Indonesian 

businesses. The new regulation stated that Indonesian SOEs have the following 

objectives: 

1. Contribute to the economic development of the country in general and the state's 

revenue in particular 

2. Foster profits or income 

3. Conduct public benefit in the form of quality goods and services, adequate for the 

livelihood of many people 

4. Become a pioneer of business activities that cannot be implemented by the Private 

Sector and Cooperatives 

5. Conduct business activities that complement the activities of Private enterprise and 

Cooperatives by providing, among other things, the needs of the community, both 

in the form of quality goods and services  

6. Actively provide guidance to the Private Sector, especially to the weaker economic 

entrepreneurs and Sector Cooperatives 

7. Actively carry out and support the implementation of government programs in the 

field of the economy and development in general 

In the implementation of the new regulation, the Indonesian government also 

created a program entitled, “Small Enterprise Development”, or Pembinaan Usaha 

Kecil. This program not only encouraged SOEs to utilize the services of small 

enterprises, it also required them to act as a “foster father (bapak angkat)”, providing 

them with assistance in managerial and distributive functions. An example of this 

program, as stated in the president’s official speech in 1984, was PT. Krakatau Steel, a 
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supplier of raw materials and one of Indonesia’s SOEs and also the only steel factory in 

Indonesia at that time, becoming a foster father for SMEs in the field of forging and 

metal casting. The Indonesian government was also targeting big companies to become 

foster father for SMEs to maximize the program. In the beginning of 1984, the 

Indonesian government recorded that as many as 69 SOEs and corporations become a 

foster father to SMEs. 

For marketing purposes, the Indonesian government also facilitated and 

established special economic zones in the form of “Small Industrial Environments” or 

Lingkungan Industri Kecil (LIK), “Small Industrial Villages” or Perkampungan Industri 

Kecil (PIK), and “Medium Small Industrial Enterprises” or Sarana Usaha Industri Kecil 

(SUIK). Within these zones, 35 SOEs became “foster fathers” for small enterprises. 

Such programs proved modestly successful. Between 1983 and 1987, the number of 

Indonesian small enterprises rose from 1.6 million to 1.8 million. Exports by small 

enterprises also grew by 31.23 percent to US$672,879 (Pidato Kenegaraan, 1983; Nota 

Keuangan, 1987/88). 

Table 6.1 Export in Small Industry from 1983 to 1987 

Year Units 
Volume  

(In tons) 

Value  

(In thousand Dollar) 

Labor  

(People) 

1983       1,554,870           79,778         136,766     4,423,844  

1984       1,570,744           97,826         214,091     4,702,067  

1985       1,664,814         110,732         247,524     5,259,024  

1986       1,717,941         110,432         322,115     6,533,336  

1987       1,794,100         582,515         672,879     5,703,138  

Source: State Ministry of National Development Planning, Pidato Kenegaraan tahun 

1983; Ministry of Finance, Nota Keuangan tahun 1988/1989 

A perhaps more significant impact of government policy was found in the 

growth in the number of, and membership in, rural cooperatives, as the government 

tried to direct the sale of village produce through local cooperatives rather than through 

money-lenders, or “lintah darat”, who had historically acted as rural middlemen. This 

expansion is indicated in Figure 7.1, which records growth in the number of 

cooperatives of agricultural (including fishing) and non-agricultural produce between 

1968 and 1981. Whereas the former grew by 96 per cent, the latter expanded by a more 

modest 59 per cent (Ministry of Finance, 1969/70-1994/95). 
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Figure 6.1: Member’s Growth of Indonesian Primary Cooperatives from 1968 to 

1981 

 

Source: State Ministry of National Development Planning, Pidato Kenegaraan tahun 

1973, 1978, 1983 

The increasing number of Primary Cooperatives is also a key indicator of the 

government’s success in developing agriculture, given that rural cooperatives became 

the primary means through which the government distributed fertilizer and rice seeds; 

fertilizers that became available in large part because of the manufacturing priorities 

spelt out in the various PELITAs. The success of such programs can be seen in rice 

production and imports as shown in Table 6.2. Historically a major rice importer, 

Indonesia grew 126,560 million tons in the first PELITA (1969-73) and imported 4,543 

million tons. During the fourth PELITA (1984-88) it grew 198,651 million tons and 

imported only 183 million tons. In 1985, for the first time in modern history, the nation 

achieved self-sufficiency in rice, a status it has maintained ever since with Indonesia 

moving from being a net importer to a net exporter (REPELITA I-IV; Nota Keuangan 

(in various years)).  
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Table 6.2: Harvest Area, Total Production, and Rice Import from 1969 to 1985 

Year 
Rice 

Area (ha) Production (in MT) Import (in MT) 

PELITA I    

1969          8,014          23,556            796  

1970          8,135          25,170            764  

1971          8,325          26,392            524  

1972          7,898          23,351         1,234  

1973          8,404          28,091         1,225  

PELITA II    

1974          8,508          29,377         1,137  

1975          8,495          29,201            670  

1976          8,368          23,301         1,506  

1977          8,359          23,347         2,308  

1978          8,929          25,771         1,277  

PELITA III    

1979          8,803          26,292         2,606  

1980          9,005          29,652         1,196  

1981          9,382          32,774            438  

1982          8,989          33,584            508  

1983          9,163          35,303         1,104  

PELITA IV    

1984          9,763          38,136            183  

1985          9,903          39,033               -  

Source: State Ministry of National Development Planning, Pidato Kenegaraan tahun 

1973, 1978, 1983, 1988; Ministry of Finance, Nota Keuangan tahun 1974/1975, 

1979/1980, 1984/1985, 1989/1990 

To build on its earlier success, on 11 November 1989 the Indonesian 

government issued Ministerial Decree No. 1232/KMK.013/1989, which rebadged its 

program of supporting small enterprises and cooperatives as “Small Entrepreneurs and 

Cooperatives Development”, or “Pembinaan Pengusaha Ekonomi Lemah dan Koperasi 
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(PEGELKOP)”. The new regulations required all SOEs to set aside one to five percent 

of their net profit, which was then used to improve the managerial skills in small 

enterprise and cooperatives through training and workshop programs. The positive 

effects of this can be seen in Table 7.3. A marked improvement in the export 

performance of small enterprises between 1988 and 1991, most particularly for clothing 

and leather, which saw exports by small enterprises rise by 235 per cent to US$853,055. 

Overall, exports by small enterprise expanded by 74 per cent to US$1,668,045 (Ministry 

of Finance, 1969/70-1994/95).  

Table 6.3: Export Volume (in Thousand Tons) and Value (in Thousand Dollars) in 

Small Industry from 1988 to 1991 

Industry 
1988 1989 1990 1991 

Volume Value Volume Value Volume Value Volume Value 

Food       550  100,942         895     117,850        756     157,104        558    162,110  

Clothing 

and 

leather 

        25  254,411           32     385,669          42     616,998           57    853,055  

Chemical 

& 

building 

material 

       102    96,801         107      56,836         144       79,632        304     322,160  

Handicraft          25  503,843           45     459,634           62     302,333           57     330,720  

Total        702  955,997      1,079  1,019,990  1,004  1,156,067        976  1,668,045  

Source: Ministry of Finance, Nota Keuangan tahun 1993 

A further expansion of government support for small enterprises and 

cooperatives occurred on 14 February 1991 with the launch of a new program, namely 

“Foster Father and Business Partnership Movement” or “Gerakan Keterkaitan Bapak 

Angkat dan Mitra Usaha”. This program encouraged large private-sector companies to 

also act as “foster fathers”. Simultaneously, SOEs were instructed to act as mediators 

between SMEs, cooperatives and large private-sector companies so as to encourage 

networking opportunities. By October 1992, the Indonesian President reported in his 

official speech some 10,661 large enterprises had become “foster fathers for 78,560 

small enterprises. A separate governmental financial support program gave assistance to 

cooperatives engaged in craft manufacture, or “Koperasi Industri Kerajinan Rakyat 
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(KOPINKRA)”. Under this initiative, three government departments - the Ministry of 

Trade, the Ministry of Industry, and the Ministry of Labour – all provided assistance, 

the government reporting that 2,833 village cooperatives, or Koperasi Unit Desa 

(KUD), benefited, receiving a total of 51.4 billion rupiah (State Ministry of National 

Development Planning, 1969-2000).  

On 27 June 1994, through Ministerial Decree No. 316/KMK.016/1994, the 

Indonesian government changed the name of its assistance program to “Small 

Enterprises and Cooperatives Development”, or Pembinaan Usaha Kecil dan Koperasi 

(PUKK). Under this policy, SOEs not only had to provide managerial and marketing 

assistance, but also needed to provide technological assistance so that product quality 

from small enterprises and cooperatives would meet export requirements. Support for 

small enterprises and cooperatives was also reflected in training and workshops 

provided through the state research and development agency; training directed towards 

increased small enterprise familiarity with improved technology. Table 7.4 shows that 

between 1992 and 1997, some 113,700 small enterprises and 27,100 cooperatives 

benefited from this latter program, which the government supported with an expenditure 

of 930.7 billion Rupiah (State Ministry of National Development Planning, 1969-2000). 

Table 6.4: Partnership Program from 1992 to 1997 

Year 
Number of 

SOEs 

SMEs Cooperatives 

Total 

Members 

(Peoples) 

Funds 

(In billion 

Rupiah) 

Total 

Units 

Funds 

(In billion 

Rupiah) 

1992 136          21,012                 81.9  8,430                 58.6  

1993 127           36,035               180.1  16,364                118.7  

1994 150        39,993               230.3  18,791                135.7  

1995 135          69,053                398.2  21,878                184.0  

1996 152          95,496                572.3  24,707                223.8  

1997 142         113,650                670.4  27,092                260.3  

Source: State Ministry of National Development Planning, Pidato Kenegaraan tahun 

1998 

In 1998, the Suharto regime carried out what was to prove to be the final 

changes to the administration of SOEs under the New Order. Under Presidential Decree 

No. 101/1998 a special Ministry of SOEs was established to oversee all of the nation’s 
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163 SOEs, including those in banking and finance. However, almost immediately, 

SOE’s in banking were transferred back to the Ministry of Finance under Government 

Regulation No. 98/1998. In September 1998, the small-business partnership program 

was renamed the “Partnership and Community Development Program” or Program 

Kemitraan dan Bina Lingkungan (PKBL). 

6.3 Partnership and Community Development through Indonesian State 

Owned-Enterprises 

Given the long-term orientation of Indonesian policy towards small enterprises and 

cooperatives, the falling share of national wealth generated by such firms in the years 

that immediately followed the New Order’s collapse threatened many of the 

underpinnings of Indonesian society, much of which had never operated on a strictly 

commercial basis. Any possibility of remediation was, however, curtailed by political 

instability. Following the holding of democratic elections in mid-1999, a dismantling of 

many of the structures and practices of Soeharto’s New Order began under the 

Presidencies of first Abdurrahman Wahid (1999-2001) and then Megawati Sukarnoputri 

(2001-2004), the daughter of Sukarno. Organizationally, oversight of the SOEs was 

shifted first one way, then another. Following the passage of Government Regulation 

No. 89/2000, the Ministry of SOEs that had been established in the final period of the 

Soeharto regime was dissolved. All SOEs – other than the railways, which were placed 

under Ministry of Transport supervision – were then placed under the control of the 

Ministry of Finance. When Megawati replaced Wahid in 2001, this reform was 

promptly reversed with Government Regulation No. 64/2001 placing all SOEs back 

under the control of a reconstituted Ministry of SOEs (Abeng, 2001).  

Despite the political and legislative instability noted above, there has 

nevertheless been, in terms of the social responsibility focus of Indonesian SOEs, far 

more continuity than discontinuity. Although the Basic Constitution 1945 has been 

amended four times since 1998, including changes to article No. 33, SOEs not only 

retain their commanding position in the economy, they also remain legally obligated to 

carry out their functions in ways that foster social objectives. Far from retreating from 

its social orientation in economic policy, the Indonesian government has extended and 

deepened its commitments in a number of key areas. This trend was particularly 

pronounced under the ten-year Presidency of Susilo Bambang Yudhoyono (2004-2014). 

Prior to his Presidency, the Indonesian government had long provided a range of small 

enterprises and cooperatives with low interest loans through the various State Banks. 
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The most common forms of such credit - Usaha Rakyat (KUR) and Kredit Ketahanan 

Pangan dan Energi (KPPE) – were specifically intended for farmers and fisheries or 

other loan scheme such as Program Nasional Mandiri Pedesaan (PNPM) for small and 

medium entrepreneurs. One of the deficiencies of such programs was that they failed to 

provide for the needs of small enterprises or cooperatives that did not have legal status 

which means no access to those credit facilities. The Indonesian Bureau of Statistics 

(2013) recorded that in 2013 some 15.8 million small enterprises fell into this category.  

To assist SMEs, in 2008 the Susilo Bambang Yudhoyono (SBY) government 

issued Law No. 20/2008. Broadly, this law did two things. First, it categorized all 

enterprises into four categories based on net assets and annual sales: for “micro” 

enterprises the maximum net assets should be 50 million rupiah with total annual sales a 

maximum of 300 million rupiah; “small” enterprises should have net assets between 50 

million rupiah and 500 million rupiah with total sales between 300 million rupiah and 

2.5 billion rupiah per year; and “medium” enterprises should have net assets between 

500 million rupiah and 10 billion rupiah with total sales between 2.5 billion rupiah and 

50 billion rupiah annually. Meanwhile, all companies that have net assets above 10 

billion rupiah with total sales above 50 billion rupiah per year are categorized as “large” 

enterprises. Table 7.5 indicates, by tracing the economic performance of all four 

categories between 2009 and 2013, in the first year of the new law’s operations 

“micro”-enterprises made up 98.88 per cent of all Indonesian enterprises (excluding the 

oil and gas sector) and provided jobs for 90.97 per cent of the workforce. Second, it 

decreed that all SOEs had to conduct their affairs in accordance with the dictates of a 

new Partnership and Community Development Program or “Program Kemitraan dan 

Bina Lingkungan” (PKBL). As the Program’s title suggests, PKBL involved SOEs 

entering into both “partnerships” with most small enterprises, most particularly micro-

enterprises, and new community-development programs. SOE “partnership” programs 

were specifically directed towards firms lacking in legal status, who were given the 

option of becoming “trained partners” or “mitra binaan”, of SOEs. As stated in the 

PKBL regulation, this allowed the “trained partner” to utilize financial support from the 

SOE as working capital, or for the purchase of equipment that would either increase 

productivity or assist in meeting orders. 
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Table 6.5: Economic Performance of Indonesian Enterprises from 2009 to 2013 

Category 
Year 

2009 % 2010 % 2011 % 2012 % 2013 % 

Units 52,769,426 100 54,119,971 100 55,211,396 100 56,539,559 100 57,900,787 100 

Micro Enterprises 52,176,771 98.88 53,504,416 98.86 54,559,969 98.82 55,856,176 98.79 57,189,393 98.77 

Small Enterprises 546,643 1.04 568,397 1.05 602,195 1.09 629,418 1.11 654,222 1.13 

Medium Enterprises 41,336 0.08 42,008 0.08 44,280 0.08 48,997 0.09 52,106 0.09 

Large Enterprises 4,676 0.01 5,150 0.01 4,952 0.01 4,968 0.01 5,066 0.01 

Labor (peoples) 98,885,997 100 100,991,962 100 104,613,682 100 110,808,155 100 117,681,244 100 

Micro Enterprises 89,960,695 90.97 91,729,384 90.83 94,957,797 90.77 99,859,517 90.12 104,624,466 88.90 

Small Enterprises 3,520,497 3.56 3,768,885 3.73 3,919,992 3.75 4,535,970 4.09 5,570,231 4.73 

Medium Enterprises 2,712,431 2.74 2,740,644 2.71 2,844,669 2.72 3,262,023 2.94 3,949,385 3.36 

Large Enterprises 2,692,374 2.72 2,753,049 2.73 2,891,224 2.76 3,150,645 2.84 3,537,162 3.01 

GDP at constant price 2000 

(In billion Rupiah) 
2,089,058.5 100 2,217,947.0 100 2,377,110.0 100 2,525,120.3 100 2,670,314.8 100 

Micro Enterprises 682,259.8 32.66 719,070.2 32.42 761,228.8 32.02 790,825.6 31.32 807,804.5 30.25 

Small Enterprises 224,311.0 10.74 239,111.4 10.78 261,315.8 10.99 294,260.7 11.65 342,579.2 12.83 

Medium Enterprises 306,028.5 14.65 324,390.2 14.63 346,781.4 14.59 366,373.9 14.51 386,535.1 14.48 

Large Enterprises 876,459.2 41.95 935,375.2 42.17 1,007,784.0 42.40 1,073,660.1 42.52 1,133,396.1 42.44 

Total Export (In billion Rupiah) 953,089.9 100 1,112,719.9 100 1,140,451.1 100 1,185,390.9 100 1,161,327.5 100 

Micro Enterprises 14,375.3 1.51 16,687.5 1.50 17,249.3 1.51 15,235.2 1.29 15,989.5 1.38 

Small Enterprises 36,839.7 3.87 38,001.0 3.42 39,311.7 3.45 32,508.8 2.74 32,051.8 2.76 

Medium Enterprises 111,039.6 11.65 121,206.4 10.89 130,880.8 11.48 118,882.4 10.03 134,071.4 11.54 

Large Enterprises 790,835.3 82.98 936,825.0 84.19 953,009.3 83.56 1,018,764.5 85.94 979,214.8 84.32 

 Source: Ministry of Cooperatives and SMEs, Statistik Koperasi dan UMKM di Indonesia tahun 2009, 2010, 2011, 2012, 2013 
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A major difference between the PKBL Programs implemented in 2008 in 

comparison with earlier initiatives is that they were systematically evaluated; 

evaluations that led to several amendments to legislative regulation. Unlike earlier 

programs, where deficiencies only tended to come to light following systematic 

financial problems, the results of these evaluations were made publicly available. Such 

published results provided mixed results. As is indicated in Table 7.6, which records the 

most recent results of this program (per December 2013), only 49.43 percent of the 

592,176 “trained partners” who received assistance were found to be in a “good” 

financial position. Of the funds invested, 42.5 percent were found to be in an impaired 

state, being categorized as either “bad” or “troubled” (Ministry of State Owned 

Enterprises, 2015). To the extent that such results are surprising, they are remarkable 

not for the fact that half the recipients were impaired to some degree but rather that half 

were not. Recipients were, after all, not only micro-enterprises previously beyond the 

skein of financial assistance, other than rural moneylenders, they also enjoyed no formal 

legal status. That SOEs were obliged to partner such firms speaks to the continued 

emphasis within the Indonesian body politic of social objectives over commercial gain. 

Table 6.6: Partnership Performance (per 31 December 2013) 

Credit Category Total Funds (in million rupiah) Trained Partners 

Good  2,871  292,708  

Less Good 483  36,865  

Doubtful 222  14,037  

Bad 1,690  151,503  

Troubled 952  97,063  

Total 6,219  592,176  

Source: Ministry of State Owned Enterprises (2015) 

Whereas the “Partnership” component is designed for SMEs, Community 

Development is an empowerment program to help local communities in areas where 

SOEs operated. Typically, such local programs involved what can be described as 

philanthropy activities: assistance in the case of natural disaster, education and health 

assistance, infrastructure provision, building places of worship, nature conservation, and 

social assistance in alleviating poverty. Under the PKBL scheme, each SOEs 

community development initiatives need to be properly budgeted and fully authorized 

by its Board of Directors at its Annual General Meeting. In 2014, the Ministry of SOEs 
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reported that 110 SOEs committed a total of 808 billion rupiah to the Community 

Development Program, a figure that represented 0.53 percent of SOEs’ net profit 

(Ministry of State Owned Enterprises, 2015).  

The election of Joko Widodo as President, brought about a major expansion of 

the PKBL scheme. Following the issuance of Ministerial Decree PER-07/MBU/05/2015 

in May 2015, in conjunction with Ministerial Decree PER-09/MBU/07/2015 of July 

2015, three major changes were implemented. First, SOEs were required to increase 

their budgetary commitment to the Partnership and Community Development program 

to four percent of their net profits. Second, training and workshops for “trained 

partners”, previously under the Partnership Program, now came under the Community 

Development program. Finally, assistance was restricted to micro or small-enterprises 

as categorized in Law No. 20/2008, a reform clearly designed to reduce the level of 

impaired loans. 

Figure 6.2: Illustration from PKBL Regulation PER-09/MBU/2015 

  
The annual meeting decided the 
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partnership, 40 percent for 

community development 
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Net profit: 1 billion 

 
 

 

 

   
Partnership program: 

 
Community Development program: 
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  Training and workshop 
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Source: Ministry of State-Owned Enterprises, Ministerial Decree PER-09/MBU/2015 

The enactment of amendments to the Company Act in 2007 also gives an 

impact to the Indonesian SOEs, particularly all SOEs that are categorized as “Persero” 

or Corporation. The Company Act 2007 requires all companies doing business in 

Indonesia to engage in CSR activities. This regulation then re-emphasized through Law 

No. 25/2007 and also Pernyataan Standard Akuntasi Keuangan (the Indonesian 

Statement of Financial Accounting Standard), that companies listed on the Indonesian 

Stock Exchange (IDX) should report their CSR activities in their Annual Report, or 

report CSR separately. 
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6.4 Summary 

This chapter discusses the role of the Indonesian government as a key driver for CSR 

implementation in Indonesia. The discussion shows that, through the enactment of 

Government regulation, the Indonesian government has become the key actor in CSR 

implementation. In the New Order era, the success of this role was the achievement of 

food self-sufficiency in the year 1984. A positive impact was felt when the economic 

crisis hit Indonesia in 2008. Empirical evidence shows that one of the reasons that the 

Indonesian economy recovered so quickly was because SMEs were not affected by the 

economic crisis. Most of the materials used by SMEs are locally available, while their 

products were exported. Therefore, when the value of the US dollar increases, SMEs 

benefit. 

The study also found that although Indonesia is entering a new political era, 

government remains consistent in its role as a key actor in CSR activities. This can be 

seen from the revision of government regulations on partnership and community 

development activities. Despite the change of SOEs ownership through privatization, 

every SOE is still obliged to conduct its CSR activities based on a Ministerial Decree 

for all SOEs that are entirely owned by government and based on the Company Act 

2007 and Law No. 25/2007 for SOEs that are listed on the IDX. 
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CHAPTER 7 

SOCIAL RESPONSIBILITY IN INDONESIAN PRIVATE 

SECTOR 

 

7.1 Introduction 

Since the enactment of the Company Act in 2007, CSR activities have become 

compulsory for all companies having businesses in Indonesia. For companies that listed 

on the Indonesian Stock Exchange (IDX), the requirement to implement CSR activities 

is ratified in Law No. 25/2007 regarding Capital Investment. In 2012, the Indonesian 

government showed their seriousness in engaging the private sector in CSR 

implementation by issuing government regulation No. 47/2012. Interestingly, it also 

stated in those regulations that companies which do not comply with those regulations 

and do not engage in CSR activities will be sanctioned according to the law where the 

violations were committed. Therefore, the first things that will be shown in this chapter 

is the regulation framework for CSR in Indonesia.  

In the next section, this chapter will discuss the implementation of CSR for all 

companies that are listed on the IDX. Based on the Company Act 2007 and Law No. 

25/2007, 530 companies listed on the IDX are also required to issue their Annual Report 

according to the Indonesian Financial Accounting Standard (PSAK). In supporting 

government policy regarding compulsory CSR activities, the Institute of Indonesian 

Chartered Accountants, or “Ikatan Akuntan Indonesia”, requires all listed companies to 

perform and disclose their CSR activities; a requirement outlined in the Indonesian 

Financial Accounting Standards (PSAK), Number 1 (Line nine). Based on the 

information on their website, this study found that 129 companies did not provide their 

Annual Report on their website. From 401 companies that provided their Annual Report 

on their website, the empirical evidence suggests that 92 percent of those companies 

stated their CSR activities in their Annual Report and only 8 percent did not. It is also 

found that 60 companies issued their CSR reporting separately from their Annual 

Reports. 

7.2 CSR Regulation in Indonesia 

7.2.1 The Indonesian Hierarchical Legislation System 

Before we start to discuss the regulation framework of CSR in Indonesia, it is important 

to understand first the Indonesian legal system. As part of the reformation era in 
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Indonesia, the system was decentralized to give authority to local provincial and district 

governments to issue local regulations. However, these local government regulations 

should be in line with central state laws and regulations, because Indonesia’s regulatory 

system adopts a hierarchical approach where the lower order (local government) 

regulations are not allowed to contradict those from the higher level (central 

government) of regulation. Therefore, the central government through the Indonesian 

Domestic Ministry has the right and authorization to revoke a local regulation if the 

regulation is considered not in line with the central state government. Figure 8.1 

illustrates Indonesia’s regulatory system. 

Figure 7.1: The Indonesian Hierarchical Regulation System 

 

Source: Rahardjo (2006)  

Figure 8.1 shows that the Indonesian legal system starts with the Indonesian 

Basic Constitution 1945 as the basis of laws and regulations. All laws, government 

regulations, up to ministerial decrees should be in line with the fundamental basics of 

the constitution. Since its issuance in 1945, the Indonesian Basic Constitution has been 

amended four times. The amendments were intended to limit a President’s power due to 

the experience of the President Suharto regime that lasted for 33 years, and also capture 

the authority of local government in the decentralization process. The highest 
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(DPR) or the State Legislative Assembly to be discussed and approved before the 

government can finally issue the laws. However, the Central Legislative itself can issue 

laws if the situation is urgent. Moreover, all laws in Indonesia do not include procedures 

or guidance on implementation. All the guidance and procedures are stated in either 

Government Regulations or Decrees that are issued by the President or the Ministers. 

Local governments are able to issue local government regulations in the provinces or 

districts. The draft local regulations should be first submitted to the local legislative 

assembly for discussion and approval before the local government can implement them 

in their own territory. However, all local regulations should be in line with central 

government regulations. 

7.2.2  Problems and Debate 

Significantly, although in most countries CSR remains a voluntary matter, since the 

issuance of the 2007 amendment to the Company Act No. 40/2007, a law that revised 

Company Act No. 1/1995, the carriage of CSR programs in Indonesia has been 

compulsory. Article 74 also explains in more detail the obligations companies have in 

undertaking CSR activities. It states that: 

1. All Companies doing business in the field and/or in relation to natural resources 

must put into practice Environmental and Social Responsibility; 

2. The environmental and Social Responsibility contemplated in paragraph (1) 

constitutes an obligation of the Company which shall be budgeted for and 

calculated as a cost of the Company’s performance and which shall be executed 

with due attention to decency and fairness; 

3. Companies which do not put their obligation into practice as stated in paragraph (1) 

shall be liable to sanctions in accordance with the provisions of legislative 

regulations; 

4. Further, provisions regarding Environmental and Social Responsibility shall be 

stipulated by Government Regulation. 

This regulation highlights that CSR activities are required for companies that 

have business activities related to natural resources. This then becomes a debate as to 

whether CSR means it is only required for companies whose business activities utilize 

natural resources, for example, a mining company, or whether it applies to companies 

whose business activities are directly in contact with natural resources. The ambivalence 

about this CSR obligation lasted for several years until the Indonesian government 

finally issued Government Regulation No. 47/2012 regarding CSR implementation. 
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According GR No. 47/2012, a company that conducts its business activities in 

natural resources is a company whose business activities are managing and utilizing 

natural resources. Furthermore, the regulation also explains that what is meant by a 

company that conducts its business activities related to natural resources is a company 

that does not manage and does not utilize natural resources, but its business activities 

have an impact on the function of natural resource capability including on 

environmental conservation. This then is the basis of the mandatory implementation of 

CSR activities for all companies and not limited to companies that utilize natural 

resources as the main raw material in its operational activities. It is because almost no 

company operates without having either social or environmental impact. Every 

economic activity undertaken by people will always bring risks to nature, natural 

resources, and man himself as a social group. The results of operations in the economic 

form of production are often not balanced by the risk economy, which is reflected in the 

impact on nature and social life. Any economic activities over time will always 

experience and face environmental change.   

Perhaps unsurprisingly, the initial reaction by the business community to state-

mandated CSR programs was negative. A judicial review, Case No. 53/PUU-VI/2008 

was promptly launched in the Indonesian Constitutional Court to have the new laws 

declared null and void. Behind this legal challenge were two main groups. The first 

group was comprised of representatives from three peak councils: the Indonesian 

Chamber of Commerce (KADIN), Indonesian Young Entrepreneur Association 

(HIPMI), and the Indonesian Business Women’s Association (IWAPI). Making up the 

second group were the Presidents and / or Directors of three large companies: PT. Lili 

Panma, PT. Apac Centra Centertex, Tbk, and PT. Kreasi Tiga Pilar. In launching the 

legal review, business interests expressed two concerns. Firstly, they argued CSR 

should be voluntary not compulsory. Second, it was suggested that CSR regulations 

could be misused by certain elements to improperly extract money from companies, 

thereby undermining the willingness of foreign investors to invest in Indonesia. The 

business group plays an important role in providing investment in the national economy 

and provides structural power to the business lobby. Business tried to use this position 

to alarm the public that mandatory CSR could prompt capital flight from Indonesia. 

Furthermore, this group was able to exploit their connections with senior political 

figures. Indonesia’s business leaders have enjoyed a long, close relationship with 

government officials in order to secure access to subsidized credit, import licenses and 

other forms of state largesse (Leuz & Oberholzer-Gee, 2006). Hence, Indonesia’s 
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prominent business figures played an important role in the government and political 

parties after the collapse of the New Order regime, including former Vice President 

Jusuf Kalla and President Yuhoyono’s Coordinating Minister of People’s Welfare, 

Aburizal Bakrie, which together formed the head of the Golkar Party. Jusuf Kalla and 

Aburizal Bakrie were influential figures from politics that assisted the business group in 

influencing the drafting of the two controversial CSR laws. The power these 

representatives yielded was crucial in making the CSR provisions in Law No. 40/ 2007 

more amenable to their collective interests in the lead-up to the regulation’s acceptance 

by Parliament, and in shaping both the content and timing of the laws on 

implementation, as related to Article 74 (Rosser & Edwin, 2010).  

Meanwhile, Business Watch Indonesia (BWI), the NGO that is actively 

involved in monitoring business practices, argued that a mandatory approach to CSR 

was required for Indonesia to make the companies more accountable for their negative 

social and environmental impacts. They believed that many companies operating in 

Indonesia had a lack of concern over issues such as environmental impact, occupational 

health and safety for workers and community development, and rarely took actions to 

ensure that their operations did not harm their employees and the local community. In 

this regard, businesses often fail to compensate affected individuals for their harmful 

activities. According to Rosser and Edwin (2010), this NGO proposed the identification 

of those who should be held liable for any negative externalities produced by corporate 

activities. Their support for the mandatory approach became evident as such 

externalities involved the local community and workers, while the companies involved 

attempted to maximize their profits. However, in terms of power, the NGO group is the 

weakest in Indonesia with limited resources and power to influence the policy making 

process. This group also lacks connections to the central government and legislative 

assembly, reflecting the poor relationship the group has with Indonesia’s major political 

parties and its leaders. The group is heavily involved in public debates, lobbying 

activities, public demonstrations and efforts to improve policies. Most protests come 

from members of local communities who have felt victimized by companies’ damaging 

environmental and social impacts. These cases have inspired the NGOs to demand a 

mandatory CSR approach in Indonesia’s laws. 

The legislative members in Parliament and Government at national and local 

levels are the group that directly drafted the law. Rosser and Edwin (2010) indicate that 

inside this group there are “predatory elements”, referring to political and bureaucratic 

figures both national and local who wish to exploit CSR for their own interests. This 
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group generally supported the mandatory approach to CSR, but for different reasons to 

those held by NGOs and the local communities. In the public debates, this group often 

supported the NGO argument that a mandatory approach is necessary to ensure that the 

big foreign and domestic companies act responsibly. But in reality, the real interest of 

this group is in how to use the companies’ wealth in CSR for the needs of political 

parties and bureaucratic officials, the predominantly pribumi businesses that have links 

with the political powers, and the individuals and organizations that support their 

networks. Channelling CSR project contributions to those specific groups could assist 

them to maintain their political power in the region and their chances of re-election 

(Rosser & Edwin, 2010). The rising support for mandatory CSR inclusion in legislation 

is also related to the gas mining activities of Aburizal Bakrie’s (a head of the Golkar 

political party) company, which caused a massive mud flow disaster in Sidoarjo, East 

Java. The mud flow damaged buildings, schools and farmland in a number of 

neighbouring villages and displaced thousands of people from their homes, the effects 

of which are still being felt (Muhtada, 2008; Schiller, Lucas, & Sulistiyanto, 2008). The 

widespread parliamentary support for mandatory CSR may have reflected the 

parliament’s desire to embarrass Bakrie and the Golkar party in the leadup to the 2009 

Parliamentary and Presidential elections, by underlining this case as an example of the 

lack of social responsibility of Bakrie’s company. In fact, Rosser and Edwin (2010) 

noted, before the Sidoarjo mud flow occurred in 2006, only one Islamic party faction, 

PKB (Partai Kebangkitan Bangsa) or National Awakening Party, supported mandatory 

CSR, due to their interests in generating CSR funds to support pesantren (Islamic 

schools) as their political basis. These short term electoral considerations then had been 

one factor attracting other parties to support the mandatory approach to drafting CSR 

law. 

The predatory behaviour in the legislative house and government in supporting 

mandatory CSR can be seen from their primary focus on the amount or the proportion 

of company revenues that should be set aside for CSR. The issue of how much the 

company should be required to spend on CSR was the main agenda of parliamentary 

discussion of this law. However, predatory elements in the parliament did not 

completely get their way, with their ambition being constrained by the Indonesian 

business group’s influence (Rosser & Edwin, 2010). The first proposal submitted by 

PKB directed that the companies set aside five per cent of their profits for CSR 

activities. However, a Golkar party member expressed concern that five percent was too 

high, that it would discourage investment if it was introduced. Finally, the committee 
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agreed to issue the new law with a simple requirement for CSR to set aside “a 

proportion of their profits” (sebagian laba). They hoped the implementation regulation, 

in the form of government regulation, would specify how much the portion should be, 

although the issued regulation, as explained earlier, does not mention a definitive 

portion. 

Within the national government, their interest to control CSR funds began right 

after the law was issued. In late May 2007, the Minister of Social Affairs, Bachtiar 

Chamsyah, gave his response to this law by stating to the press that CSR funds should 

not be under the control of regional governments because they would misuse the money, 

implying that they should flow instead to the central government (Fadillah, 2007). In 

addition, the minister argued that 3 to 4 percent of company profits set aside for CSR 

activities were “ideal”. Rosser and Edwin (2010) even noted the tension between the 

Ministry of Social Affairs and the Coordinating Ministry for Social Welfare to control 

the CSR funds, with the Ministry of Social Affairs arguing that CSR best fitted under its 

area of responsibility. The economic and political power held by the dominant business 

group had a victory in influencing the Limited Liability Company Law. The fact that a 

“voluntary core of CSR” prevailed in this “mandatory law” can be seen from the 

absence of sanctions for companies not conducting CSR, making the law unenforceable. 

Hence, the lack of a specific proportion that companies are required to set aside 

suggests that businesses tried to limit government involvement in managing their CSR 

funds. Amending the laws to add a sanction is difficult to achieve, given the country's 

fractured political party structure; that is, the presence of many different parties in 

Parliament and the fact that none of them controls a majority of votes. This means that 

legislation can only be amended after lengthy processes of coalition-building and 

“horse-trading” among the legislative members.   

After prolonged hearings, however, the Court rejected such challenges, finding 

that CSR is a flexible concept that allows each company to interpret it in different ways. 

The judges also observed that corporations whose operations had a direct environmental 

impact should also be responsible for that environment (Waagstein, 2011). However, 

the disputes regarding CSR regulation in Indonesia will be more interesting as now the 

draft CSR Law is at the hearing stage in the House of Representatives. If they passed 

this draft, then Indonesia will have specific laws governing CSR activities and it means 

that the mandatory of CSR no longer regulates under Company Act. This becomes 

interesting because the parties from business associations are getting ready to lodge an 

appeal to the constitution court if the House of Representative passes this draft. One 
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interviewee revealed that the business association has started to engage academics to 

support them in opposing the enactment of the Law. Meanwhile, the NGO group in 

Indonesia supports part of the enactment of this Law. They support the Law making 

CSR mandatory, but not the percentage that a company should spend for CSR activities. 

One of the former employees in the State Ministry of National Development Planning 

who now become SDGs ambassador for Asia Pacific told the researcher that now the 

draft of CSR law becomes an interesting topic. In one side, the business association are 

trying to get “help” from the academics so that they will not support bringing the 

legislation of CSR into law. The business association also prepare all the resources and 

the documents needed to take objection to the constitutional court to annul the 

enactment of the law if the House of Representatives pass the draft. On the other hand, 

the NGO group supports the enactment of CSR law. However, they do not agree for the 

government to set the cost for a company to implement CSR activities. 

7.2.3 CSR Regulation Framework 

Following the failure of the legal challenges in the Constitutional Court, CSR activities 

became compulsory for every company having businesses in Indonesia. The Company 

Act 2007 states that sanctions will apply for a company which does not carry out CSR 

activities in accordance with the provisions of legislative regulations. The best way to 

know more about all the regulations in Indonesia that relate to, or clearly specify, the 

requirement of CSR implementation is by categorizing them into core subjects in ISO 

26000, guidance for CSR. According to ISO 26000, companies are required to 

demonstrate compliance in seven core objectives: organizational governance, human 

rights, labour standards, environment, fair operating practices, consumer issues and 

community development. Table 8.1 shows all the Indonesian regulations that clearly 

state how a company should engage in CSR activities. Performance in each field is 

linked to a specific legislative provision, thereby highlighting CSR’s compulsory 

nature.   

According to ISO 26000, what is meant by organizational governance is a 

system which is created and run by an organization in achieving its objectives. All 

corporations must have processes, systems, and structures that allow implementation of 

CSR’s principles and practices. In line with institutional theory, ISO 26000 also 

highlights that the governance system in every company could vary, as it will depend on 

the industry and the size of company. However, accountability, transparency, ethical 

behaviour, respect for stakeholders’ interests, and legal compliance should be 

incorporated into decision making of CSR implementation related to organizational 
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governance. Indonesian regulations that relate to this core objective are Law No. 

20/2001 and Law No. 7/2006. Law No. 20/2001 regulates the abuse of power, bribery 

and collusion. In relation to accountability and transparency, article 41 highlights that 

public participation is also necessary in providing information related to the existence of 

corruption and also that the public has the right to any information that has been 

reported to the authorities within a period of 30 days. The Indonesian government will 

reward anyone who reports corruption. Meanwhile, Law 20/2001 regulates money 

laundering and includes money laundering for criminal acts, and specific regulations 

regarding banking and other financial institutions. Sanctions in the form of 

imprisonment up to 20 years with fines up to US$75,000 are applied to those who are 

proven to have committed corruption or money laundering. To implement this 

regulation, the Indonesian government created an independent organization named 

“Komisi Pemberantasan Korupsi (KPK)” in 2002. 

Although the state has an obligation to protect the human rights of every 

citizen, corporations have the same obligations as they have indirect power over all their 

employees. The company has a responsibility to maintain and respect human rights in 

carrying out its operations and within its broader range of influence. Human rights in 

ISO 26000 are inherent, inalienable, universal, indivisible, and interdependent. Law No. 

39/1999 regulates human rights in Indonesia and also several aspects that directly relate 

to CSR. These rights comprise: the core principle of human rights; right for self-

development; rights for justice; rights to freedom from slavery; rights to embrace any 

religion; rights in political views; rights to be free from fear; rights to be free from 

discrimination; rights to engage in a movement (in this case it is the labour movement); 

and, also, the right to express an opinion. 

Labour is one of the important stakeholders in a company. Therefore, labour 

practices are also important in maintaining a company’s sustainability. Labour practices 

in ISO 26000 cover all policies and implementation in, by, and on behalf of the 

company. It also includes responsibilities for work partly undertaken by others, such as 

sub-contractors. In practice, government is the primary party which has the 

responsibility in labour issues. If the government fails to make adequate legislation, a 

company should refer to international instruments; however, if national law exists, 

despite its inadequate enforcement, the company must still refer to national law. In 

Indonesia, there are three regulations that relate to labour practices. The first is Law No. 

13/2002 that regulates employment in Indonesia requiring equal access to jobs, non-

discriminatory treatment, access to training or workshops for self-improvement, not 
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allowing child labour, labour unions, safe working conditions, salary, and welfare. The 

second regulation is Law No. 24/2011 regarding employment social security. This 

regulation essentially authorizes the government to establish a body to organize a social 

security program in the fields of health and employment for all the employees. Law No. 

21/2013 is a regulation specifically for the trading and manufacturing industry.       

Corporations should be aware also, that environmental responsibility is part of 

social responsibility for its community and its environment. Therefore, a company is 

expected to be environmentally friendly in carrying out its operational activities by 

observing, conserving, and preserving the environment because environmental issues 

are a prerequisite for the survival and prosperity of our generation. Therefore, our 

generation is responsible for protecting the environment so as to enable future 

generation can enjoy a sustainable global environment. Indonesian Law No. 32/2009 

concerns environmental protection which is defined as a systematic and integrated effort 

undertaken to preserve environmental functions and prevent the occurrence of pollution 

and/or environmental damage including planning, utilization, control, maintenance, 

supervision and law enforcement. This law is made in order to preserve the function of 

the environment which includes three things: prevention, handling, and restoring the 

environment. Relating to CSR engagement, this regulation states that environmental 

impact analysis is an obligatory and prerequisite requirement for a business license. 

Companies also have responsibility for waste treatment and management, 

environmental mitigation, and to conduct an environmental audit. Meanwhile, local 

communities and NGOs are able to report and file lawsuits against companies that 

pollute the environment. 

In the mining and energy sector, additional standards were applicable after the 

Ministry of Energy and Mineral Resources issued Law No. 4/2009 concerning Mineral 

and Coal Mining. It stated that besides restoring environmental functions, every mining 

company must also restore the social function of the environment around the mining 

area. Therefore, each mining company should implement its CSR through an approved 

community development program, developed in consultation with the local community 

and paying special attention to the environmental effects of its operations. Waste 

management is provided for in Law No. 19/2009 regarding the Stockholm Convention 

on Persistent Organic Pollution, and Law No. 10/2013 regarding the Rotterdam 

Convention on the Prior Informed Consent Procedure for Certain Hazardous Chemicals 

and Pesticides in International Trade. The ministry of Environment also issued Law No. 

18/2013 regarding forest protection. 
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While the major assessment criteria for gauging CSR compliance are outlined in Table 

8.1, the Ministry of Environment also runs a separate “Environmental Performance 

Assessment” program under Ministerial Regulation No. 7/2008. This program assesses 

water pollution control, air pollution control, management of hazardous and toxic waste 

(B3), and any other aspect of a firm’s operations that can negatively affect their 

environment. Based on such assessments, the Indonesian Ministry of Environment 

provides every company in Indonesia with a rating, referred to as a PROPER 

(Performance Rating in Environmental Management). If a company receives a Black 

PROPER, this signifies that it does not comply with the regulation and that its actions 

are causing environmental destruction resulting in contamination or damage to the 

environment. Red PROPER indicates that it is undertaking prescribed environmental 

management activities but failing to meet all minimum environmental standards. Blue 

PROPER indicates compliance, both in terms of processes and results. Green PROPER 

is awarded to companies that exceed minimum standards by engaging in what are 

referred to as the 4Rs (Reduce, Reuse, Recycle, and Recovery). The most prestigious 

assessment goes to those that achieve Gold PROPER, which indicates that the company 

consistently maintains an excellent environment management program, running their 

business ethically, displaying responsibility for their community and is a role model for 

other companies (Ministry of Environment, 2011). 

Fair operating practices show the company's ethics in dealing with other 

organizations. The obedience, promotion, and encouragement of various ethical 

standards of conduct underlie the overall operation. The Indonesian entrepreneurs who 

have a close relationship with the powerful elite could obtain benefits that affect social 

inequality. The emergence of a conglomeration or small group of powerful 

entrepreneurs who are not supported by a true entrepreneurial spirit is one of the factors 

that results in economic resilience being very fragile and unable to compete. Therefore, 

the Indonesian government issued Law No. 5/1999 so that businesses can grow in a 

climate of fair and healthy competition, and also avoid a concentration of economic 

power in certain individuals or groups. The law protects against unfair business 

competition which can disadvantage a society, particularly consumers, and also protects 

the ideals of social justice which is the fifth Indonesian philosophical basis. To 

implement this regulation, the Indonesian government created “Komisi Pengawasan 

Persaingan Usaha (KPPU)”, an independent organization which is detached from the 

influence of the government and others.  
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Consumers are instruments that can preserve a company's sustainability from 

an economic perspective. Therefore, according ISO 26000 in dealing with consumers 

companies must be honest in doing businesses, marketing, and guarantee the quality and 

availability of products and services produced. Eight consumer rights are the fulfilment 

of basic needs: security, information, selecting, listening, claim resolution, education, 

and a healthy environment. These consumer rights are regulated by Law No. 8/1999. 

Relating to CSR engagement, this regulation comprises consumer rights and 

responsibility, distributor rights and responsibility, illegal advertisements, and also 

consumer or community rights to monitor goods and services that circulate in the 

community.  

Corporations are also expected to position themselves as part of, and not 

separate from, the community. For that reason, a company must recognize and respect 

the rights of the community to determine the purpose and form of resources used and 

respects the characteristics of the community, respect for partnership and exchange of 

experience and resources. The specific regulation for partnership and community 

development is set out in Law No. 40/2007. Meanwhile, Law No. 4/2009 also defines 

CSR engagement for the mining companies. 
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Table 7.1: The Indonesian CSR Regulation Framework 

CSR 

Law No. 40/2007 and Law No 25/2007 

Government Regulation No. 47/2012 

     

 

   
Social Responsibility Core Issues 

Law Description 
Organization 

Governance 

Human 

Rights 

Labou

r 
Environment 

Fair Operating 

Practices 

Consumer 

Issues 

Community 

Development 

No. 8/1999 Consumer protection 
     

v 
 

No. 39/1999 Human Rights 
 

v 
     

No. 5/1999 
Monopoly and fair 

business competition 
    v   

No. 20/2001 
Anti-corruption 

v 
   

v 
  

No. 7/2006 v 
   

v 
  

No. 13/2003 Labour 
  

v 
    

No. 4/2009 For mining sector 
   

v 
  

v 

No. 32/2009 Environment protection 
   

v 
   

No. 24/2011 
Employment social 

security   
v 

    

No. 19/2009 
Waste management    

v 
   

No. 10/2013 
   

v 
   

No. 18/2013 Forest protection 
   

v v 
  

No. 21/2013 
Labour in trading and 

manufacturing   
v 

    

Source: Regulation Data Base of the Indonesian Ministry of Law and Human Rights 
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7.3 CSR Implementation in Private Sector 

Some research relating to CSR disclosure has been widely conducted, both within and 

outside the country. For instance, studies conducted by Belkaoui and Karpik (1989) 

examined the factors that affect the disclosure of CSR. Variables in the study are the 

size of the company, profitability, leverage and the size of the board of commissioners. 

The influence of the size of the company on the disclosure of CSR is reflected in 

Agency theory, which explains that large companies have large agency costs; hence, 

those large companies will disclose information more than small companies. However, 

not all studies support the relationship between the sizes of the company with CSR. A 

survey conducted by Basalamah and Jermias (2005) demonstrated that the main reason 

for company management to publish social reporting is for strategic purposes. Although 

reporting is not compulsory, the result tells that most companies do reveal their social 

information through CSR reports at various levels, in particular the companies listed on 

the Indonesian Stock Exchange. From the viewpoint of economics, the company would 

supply any information if such information contributes to the value of the company.  

Hence, by implementing CSR, it is expected the company would obtain social 

legitimacy and maximize their financial competency in the long-term. This attestation 

indicates that the corporation which applies CSR would achieve a positive response 

from market participants. The growing achievements of Indonesia’s CSR programs are 

also indicated in the number of companies reporting. Company Act 2007 article 65 

clause 22 states that “annual reports published by a company should also include CSR 

activities”. Moreover, every company in Indonesia should prepare their Annual Report 

in accordance with the Indonesian Financial Accounting Standard or Prinsip Standard 

Akuntansi Keuangan (PSAK) which is issued by the Institute of Indonesian Chartered 

Accountants or “Ikatan Akuntan Indonesia” (IAI). In supporting the implementation of 

CSR activities, PSAK Number 1 (line 9) also states that all companies should report 

their CSR activities in their Annual Report. Therefore, this section will present the 

result of analysis of 530 companies listed on the IDX. To determine the latest update on 

CSR implementation in the Indonesian private sector, this study will limit the analysis 

of company Annual Reports to 2015. Figure 8.2 shows that, from 530 companies, there 

are 129 companies whose data are not available. This can be due to several reasons: the 

company has no website; the website was under maintenance when this study was 

conducted; or the company did not upload their latest Annual Report. Also, it can be 

seen in Appendix 1, that from 401 companies, 33 companies did not state their CSR 
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activities in their Annual Report, while 60 companies issued their CSR reporting 

separately from their Annual Report. This shows that companies in Indonesia have 

started to realize the importance of CSR activities. In their annual report, companies that 

issue social reporting separately from their annual report stated, that in preparing the 

reports, most of the companies use GRI for guidance. These companies also stated in 

their annual report that they are using ISO 26000 as guidance in planning their CSR 

activities. It can be concluded that 15 percent of companies in Indonesia are ahead of 

other companies by issuing their CSR report. 

Figure 8.2 show that 53 percent of companies have utilized their website as a 

tool to communicate their activities as well as company information data. Companies 

not only provide annual reports or financial reports on their websites, but also provide a 

summary of their CSR activities. This is a significant development compared to 

previous research by Chapple and Moon (2005) where one of the findings was that 

companies in Indonesia have not used their website as a communication tool with their 

stakeholders compared with six other Asian countries. Figure 8.2 also shows us that 

only 8 percent of 401 companies did not state their CSR activities in their annual report. 

Figure 7.2: Percentages of Overall Findings 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address)  

Figure 8.3 show that companies in miscellaneous industries have the highest 
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companies that revealed their CSR activities in their annual report is for companies in 

the agriculture industry, as all companies in this industry state their CSR activity in their 

annual report.  Interestingly, 24 percent of those companies that issue CSR reporting 

separately from their annual report are in the infrastructure, utilities, and transportation 

industries. Figure 8.3 also shows that all companies in the agriculture industry use the 

GRI standard in preparing their CSR report, as well as companies in the miscellaneous 

industry and companies in property, real estate and building construction. Meanwhile, 

for those companies that do not use the GRI standard as guidance, the content of their 

CSR report is more detailed for all their CSR activities. 

Figure 7.3: Overall Findings Based on Industry 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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board of directors, and also the relationship between the board of commissioners and 

board of directors. The companies also explain how they are audited by both an internal 

auditor and external auditor to keep their transparency. Most of these companies also 

show their concern for human resources development in this section. Being accountable, 

all of these companies state that they issue their annual report and it can be accessed 

from their website. They also report on their code of conduct as a guide for how 

employees should behave ethically in doing their work within the company. In other 

words, the code of conduct is a written regulation covering the entire staff. 

Moreover, 289 companies, or 72 percent, claim CSR activities related to 

human rights; 313 companies, or 78 percent, list CSR activities related to labour; 283 

companies, or 71 percent, state CSR activities related to environment; 215 companies, 

or 54 percent, claim CSR activities related to consumer issues; and 363 companies state 

that their CSR activities relate to community development. Meanwhile, only 13 percent 

of companies give fair operating practices as part of their CSR activities. 

Figure 7.4: CSR Activities in Seven Core Objectives Category 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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7.3.1 Organizational Governance 

This study found that all 401 companies stated their CSR activities related to 

organizational governance. Figure 8.5 shows that out of 401 companies, all companies 

stated their CSR activities related to organizational governance. All the companies 

stated in their annual report that they want to adopt good corporate governance and, for 

that reason, all of the annual reports in this study have their own section for corporate 

governance. This section shows the transparency of companies and more about a 

company’s internal management. The companies provide their organizational structure 

and also the profiles of their board of commissioners, board of directors, and also the 

relationship between their board of commissioners and board of directors. Figure 8.5 

also shows that the companies disclose not only their organizational structure but also 

financial reporting annually as a form of a company’s transparency. The companies also 

explain how they are audited by both internal and external auditors to keep their 

transparency. Most of the companies also show concern for their human resources’ 

development in this section. Regarding accountability, all of the companies state that 

they issue their annual report and it can be accessed from their websites.  

Figure 7.5: Findings on Organizational Governance 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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within the company. In other words, the code of conduct is a written regulation for the 

entire workforce, containing the vision and mission of the company and the rules that 

must be obeyed by every employee in carrying out their activities. 17 percent of 

companies have revealed that their company has been involved in a legal case. Figure 

8.5 also shows that almost all companies explain how their company connects with their 

stakeholders, with only seven percent not disclosing how they interact with their 

stakeholders. 

Moreover, figure 8.6 shows that those companies that disclose their legal case 

in their annual report come from basic industries and a chemical company. These legal 

cases may be related to a consumer or a local community. An example is PT. Indah 

Kiat, which is a subsidiary company of Asia Pulp and Paper. As one of the largest paper 

companies in Indonesia, Indah Kiat, whose factory location is in a rural area, 

experienced a legal case relating to the local community. However, Indah Kiat does not 

explain this case nor disclose it in their annual report. They explain that they solved the 

case without any party being disadvantaged. Meanwhile, companies in infrastructure, 

utilities, and transportation have the lowest percentage, only 8 percent, relating to legal 

cases. 

Figure 7.6: Findings for Organizational Governance by Industry 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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7.3.2 Human Rights 

There are two types of activities that companies do as part of their CSR activities, 

respect for indigenous rights and non-discrimination in the work place. In general, 

companies that mention respect for indigenous rights as part of their CSR activities are 

companies in the mining industry or plantations. This type of company has their 

operational activities located in remote areas where the Indonesian indigenous people 

live. Therefore, figure 8.7 shows that only 4 percent of companies mention respect for 

indigenous rights as part of their CSR activities. This is understandable as not all 

industries have operational activities with a direct impact on a local community. 

Meanwhile, 73 percent of companies show the absence of discriminatory treatment 

against their employees. This is interesting as the percentage reflects that not all 

companies are concerned about discriminatory actions that employees may experience 

in their companies. 

Figure 7.7: Findings on Human Rights 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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concern for non-discrimination in the work place, while 82 percent of companies in 

agriculture feel the need for non-discrimination in the work place. 

Figure 7.8: Findings on Human Rights based on Industry 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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companies mentioned giving training or workshops as their CSR activities. Last is 

arranging health insurance for the employees. Unlike in other countries, health 

insurance is not owned by everyone in Indonesia and only 63 percent of companies 

mention a health insurance arrangement for their employees as part of their social 

responsibilities. 

Figure 7.9: Findings on Labour 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 

Overall, figure 8.10 shows that companies in the mining industry are really 
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indicated concern about labour practices in which they maintain a good relationship 

between the company and the employee. On the other hand, companies in the finance 

industry such as banks or insurance companies show less concern about labour 
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Mining companies are concerned to improve and update their employees’ 

knowledge by providing training, not only for the employee in the mines where the 

work is related to machinery or technology, but also for the support workers. For 

example, companies provide training for employees in their accounting department 

about the implementation of accounting standards in Indonesia. Furthermore, to show 

their social responsibility towards their employees, mining companies offer training that 

is not related to their current work. For example, PT. Indo Tambangraya Megah offers 

training for their employees who are approaching retirement to teach them new skills so 

that the employee can be still productive and, perhaps, open a small business when they 

leave the mining industry.  

In Indonesia, not everyone has health insurance. For this reason, many 

companies will arrange health insurance for their employees collectively. Moreover, the 

company will also be responsible should their employee’s family (ie. wife/husband or 

children) need treatment in hospital. Figure 8.11 show that only 51 percent companies 

in trade, service, and the investment industry include their concern for their employee’s 

health in their annual report. Meanwhile, 79 percent of mining companies provide this 

service as part of their CSR activity in their annual report. 

Figure 7.10: Finding for Labour Issues based on Industry 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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7.3.4 Environment 

For the environmental issues, figure 8.11 shows that 60 percent of companies mention 

recycling as part of their CSR activity. The lowest environmental activity is having the 

ISPO (Indonesian Sustainable Palm Oil) certificate because the ISPO certification only 

relates to the plantation industry. Other certification issued by the Indonesian 

government relating to the environment is PROPER. Figure 8.11 shows that only 19 

percent of companies indicate PROPER as their CSR activity or hold the PROPER 

certification yet this certification, issued by the Indonesian Ministry of Environment, is 

applicable to every company, including hospitals. This indicates that there is still a lack 

of awareness for companies to meet the government’s criteria of protecting the 

environment.  

The figure also shows that only 23 percent of companies keep emission levels 

low as part of CSR activities and 38 percent that are concerned about biodiversity. On a 

positive note, Figure 8.11 shows that 44 percent of companies have their own waste 

management system. 

Figure 7.11: Findings on Environment 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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neighbouring countries such as Singapore and Malaysia. Every year, many residents in 

Indonesia are victims of forest fires and must be treated in the hospital due to 

respiratory problems as a result of smoke inhalation. This is also exacerbated because 

the burned forest is peat land, where the fire is very difficult to extinguish. The worst 

fires occurred in 2015 when the smoke from these fires reached the Philippines and 

Thailand and there were many casualties within the Indonesian population. Fires 

occurred for almost a month before the government finally extinguished them. The 

investigation conducted by the Indonesian government revealed the oil palm companies 

responsible for this incident and the government revoked the operating permits of 

several companies suspected of causing forest fires. The government, through the 

environment ministry, also prosecutes companies that are found to be violating other 

environmental laws. 

Figure 7.12: Findings for Environment based on Industry 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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construction pay attention to biodiversity while 88 percent of companies in agriculture 

pay attention in this area. Moreover, only 10 percent of companies in trade, service and 

investment keep emission levels low while 71 percent of companies in agriculture 

maintain low levels of emission. Companies in the agriculture industry have good waste 

management systems. This is reflected in the figure that shows 82 percent of companies 

in the agriculture industry state their waste management system in their annual report. 

Meanwhile, only 20 percent of companies in the finance industry are concerned about 

having a waste management system. Perhaps, it is because waste in the finance industry 

is not as high as in the agriculture industry. 

The companies in infrastructure, utilities, and transportation industries 

demonstrate less concern for energy savings. This is reflected in only 43 percent of 

companies in this industry stating their energy savings in their annual report. 

Meanwhile, 78 percent of companies in miscellaneous industries state energy saving as 

part of their CSR activity. From the study, it can be seen that companies in trade, 

service and investment industries are less interested in recycling than mining companies 

and companies in consumer goods. This is evident from their annual reports which show 

only 53 percent of companies in trade, service and investment undertaking recycling, 

while 76 percent of mining companies and also 76 percent of companies in consumer 

goods are recycling. 

7.3.5 Fair Operating Practices 

Corruption can be a significant risk to the organization and to business reputation. 

Companies are expected by markets, international rules, and stakeholders to 

demonstrate their role in terms of integrity, governance, and the development of good 

business practices. Stakeholders have two interests, which are: prevent corruption and, 

if it occurs, to know how the organization responds to the incident. For that reason, 

many companies have a “whistle blower” program so that anyone can report on corrupt 

practices committed by employees.  

Under organizational governance, companies support the “whistle blowing” 

program, which provides a way for people to contact the company should employees be 

found to behave unethically. Unethical behaviour includes corruption or if the employee 

accepts bribery. From personal experience as an accountant in MNC, the researcher 

found that many contractors and suppliers try to give a large amount of money to the 

people in charge of paying accounts. The contractors and suppliers do this so that in the 

future, when they submit other invoices, the payment process will be shorter. From 401 

companies, 85 percent mention their whistle blowing program leaving only 15 percent 
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of companies which do not have a whistle blowing program as part of their CSR 

activities. Meanwhile, Figure 8.13 also shows that only 26 percent of companies 

disclose their position in the market. 

Figure 7.13: Findings on Fair Operating Practices 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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Figure 7.14: Findings on Consumer Issues 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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only 30 percent of mining companies provide details regarding their product to their 

customers. Meanwhile, 70 percent of companies in consumer goods claim providing 

product information to their consumers as their CSR. 

Figure 7.15: Findings on Consumer Issues based on Industry 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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coal and donate it to schools around its mine site. Another example is finance 

companies that give education to schools in Indonesia about the benefits of savings in a 

bank. These companies encourage the children to live a simple life and save their 

money in a bank while they are young. Meanwhile, 21 percent of companies provide 

scholarships, such as a scholarship for smart students who are financially unable to 

continue their study. There are also some companies that provide scholarships for the 

children of their employees.   

Companies also conducted health-related activities such as arranging free 

immunizations for a local community, or partnering with the Indonesian Red Cross for 

blood donations or working with the Indonesian Ministry of Health to arrange fogging 

to prevent malaria or dengue disease. Another interesting form of CSR activity related 

to health is undertaken by the Unilever Lifebuoy soap company. They visit schools in 

rural areas and give information on the importance of washing hands. Figure 8.16 shows 

that there are 293 companies, or 73 percent, undertaking this type of CSR activity. 

Moreover, 35 percent of companies choose to partner with a local community. Perhaps 

a good example of this activity is Unilever’s partnership with local farmers to provide 

their raw material. Unilever provides free good quality soybean seed with to the 

farmers, together with other assistance, so that the farmers can produce a good harvest. 

To collect the harvest, Unilever then provide cooperatives where the farmers can sell 

their harvest at a good price. However, the harvest must meet the quality that has been 

determined by Unilever. Because of Unilever’s assistance and free seeds, most of the 

farmers’ crops meet the quality standard. 

Figure 8.16 also shows that there are some companies that choose preservation 

of Indonesian culture as their CSR activity. An example of this activity is a company 

that became the main sponsor of shadow puppet performances. Shadow puppet 

performance is a traditional Javanese culture but, due to modernization, these shows are 

now hard to find in Indonesia. 
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Figure 7.16: Findings on Community Development 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 

Based on the industry, figure 8.17 59 percent of companies in agriculture 

partner with a local community. This is because agricultural industries are located in or 

near small towns in Indonesia, remote from the big cities. Therefore, many companies 

in this industry partner with local communities for the supply of their raw material. 

Meanwhile, only 9 percent of companies in miscellaneous industries partner with a local 

community. This is because companies in this industry are predominantly 

manufacturing companies that produces goods such as cable for a telecommunications 

company, textile companies, or parts for the automotive industry.  

Mining companies and companies in consumer goods are most likely to 

provide scholarships as their CSR activity. Figure 8.17 show that, respectively, 30 

percent of mining companies and companies in consumer goods provide scholarships, 

not only for students from outside the company, but also the children of their employees 

who have academic ability. Usually the companies will have their own foundation to 

arrange this scholarship so it can be accessed by anyone. Companies also cooperate with 

universities in Indonesia by providing scholarships for the students. After finishing their 

education, the companies usually offer the student a job in their company. An example 

of this is Sampoerna, a cigarette company, that has established the Sampoerna 

Foundation which undertakes many social activities, including providing a scholarship 

each year. 94 percent of mining companies give scholarships to the community. 
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Meanwhile, only 63 percent of companies in trade, service and investment contribute to 

the education of the community as part of their CSR. 

Figure 8.17 also shows that mining companies undertake CSR activities related 

to health. An example of this is conducted by PT. Indo Tambangraya Megah which 

annually works with the Indonesian Red Cross to collect blood donations from staff in 

their main office in Jakarta. Meanwhile, this mining company also regularly conducts 

fogging in the area around their mine site to prevent dengue fever. For their internal 

stakeholders, such as their employees, this company also provides routine free general 

health check-ups, and also a gym subsidy. Mining companies, along with companies in 

the agriculture industry, are engaging in activities with their local community. This type 

of activity can be in the form of training in skills for a local community, such as 

handicraft or cooking. In contrast, only 18 percent of finance companies choose this 

type of CSR activity.  

As mentioned above, most companies choose philanthropy for their CSR. This 

is reflected in figure 8.17 which shows over 80 percent of companies across every 

industry undertake these activities. On the other hand, companies’ preferring cultural 

preservation is 12 percent in the consumer goods industry and 6 percent in the 

agriculture industry. 

Figure 7.17: Findings on Community Development Based on Industry 

 

Source: Calculated from Company’s Annual Report that publicly available on their 

website (see appendices 1 for the website’s address) 
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7.4 Summary 

In order to understand the role of the Indonesian government as a key CSR driver in 

Indonesia’s companies, this study has examined all Indonesian government regulations 

that relate to CSR. This chapter has identified all related regulations and categorized 

them into seven core objectives of ISO 26000. Based on the evidence, it can be 

concluded that the Indonesian government has performed its role as a key driver of 

CSR. The Indonesian government has used its regulatory powers to create a legal and 

economic environment that has continually emphasized local and community interests. 

In 2007, changes to the Company Act made the carriage of CSR programs compulsory 

for all privately-incorporated companies. In supporting the implementation of CSR in 

Indonesia, the government has met all the regulations for the seven core objectives in 

ISO 26000.  

The role of the government as a key driver is proven to impact on the 

implementation of CSR in the private sector which is evident from the annual reports 

published by companies. From 530 companies listed on the IDX in the 2015 financial 

year, only 8 percent did not disclose their CSR activities in their annual report. 

Interestingly, although 32 companies did not state their CSR activities, 401 companies 

have a separate section that states their organizational governance, where organizational 

governance is one of the CSR core objectives in ISO 26000. Meanwhile, this study also 

proves that, although the government only requires companies to report their CSR 

activities in annual reports, as many as 60 companies go further and issue their CSR 

report separately from their annual report. This indicates that the companies realize that 

CSR activities also have a positive impact for the company. 
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CHAPTER 8 

DISCUSSION 

 

8.1 Introduction 

This chapter will discuss the findings from chapter 7 and chapter 8. Chapter 7 concludes 

that since 1965, the Indonesian government has played a role as a CSR actor in the 

development of CSR in Indonesia, while chapter 8 shows the compliance of the 

Indonesian private sector with CSR regulations. Chapter 8 also shows that most CSR 

activities are being implemented in the private sector. Moreover, the role of the 

Indonesian government as a CSR actor and CSR driver is reflected in the findings of 

both chapters. This chapter will provide a discussion of the findings so that we can see 

how the Indonesian government plays a role in CSR development in Indonesia and how 

corporations respond to CSR regulations. All the results from interviews are presented 

in this chapter, supporting the findings in both chapters. This section also shows how 

the development of CSR in Indonesia has adopted the “top-down” approach, unlike the 

development of CSR in Western countries which adopts a “bottom-up” approach. 

The rest of this chapter will be organized as follows. First, it will discuss the 

development of CSR in Indonesia paying particular attention to the role of the 

Indonesian government as a key actor and a key driver. Next, the discussion will 

demonstrate the top-down approach implemented in CSR development. Finally, the 

summary of the discussion will be presented at the end of this chapter. 

8.2 The Development of CSR in Indonesia 

Although scholars agree that CSR is strongly related to business and the concept of 

CSR first came from the relationship between businesses and society, attention should 

also be given to the development of CSR within a stakeholder framework aside from a 

business perspective, such as government. Gond et al. (2011) argue that government can 

influence and strategically promote CSR. However, most scholars look at a 

government’s perspective as a CSR driver (Gond et al., 2011; Moon, 2004; Steurer, 

2010; Visser, 2008) rather than a CSR actor. The capacity of government to regulate 

businesses’ action is believed possible to solve environmental or social problems. 

However, legislation is not the only way in which a government plays a role in the 

development of CSR. In the UK and Ireland, governments implement CSR through 

“soft regulation” to deal with unemployment and social exclusion. Through public-

private partnerships, both governments tried to confront social exclusion, poverty, lack 
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of social services and quality of life in economically less favoured areas. The 

partnership projects between public and private sectors are done together or with a third 

sector. Companies collaborate in partnership projects with local governments in giving 

training, company creation, or investment in rural areas. However, Fox, Ward, and 

Howard (2002) propose that there are four ways that government, through the public, 

sector can engage in CSR: through mandating, facilitating, partnering, and endorsing. 

8.2.1 The Role of Indonesian Government in New Order era 

Aside from exploring the internal aspects of CSR, literature on CSR has now begun to 

include the political aspects of corporate social responsibility (CSR) (Scherer & 

Palazzo, 2007, 2011). Increased company involvement in the provision of public goods 

and community services such as health and education, which were previously regarded 

as a preserve of a state, result in various political impacts on CSR (Blowfield & Frynas, 

2005). These contributions allow companies to pressure politicians by influencing 

regulatory changes in relation to social and environmental issues, through lobbying, 

membership on advisory committees and other traditional political channels (Rodriguez, 

Siegel, Hillman, & Eden, 2006). This perspective goes beyond the instrumental view of 

CSR by underlining that, not only do politics influence business behaviour, but 

businesses themselves can also become actors in, and upon, politics and influence 

political behaviour (Rodriguez et al., 2006).  

The role of business power in society was first examined by Davis (1960), who 

suggested that businesses are also social institutions so they therefore have to utilize 

their power within society. Businesses, Davis suggested, may shift their role from the 

economic to the social forum and from there to the political forum and vice versa. In 

this manner, the assumption of classical economic theory precluding the involvement of 

business in politics was contested. According to Davis (1960), social responsibility 

comes from the amount of social power that companies possess. Therefore, if 

companies do not fulfil and practice the social responsibility expected by the society, 

other groups eventually will step in to take those responsibilities, with the result that 

business will lose its power and position within society. 

Matten, Crane, and Chapple (2003) propose that the role of business in 

providing public services may lead them to act in a state-like role, with many companies 

fulfilling the functions of protecting, enabling, and implementing citizenship rights, 

originally considered to be the sole responsibility of the state and its agencies. Moon, 

Crane, and Matten (2005) add that these corporate social activities often occur in cases 

where the state system fails, such as when the state withdraws or has not yet 
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implemented basic citizenship rights, or when it is principally unable or unwilling to do 

so. During recent decades, companies have started to engage in activities that have 

traditionally been regarded as solely governmental activities, such as providing public 

health services and education when a government has failed to do so (Matten et al., 

2003; Matten & Moon, 2008). The question arises to why companies are willing to take 

up this role within developing countries. 

Shamir (2004) contends that multi-national companies are in a position to 

effectively escape local jurisdictions by moving production sites and steering financial 

investments to places where local laws are most hospitable to their activities. Thus, in a 

country with strong state institutions for formulating regulations and imposing them 

through the country’s legal system, the country’s laws may not be hospitable for a 

company’s operations, with a high-cost effect to the company in following rules such as 

labour rules, sustainable reporting or human rights regulation. A company may thus 

steer financial investments towards countries with relatively weak law enforcement. 

Developing countries often have this type of weak law enforcement and imperfections 

within the state apparatus, the juridical and enforcement systems, which thus attracts 

companies to invest in these countries (Scherer & Palazzo, 2011). Providing social 

goods to the communities in developing countries may offer more advantages to these 

companies, compared to investment in developed countries with their complex rules and 

regulations. Thus, companies apply economic criteria to choose the optimal context of 

labour, social, and environmental regulations for their operations (Scherer & Palazzo, 

2007).  

The social responsibilities of business may give companies a position of 

influence on the policies of national governments, particularly in developing countries. 

In order to take on a social role, business may attempt to influence government policy to 

facilitate their operations by, for example, demanding subsidies, tax holidays, 

infrastructural investments, and cutbacks on regulations. The importance of companies 

to national economies and their important role in society allow companies to often do 

this successfully. This may also lead to negative consequences in developing countries 

in terms of social and environmental conditions (Detomasi, 2008; Scherer & Palazzo, 

2007; Whelan, 2012). Utting (2006) views government economic incentives to 

companies as a ‘double standard’, in reference to incentives in the form of tax breaks, 

low royalty payments, weak labour standards, which are often associated with 

outsourcing, and increases in the absolute level of pollution. Such incentives may give 

advantage to businesses to invest in developing countries, but such investment may also 
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harm the people of such countries. Nevertheless, in these ways companies are able to 

exert influence on government regulations, making them important political actors. 

In Indonesia, the role of government in CSR development can be traced 

through the history of the Community Development and Partnership (PKBL) program. 

The program started in 1983 when the Indonesian government issued GR No. 3/1983 

concerning the procedure for the guidance and supervision of SOEs. In the beginning, 

the program was called Pembinaan Usaha Kecil (PUK) or Small Business Development 

and renamed three times to become Pembinaan Pengusaha Ekonomi Lemah dan 

Koperasi (PEGELKOP) or The Development of Weak Economic Entrepreneurs and 

Cooperatives in 1989, and Pembinaan Usaha Kecil dan Koperasi (PUKK) or The 

Development of Small Business and Cooperatives in 1994. Although the government 

changed the name of the program, the purpose of the program remains the same, 

namely, that SOEs are required to assist SMEs. The regulation states that one of the 

objectives of SOEs is “to actively participate in providing guidance to the private sector, 

particularly for SMEs and cooperatives; and, also, actively participate in implementing 

and supporting government policies in economic development”. Based on this 

regulation, every SOE is required to carry out the program; however, its implementation 

is not regulated further in the GR. At this stage, the cost for the program was deducted 

as expense. Although the regulation was amended several times, it only changed the 

method of implementation and not the purpose of the program. Through this program, 

the Indonesian government was trying to support SMEs so that they can better 

contribute to the national economy.  

The importance of SMEs in the Indonesian economy is highlighted by Wie 

(2002) who shows empirical evidence that between 1971 and 1985, more than 50 

percent of the workers in Indonesia worked in the agriculture sector. Moreover, the 

importance of SMEs in the Indonesian economy was proven during the economic crisis 

of 1998. When most of the businesses collapsed, SMEs made a significant contribution 

to the Indonesian economy and national income because most of their products (output) 

were exported, while the raw materials (input) were available in Indonesia.  

To distribute financial support, the Indonesian government appointed 

cooperatives as a partnership. One of the problematic issues in the New Order era was 

uneven regional development. The uneven infrastructure development in transportation 

and roads was making it difficult for state banks to reach rural areas. For that reason, the 

government chose cooperatives to distribute credit. Another reason for choosing 

cooperatives is the philosophy of cooperatives itself which is similar to the philosophy 
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of society in rural areas. Gotong royong, or mutual assistance, is the philosophy of 

cooperatives, which means helping each other in doing something. People in rural areas 

or villages treat their neighbour as their own family within their society. For example, if 

there is a resident who wants to fix a house, usually the neighbours will help that person 

for free. Or, if there is someone who has an event, his/her neighbour will help to prepare 

for the event. Likewise, in the construction of a place of worship the community will 

work together to build it in the form of financial aid, materials, or their labour, and the 

women will help by providing food. This is very different to the behaviour of urban 

communities or those who live in cities who tend to be indifferent to their immediate 

neighbourhood community. This philosophy of life shares the same principles as 

cooperatives which are based on family principles and values. 

From a regulation perspective, most SMEs in Indonesia do not have a legal 

entity so they cannot have access to credit from the state banks. Included in the category 

of SMEs in Indonesia are farmers and home-based industries that, on average, only have 

between 3 and 4 workers. Therefore, the state banks appoint cooperatives to distribute 

credit because each cooperative must have a legal entity. For the farmers, the 

Indonesian government not only gives them financial support, but also free seed through 

the BIMAS (Bimbingan Masal) and INMAS (Instruksi Masal) programs. Both 

programs are available only to the members of a cooperative. The seeds are part of a 

research process by government-owned research institutions. The government also hires 

people as extension workers to assist the farmers so that they can produce a good 

harvest. 

Since the first REPELITA, one of the targets for Indonesian development is 

food self-sufficiency as rice is the staple for Indonesian society. As previously 

mentioned, at the end of the Old Order era, Indonesia experienced high inflation that 

reached 650 percent. This inflation directly impacted on rice prices and people could not 

afford to buy rice. In rural areas and villages, people replaced their food with cassava. 

One of the former Indonesian Ministry of Environment and also former member of the 

House of Representatives explained this matter to the researcher on his regular visit to 

Griffith University as an honour professor in environmental school. He was a student in 

one of the Universities in West Java when this economic crisis happened. He said that at 

that time, the rice price was so high causes many people were unable to afford it. In 

villages people were starving. As a result, people demanded three things that also 

known as TRITURA (Tiga Tuntutan Rakyat). One of the demands was for the 

government to lower the rice prices. That is why, since the New Order era, the 



 

143 

government has been closely monitoring rice production as well as the rice price in the 

market through BULOG so that society will not suffer. If the government finds that the 

rice supply is insufficient, the government will move quickly to import more rice and 

also provide subsidies to stabilize rice prices in the market. Based on the data provided 

in chapter 7, BIMAS and INMAS proved successful. In 1983, the Indonesian 

government announced that Indonesia had achieved food self-sufficiency and, in 1984, 

Indonesia was able to export crops.  

For SMEs that are home industry based, the Indonesian government gives 

assistances so that the quality of the output from this industry can reach export 

requirement. This finding was confirmed by the former deputy of the State Ministry of 

National Development Planning. The researcher has the opportunity to meet and discuss 

about this on her visit to Brisbane. She said that it is true that in the New Order, the 

Indonesian government is very concerned about small entrepreneurs, particularly in the 

handicraft industry because, basically, most of the raw materials are available in the 

country. Through the program of Pembinaan Kesejahteraan Keluarga (PKK)
6
 or family 

welfare development, the women in rural areas or villages were trained in various kinds 

of crafts. This program was under SOEs partnering with cooperatives for the purpose of 

helping women in rural areas to be able to support their family’s economy. Furthermore, 

in the field of marketing, small entrepreneurs were also given assistance in the form of 

provision of places of business, exhibition, and marketing information centres. As 

mentioned in chapter 6, the Indonesian government required all SOEs to engage with 

SMEs as their distributors. During the New Order regime, the program benefitted many 

communities’ small businesses in the country. Moreover, the Indonesian economy was 

saved by SMEs during the economic crisis in 1998. 

The relationship between state and business is reflected in the notion of patron-

client ties and has its root in the colonial period of Indonesia, under the Dutch East 

Indies, from the 1800s to the 1940s. The patron-client relationship reflects a symbiotic 

relationship between business, as the money provider, and state, as the security 

provider: “In contrast to traditional patrimonial states, which acquired funds largely 

through the exploitation of the peasantry and through wholesale trade, the New Order 

has depended on a rapidly expanding modern economy financed by foreign aid, foreign 

investment, and rising oil prices. In the early stages, a patrimonial political structure 

need not be an obstacle to capitalist economic development. By placing themselves as 

clients under the protection and patronage of powerful members of the ruler's court, 

                                                 
6
 PKK is a community organization that empowers women to participate in the development of Indonesia 
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industrialists can acquire the security and predictability they need” (Crouch, 1979, p. 

579). Meanwhile, business during the colonial period in Indonesia (then, the Dutch East 

Indies) was characterised by “a complex mélange of patronage, monopolies (the so-

called conglomerates) and the commensurate concentration of wealth and power” 

(Kemp, 2001, p. 2). This pattern was endorsed by then President Soeharto and resulted 

in the concentration of capital among Soeharto’s families and close associates. This 

patronage, along with rampant corruption, enabled business to conduct questionable 

practices and to disregard environmental standards. The resignation of Soeharto in 1998 

brought about a change in the relationship between business, state, and Non-

Governmental Organisations (NGOs). Businesses in Indonesia have been requested by 

NGOs to become environmentally and socially responsible (Kemp, 2001). Considering 

the history of business’s questionable practices in the past, the mandatory approach 

concerning CSR met with a mixed reception in Indonesia (Rosser & Edwin, 2010).  

The explanation above demonstrates how CSR development in Indonesia 

started through government initiatives. SOEs which, in the New Order era, were fully 

owned by the Indonesian government carried out their social responsibility to the 

community through this program. Therefore, it can be concluded that the Indonesian 

government plays a role as a key actor in CSR development. 

8.2.2 The Role of Indonesian Government in Reformation Era 

After the long period of Suharto’s regime, Indonesia entered a new chapter in political 

perspectives as well as the ownership of SOEs. In the case of SOE, there are some that 

are still fully owned by the government and there are also SOEs that have become 

privatized. The number of SOEs in Indonesia has also dropped dramatically, by almost 

half, and all SOEs are now placed under the Ministry of SOEs. However, the role of 

SOEs has not changed. All SOEs still have two roles: an economic role and a social 

role. Ministerial Decree No. 05/MBU/2007 regarding Partnership and Community 

Development (PKBL) changed the name to PKBL and improved the mechanism of the 

previous program. Moreover, under PKBL, the government no longer engages with 

cooperatives to distribute credit. In fact, cooperatives in the Reformation Era no longer 

exist. The former deputy of State Ministry of National Development Planning explains 

that there were a lot of problems occurred when the government partnered with the 

cooperatives. For the agricultural sector, cooperation between the government and 

cooperatives in achieving food self-sufficiency was successful. But the government was 

facing obstacles in developing SMEs by partnering with cooperatives. Therefore, the 

government decided to go directly in developing SMEs through state banks or SOEs. 
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Hence, now, most of the state banks as well as SOEs provide easy access to credit for 

SMEs. 

The demise of the cooperatives is also reflected in the new regulation regarding 

PKBL. PKBL required all SOEs to do two things: program kemitraan or partnership 

and program bina lingkungan or community development. The partnership program is 

the same as the previous program in the New Order era where SOEs were required to 

set aside 2 percent of their profits to make partnerships with SMEs, but does not 

mention cooperatives. Moreover, the new regulation clearly states the category of SMEs 

that have access to credit. According to the new regulation, SMEs that can access credit 

should meet the following requirements: 

(1.) Have assets of not more than IDR200 million (USD20,000); 

(2.) Have gross production of not more than IDR1 billion (USD100,000); 

(3.) Not have a branch or subsidiary company; 

(4.) Be in the form of an individual business entity, or not have a business registration; 

and  

(5.) Have been established for a minimum of 1 year. 

These requirements enable small community businesses that lack access to the banking 

sector, due to the lack of administrative requirements such as not having a business 

registration, to utilize this program’s financial assistance.  

As disclosed in Chapter 7, the performance of credit repayments from SMEs is 

very poor. This is what made the Minister of SOEs instruct all SOEs to conduct an 

evaluation of their partnership programs. This is also reflected in Pertamina’s annual 

report which states that the realization of PKBL activities for 2015 is under-budgeted. 

This is because Pertamina is more cautious in distributing financial assistance to SMEs 

in order to provide more targeted assistance. Despite the problems in the partnership 

program, the government has not discontinued this program because, according to the 

purpose of its establishment, SOEs not only aim for profit, but also have a social 

purpose which, in this case, is to help SMEs. 

Meanwhile, the Community Development Program is intended to improve the 

social conditions of a community by utilizing SOEs’ profits. The program includes 

assistance to victims of natural disasters, educational or training assistance, health 

promotion assistance, religious facilities, nature conservation assistance, as well as 

social assistance in the context of poverty alleviation.  Pertamina, as the biggest SOE in 

Indonesia, states in its annual report that the aim of the community development 

program in 2014 was to assist human development and support the Millennium 
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Development Goals (MDGs). The program focused on four pillars of support, namely, 

Pertamina Sehat, Pertamina Hijau, Pertamina Cerdas and Pertamina Berdikari. 

Pertamina sehat had a program of Posyandu, or clinic improvement, in order to improve 

toddlers’ health and decrease maternal, infant and toddler mortality. Pertamina cerdas 

had a program, the National Science Olympics, to encourage outstanding young 

scientists from colleges throughout Indonesia. Pertamina Berdikari aimed to increase 

entrepreneurship for people through an economics program, the “Farmer Empowerment 

Centre”, while Pertamina Hijau’s primary program was mangrove conservation and 

biodiversity as well as the continuation of the ‘save the trees’ movement. 

Besides the PKBL program conducted by SOEs, the Ministry of Social Affairs 

actively developed the concept of CSR and, since 2003, has advocated the program to 

various national companies as a concept of social investment, also known as the “seat 

belt” program. Under indirect Law No. 11/ 2009 on Social Welfare and Law No. 13/ 

2011, the Social Affairs Minister passed Regulation No. 13/ 2012 encouraging local 

governments to establish CSR forums. The concept for this program originated in 

corporate social concerns that a company's activities, whether for good or bad, impact 

on the environmental and socio-economic conditions of society, especially in the 

neighbourhood of the company in operation. Therefore, if the company wants to run its 

operations safely in the midst of society, then the company must carry out its social 

responsibility. This is in line with the theory of legitimacy. The above discussion shows 

that, in the Reformation Era, the Indonesian government maintains its role as a key actor 

in the development of CSR. 

 In 2007, the Indonesian government not only played a role as key actor but 

also the key driver in the development of CSR. Through its power as the regulator, the 

Indonesian government amended the Company Act and required all companies having 

businesses in Indonesia to engage in CSR activities. This also makes Indonesia the first 

country to explicitly require the implementation of CSR. The importance of companies’ 

contribution to development has raised the level of government intervention in CSR. In 

this manner, some governments have formed certain CSR regulations to govern CSR in 

their countries. The type of CSR regulation made by a government reflects their 

country’s institutional environment, namely, the relationship between businesses, 

government and society. Some governments govern CSR only in the form of informal 

and reflexive laws which basically rely on normative ethical ideas and behaviour on the 

part of companies. Countries like UK, Norway, and Italy are among those countries that 

promote soft laws for CSR public policy (Fox et al., 2002). Promoting soft policy is 
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directed at building a sustainable environment for businesses to implement CSR and 

encourage a company to voluntarily engage in CSR responses (Steurer, 2010). 

However, the idea of government intervention is built upon the reciprocal relationship 

between government and companies. These governments depend on companies and 

markets for the efficient provision of goods and services that enhance social well-being 

and in return markets depend on government rules and infrastructure to function 

efficiently and fairly.  

Although the implementation of the new Company Act was opposed by the 

Indonesian business association, after going through the legal process, the 

Constitutional Court issued a decree that nothing was wrong with the rules and every 

company should be obliged to comply with this regulation. During her holiday in 

Brisbane, the researcher had opportunity to meet and discuss about one of the expert 

witness was involved in the court case. She explained that the Indonesian business 

association has a concern with the enforcement of this regulation. The Indonesian 

businesses conclude that the central government indirectly provides opportunities for 

local governments to “squeeze” the company by using CSR as the reason. With 

decentralization system in Indonesia, the local government has the authority to issue its 

own regulations in the region. Meanwhile, CSR obligation that stated in Company Act 

2007 does not clearly define the mechanism of CSR implementation, although the 

regulation was further explained by issuing a GR later in 2012. This is what makes the 

Indonesian business association concern with the issuance of Company act 2007, 

particularly for those companies that have operational activities in the region. 

Nevertheless, this research found that the Indonesian business association 

should not be afraid because, as previously mentioned, the local government could not 

implement its regulation if not in line with the central government law. This is evident 

in the data available in chapter 6 where none of the local regulations govern the 

implementation of CSR activities. Another fact was also revealed from one CSR staff 

member at a mining company in Kalimantan that the local government had attempted to 

issue local regulations for CSR. Although the local legislative council had approved the 

regulation, the Ministry of Domestic Affairs eventually dismissed the draft regulations 

because the regulation would make it difficult for the investors. According to a study 

conducted by SMERU, an Indonesian NGO, these local CSR regulations began to treat 

companies’ CSR as a source of donations, corrupting district chiefs and burdening the 

businesses involved. This provoked the central government to dissolve local regulations 

which were seen to have become detrimental to Indonesia’s business climate. Thus, 
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while on one hand, the exercise of central government power is generally discouraged in 

this decentralization era, this case highlights how the central government can overrule 

local authorities by justifying how one local regulation is not in line with the central 

government rules. 

However, there are local governments who partner with companies in CSR 

development. As a mayor of Bandung, one of the largest cities in West Java, Ridwan 

Kamil states that the local government engages with companies that operate in Bandung 

under CSR (Aminudin, 2015). Kamil added that the local government budget is not 

enough to finance the development of the city of Bandung, except by partnering with 

companies through CSR activities to build development facilities and infrastructure. 

Kamil also mentioned negotiating CSR funds from companies from a number of 

European countries such as Germany, the Netherlands, and France, which have business 

activities in Bandung, during his work visit to Europe in 2014. Another success story 

for the engagement between local government and a corporation was conducted by the 

local government in Jakarta. Basuki Tjahatja Purnama, also known as “Ahok”, the 

governor of Jakarta, partnered with corporations in Jakarta to build facilities for the 

community. The most phenomenal project is the Semanggi interchange. Funding for 

this mega-project is entirely from CSR and at no cost to the local government. The story 

began when there was a company which wanted to build an additional floor on a 

building construction in Jakarta. The local government claimed that the construction of 

this additional floor would impact on both the environment and the community. 

Therefore, the local government decided that the company should pay compensation as 

a form of its social responsibility. This fund was then used by Ahok to finance the 

Semanggi project. Another example is the construction of public open space in Jakarta 

that was also funded under CSR activities through the local government partnering with 

Sinarmas, one of the largest corporate groups in Indonesia. This public open space, 

named Kalijodo, is one of the success icons of Ahok’s leadership. 

8.3 The “Top-Down” Approach 

Government intervention in CSR should achieve an optimal balance between state 

intervention and market freedom. Consideration of the government-business 

relationship has resulted in two key ideas being posited: “the civic governance” concept 

whereby the state is required to intervene to protect public good; and the opposite 

thinking, on “consumer sovereignty” following laissez faire market dynamics with 

minimum government intervention (Gjølberg, 2009). The ideas of these two schools of 
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thought lead us to ask whether companies’ CSR performance is best achieved by “hard 

law” through legislated regulatory intervention or through “soft law” by delegated 

voluntary approaches that leverage the power of the market to move companies to be 

socially responsible. 

Companies generally prefer to apply a voluntary rather than a regulatory 

approach because this avoids the imposition of inefficient regulation. Imposing a 

regulative approach limits the flexibility of companies to utilize CSR as an instrument 

to achieve economic goals. Further, companies argue that self-regulation generates 

positive changes in corporate culture towards being socially responsible (Schulz & 

Held, 2004) by giving them opportunities to develop their CSR strategies in particular 

ways. Firstly, it can promote the innovation of CSR practices by companies. Secondly, 

it can be appropriate for all companies, irrespective of sector, size or context, as it 

enables companies to build their CSR strategies to suit their own circumstances. 

Thirdly, the voluntary approach tends to give more substantive benefits for the 

companies that are acting in socially and environmentally responsible ways 

(Williamson, Lynch-Wood, & Ramsay, 2006). However, in the developing countries’ 

context, promoting a soft law approach that relies on the voluntariness of a company’s 

self-regulation and policy setting may not be as appropriate. Porter and Van der Linde 

(1995) for example, disagree with the proposition that government intervention can 

increase business costs. They found that, in the case of environmental regulations, these 

can trigger innovations that can offset the costs involved in reducing the negative effect 

of operations on the environment, resulting in efficiencies and making companies more 

competitive in the global market. It is also evident that mandatory initiatives from 

government can fill the gap due to a lack of companies’ voluntary initiatives to be 

socially responsible. The penalization of companies for not conducting CSR may force 

them to comply with mandatory requirements and encourage higher levels of 

compliance. 

Figure 9.1 shows how the top-down approach is adopted in CSR in Indonesia. 

The SOEs in Indonesia are required to implement CSR in compliance with the 

Company Act and also Law No. 19/2003 regarding Indonesian SOEs. All SOEs are 

required to engage in PKBL activities, while SOEs that are listed on the IDX also 

required engaging in CSR activities. The mechanisms of CSR implementation for SOEs 

are regulated in ministerial decree. Meanwhile, the mechanism for CSR implementation 

for companies in the private sector is defined in their annual meeting. In compliance 

with the Indonesian Accounting Standards, all companies that are listed on the IDX 
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must disclose their CSR activities in their annual report. However, companies are also 

allowed to issue their CSR reporting separately. For the Indonesian SOEs, the 

ministerial decree requires all SOEs to issue their PKBL report as part of the 

government's transparency towards society related to its social activities. Meanwhile, 

for SOEs that are listed on the IDX means that those SOEs have to disclose their CSR 

activities both in their annual report and issue a PKBL report separately. Interestingly, 

most of the SOEs that are listed on the IDX disclose their CSR in their annual report, 

PKBL report, and sustainability report. 

Figure 8.1: CSR Implementation in Indonesia 
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Owned Enterprises, Institute of Indonesian Chartered Accountants 

The legal sanctions that apply to companies who fail to implement CSR 

programs are rather ambiguous in the CSR legislation. Law No. 25/2007 on Investment 

sets out administrative sanctions in the form of written warnings from central 

government, limitation of business activities, freezing of investment activities or the 

revocation of investment permits. However, these sanctions apply to investors who fail 

to comply with all requirements stated in the Law of Investment, including CSR 

activities. This means that the sanctions are not specifically set to punish businesses that 

are not conducting CSR. The Law No. 40/2007 on Limited Liability Companies also 
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provides sanctions for companies that are not conducting CSR. However, the sanctions 

are not detailed, but only state that “sanctions will be given in accordance with related 

laws”. This statement is ambiguous, as the law provides no further explanation and no 

other CSR legislation refers to sanctions for noncompliance. In the discussion with the 

CSR expert who visits Brisbane, she expressed her opinion that Indonesia lack 

experience in punishing companies. She argues that in terms of CSR, the legislation is 

not able to punish businesses. Furthermore, she explains that based on her experience, it 

is very rare to see a company being penalized for their bad attitudes. And also, if the 

company has been charged, she thinks that they can avoid it using their money and 

power. This weak enforcement of CSR legislation has made the CSR expert in 

Indonesia pessimistic about businesses being sanctioned if they are not compliant with 

the laws. The country’s environment, where the corruption of law enforcers such as 

police, judges and prosecutors is present, leads to the lack of implementation of these 

laws because money can buy off the law enforcers, and businesses have financial and 

political power in this respect. In addition, difficulties in applying sanctions for CSR 

non-compliance may also derive from the lack of indicators measuring CSR 

performance. CSR legislation focuses only on budgeting and planning, with a lack of 

emphasis on assessing the benefits of programs to local communities. This means that 

as long as the company provides a budget and plans for CSR, it is in compliance with 

the laws. 

Given this finding, whilst symbolically the CSR legislation seems to apply a 

hard approach, in practice the Indonesian CSR legislation is not as severe as it looks. 

The CSR regulations discussed in Chapter 8 apply to the government approach to CSR 

in forcing companies to conduct CSR by providing penalties or punishments for 

companies if they do not perform CSR. In the case of Indonesia’s CSR laws, it is 

evident that the government issued the laws to control companies regarding CSR. 

However, the lack of sanctions through clear penalties in the legislation weakens the 

enforcement of these laws. In addition, the weak law enforcement culture in Indonesia 

may contribute to the lack of implementation of these CSR laws, impeding the goal of 

the laws to improve the lives of local people, and bringing into question how serious the 

central government is about this goal. 

While the positive potential of enforcement action and penalties has already 

been noted for mandatory CSR, these same attributes can also create downsides. For 

example, with regard to regulation, the costs of enforcement are placed on the 

government; while limited enforcement resources may lead to increased evasive 
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activity. Furthermore, some commentators have noted that monetary penalties may be 

insufficient to encourage compliance in all cases and may come to be seen as merely 

another cost associated with doing business. In such instances, even mandatory 

regulation may be insufficient to regulate corporate behaviour. The drawbacks of a 

mandatory approach are also associated with the methods used, particularly when they 

emerge from legislative efforts. The time-consuming nature of legislative undertakings 

may make regulatory solutions less responsive to quickly evolving situations. 

Furthermore, it has also been observed that legislation tends to be less tailored to 

industry needs, an issue that may be important where the regulation will apply to 

corporations in different sectors and of different sizes. 

Related to development in rural area, companies engage in CSR because the 

government fails or is unable to fulfil its role. Companies may play a part in filling this 

gap through voluntary CSR initiatives. As Schwabenland (2006) maintained, many 

governments in developing countries are facing major problems with poverty and so 

they use the private sector to carry out certain social and environmental activities that 

they are unable to provide. In other words, the authorities have promoted the adoption 

of CSR without imposing a mandate. Thus, the private sector should engage in CSR 

activities as a partner with government rather than in competition with it. Therefore, the 

government’s role should be to create an appropriate environment for implementing and 

promoting CSR practices. In a discussion with manager of CSR department of one gold 

mining company in Indonesia, it was found that in the rural areas this is not happening. 

Instead, many local governments are taking advantage of corporate CSR activities for 

development programs that the government should undertake. Consequently, there is a 

perception in local societies that the corporation undertaking operational activities in 

their area is also responsible for development such as infrastructure. The manager gives 

an example that initially there was no sufficient supply of electricity in their mining 

area. For that reason, the company initiates to build a power plant for the benefit of the 

company and also the surrounding community. The company also builds roadways to 

facilitate the company needs. However, in the end the local communities eventually 

asked the company to build larger power plant and road so that they can also enjoy the 

electricity and the infrastructure. This happens because local community assumes that 

the company has taken something (in this context of natural resources) from their 

region. So, in return, the company have obligation to build their area. However, these 

kinds of developments should be the government’s part and not the corporations. 
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This reason that leads many companies in Indonesia is doing their CSR in the 

form of philantrophy activities. This is consistent with the finding in chapter 8 because 

the companies want to establish a good relationship with the local community. 

However, the concept of CSR is more than charity or philanthropic activities. 

8.4 Summary 

The role of the Indonesian government as a key actor is shown through the ownership of 

the SOEs. Since 1965, the Indonesian government has partnered with SMEs and 

cooperatives in the program, Partnership and Community Development (PKBL). A 

positive result can be seen in the achievement of food self-sufficiency in 1983. After 38 

years of being one of the largest rice importing countries in the world, Indonesia has not 

imported rice since 1983. Moreover, when a crisis hit Asian countries in 1998, it was 

proven that assistance to SMEs saved the Indonesian economy. This is because, while 

large companies went bankrupt, SMEs benefited from the high value of the rupiah 

against US dollar. This demonstrates the benefits of the role of government as a CSR 

actor. Moreover, this chapter also shows how mandatory CSR has been implemented 

commencing from 2007. For those SOEs listed on the Indonesian Stock Exchange, there 

are two government regulations: first is the requirement of PKBL through a ministerial 

decree, and second is the Company Act 2007. From this, it shows that the Indonesian 

government plays a role both as a CSR driver and also a CSR actor. 

The seriousness of the Indonesian government to legislate the amount that 

companies should spend on their mandatory CSR is reflected in a draft law on CSR 

currently being discussed in the People’s Assembly as at 2017. Although the draft is 

still being discussed, the business association in Indonesia is preparing to file against 

the law if the government passes it. This shows that not all stakeholders have the same 

concept of CSR, although it has been proven that companies have an awareness of the 

importance of CSR activities. 
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CHAPTER 9 

 CONCLUSION 

 

9.1 Introduction 

This conclusion section discusses important implications, and highlights both the 

theoretical and practical contributions from the findings of this study. The first section 

discusses the contribution of the study to the CSR literature. Section two discusses its 

potential contribution to CSR practice, while the next section discusses future research 

directions and the limitations of the study.   

9.2 Contribution to Theory and Literature 

This research makes a contribution to the CSR literature by illustrating two things: first 

how the “top-down” approach is implemented in CSR development in Indonesia and, 

second, how stakeholder and institutional pressure affect CSR implementation in the 

context of mandated CSR legislation. This challenged the researcher to examine the past 

by tracing back CSR regulation for the Indonesian SOEs and associate it with current 

implementation. The voluntariness of CSR initiatives proposed by developed countries 

derives from the ability of the state to enforce a taxation system and provide public 

goods and services to all communities. In a country like Indonesia, with weaker 

institutions around company taxation and less capacity for public provision, the 

involvement of companies in the development of Indonesia is important. Proposing a 

voluntary approach may not fit for Indonesia, as companies might, as a result, perform 

CSR in many ways similar to developed countries, such as giving welfare to their 

employees and their families, maintaining the supply chain network, or using green 

technology for operational efficiency. Mandated CSR legislation in Indonesia and its 

emphasis on wealth distribution for the purposes of development is undoubtedly 

influenced by the disparity of development among regions and the history of 

companies’ irresponsible practices during the President Soeharto era. 

Further, the CSR legislation becomes an important institutional symbol for 

local stakeholders to request company CSR. The stakeholder literature has focused on 

the assessment of salient stakeholders that can influence companies’ operations and 

make requests for companies to engage in CSR. In this respect, the company assesses 

the various stakeholders and categorizes them based on their power to influence the 

company. However, the present study offers a different approach by relating those 

stakeholder powers to the companies’ power and interests. The power of stakeholders 
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may not influence the company if the company has political connections that can 

mitigate this stakeholder power. Furthermore, less powerful stakeholders may become 

beneficial to the company if a stakeholder can align itself with a company’s interest, 

such as building their reputation or gaining local acceptance. 

9.3 Contribution to Practice 

Mandating corporate social responsibility was expected to be a “bridge” to better 

integrate companies and communities. CSR that is based on broad stakeholder 

engagement and benefits a range of stakeholders can create ways for a company and a 

community to stand and work together to solve societal issues in the village. To achieve 

this goal, some improvement to the mandated CSR legislation and its implementation 

should be considered to better integrate development and business interests. The 

legislation should focus on ensuring the meaningful participation of broad sets of 

stakeholders from local communities. The present research offers some implications and 

recommendations for CSR legislation and implementation. Eliminating Indonesian CSR 

laws and regulations is not an option recommended as a result of this study. The 

legislation provides important symbolic institutional value and can provide an 

institutional space for dialogue between companies and communities. CSR is still 

important for Indonesia to solve problems of development disparity between regions. 

However, this study shows that there is a weakness in the existing CSR laws and their 

implementation regulations. The laws and their regulations ambitiously intend to force 

companies to be involved in local development issues without giving direction on how 

to use or distribute the CSR resources. It is important for the central government to 

provide businesses with further guidance and directions on how to implement CSR in 

their local districts. Therefore, the existing CSR laws and regulations should also 

acknowledge with whom the companies should engage to distribute the resources, and 

how the companies should distribute them. In this manner, this research recommends 

some steps that need to be taken to review CSR laws. 

This study revealed that CSR laws and regulations appear to be issued by the 

central Indonesian government because of pressures from local government and local 

communities to demand greater contributions from companies exploiting their natural 

resources. According to Rosser and Edwin (2010) CSR laws were enacted with a lack of 

research and study on CSR issues during the drafting process. In addition, the drafting 

process of the CSR laws, particularly Law No. 40/2007 of the Company Act, was 

compromised by several interests in the process of legislation, such as business 
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associations and the government; while ignoring NGOs and local community interests 

due to their lack of power and influence. This situation becomes worse in that the 

Indonesian government has currently lodged an amendment to the CSR law to be 

discussed in the People’s Assembly. The People’s Assembly is proposing to legislate 

the amount that companies should spend on their CSR which is, of course, against the 

voluntary concept that was embedded in the original CSR ruling.    

The need for research on CSR issues is crucial for government to have 

evidence-based insight into the implementation of CSR legislation. Government should 

place greater emphasis on launching and organizing research projects, policy debates 

and conferences on CSR issues within Indonesia and across countries. A comprehensive 

review of the mandated CSR legislation is needed in order to incorporate both society’s 

and business’s needs; and is perhaps timely, given that it is now almost a decade since 

CSR legislation was first implemented in the field. How companies, local governments 

and communities interpret the laws and regulations should be a core aim for such 

research, so that the central government can better decide how to further legislate and 

implement CSR in Indonesia. Many organizations and institutions from NGOs and 

businesses group associations with an interest in CSR have been established since the 

CSR laws were issued. Policy makers might better understand the importance of their 

participation, opinions and views in reviewing CSR laws and regulations. Such 

perspectives were significantly absent during the drafting of the initial CSR laws. 

Broader participation would ensure transparency and accountability in the policy 

formulation process as well as the greater effectiveness of the policy. For ensuring such 

participation, discussions on CSR issues could be encouraged to clarify the objectives of 

the legislation. In addition, electronic and print media could be utilized to ensure public 

participation and to canvass public opinion about CSR. Regular discussion in the form 

of talk shows featuring businesses, communities and government as policy makers 

discussing CSR could be broadcast on radio and television. The print media could be 

used to test general public opinion about specific CSR policies. This discussion would 

make CSR legislation open to citizens and thereby increase their acceptance of reviews. 

Furthermore, a longer-term vision and a mission in formulating CSR laws and 

regulations with development agendas are needed, as these appear to be lacking in the 

present CSR legislation. 

Regarding SOEs, combating corruption in the PKBL sector should be of 

concern to law makers. There are many areas of potential corruption in PKBL 

implementation. Powerful stakeholders such as local government officials and heads of 
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villages and their allies have important roles in PKBL. By making PKBL funds 

transparent and accountable, the society can control how the PKBL funds are distributed 

via the roles of these parties. Local villagers can even assist SOEs to implement 

successful PKBL projects. Social control refers generally to societal and political 

mechanisms or processes that regulate individual and group behaviour in an attempt to 

gain conformity and compliance to the rules of a given society, state, or social group. 

An informal social control can be achieved in this way by which PKBL projects can be 

internalized through socialization processes. Socializing PKBL funds and projects to a 

community would lead powerful stakeholders to confine their behavior to the narrower 

range of what is acceptable given such community standards. 

9.4 Further Research 

This thesis may inspire future researchers in several ways. The empirical evidence 

derived from this research generates an opportunity for an expanded study to 

consolidate the findings and explanations for advancing knowledge on Indonesian 

mandated CSR. By limiting the research scope on the development of CSR from 1965 

to 2015 and its implementation in present settings, this study has created a basis on 

which future researchers can expand the study to a specific industry or SOE. Findings in 

chapter 8 show that the IDX categorized companies in nine industries. Therefore, any 

future study could examine more thoroughly the nature of CSR in a specific industry 

and the correlation between the industry and the CSR activities that are chosen. 

Indonesia is comprised of many areas that have abundant natural resources and similar 

issues regarding companies – environmental issues or company–community issues. 

Therefore, further research has opportunity to investigate these issues and give 

recommendations from CSR perspectives. Hence the findings of this research may 

encourage future researchers to undertake investigations into a specific industry. 

Moreover, the findings of this study on the role of the Indonesian government also can 

be a guide for further study to investigate CSR in specific SOEs.  

Future studies could apply different approaches, such as a quantitative 

approach to survey the amount and the number of CSR projects being delivered and 

their impact on local communities in Indonesia. Conducting a cross-country analysis of 

mandated CSR, especially in those countries which have issued mandated laws and 

policies such as India, may offer important insights for improving the benefits delivered 

by mandated CSR. Furthermore, a comparison could be made between those countries 

in order to explore the similarities and dissimilarities in their mandated CSR, and how 
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each country operationalizes a mandated CSR. This cross-country analysis will help 

Indonesia and other countries to strengthen CSR policies, as well as to learn new ways 

to implement mandated legislation, not only with the country that has CSR regulation. 

Further study also has opportunity to investigate and do a comparative analysis between 

Indonesia and another country that has SOEs where its businesses are dominated by 

SOEs, such as China, to study whether there are similarities in the roles of governments 

in CSR development through SOEs. Most developing countries have SOEs that 

dominate their businesses to preserve the economic interests of their community. 

9.5 Limitation of the Study 

Studying the development of CSR in the context of Indonesia appears to be important 

because of the mandatory CSR regulation. However, the present study exhibits certain 

limitations. Firstly, in the context of evaluating the implementation of CSR in the 

private sector, this study is limited to companies that are listed on the IDX. This does 

not cover many of the big companies which have business in Indonesia. As a country 

with tremendous natural resources, there are many foreign mining companies operating 

in Indonesia. However, they are not listed on the IDX. All these mining companies have 

mine sites in rural areas where many social and environmental issues occur. On the 

other hand, most of these companies also have a good CSR project both for their society 

and the environment. Therefore, this becomes the limitation of this study. However, the 

findings from this study can give in-depth insights and allow us to study the important 

role of government in CSR development. 

Second, because the interviews conducted for this study were not planned and 

run as a discussion, there are no recordings. I relied on the notes I took during the 

interviews to capture important terms or labels mentioned by the participants, and then 

allowed time immediately afterwards to write these up in some detail while still fresh in 

my mind. In order to deal with the possibility of my misinterpreting participants’ views, 

I had to follow up conversations with emails about the findings.  

In summary, this study found that the government plays a significant role in 

CSR development in Indonesia. Since 1980, the Indonesian government has become the 

key actor as its role as the owner of SOEs. The government social responsibility in the 

form of partnership with SMEs and doing community development are still going up to 

now. Since the enactment of Company Act in 2007, the Indonesian government adds its 

role as a driver. The top-down approach that has been implemented in CSR 

development proved success. This evident reflected on the annual report of companies 
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that listed in IDX. From 530 companies, only 129 companies or by 24 percent 

companies that not disclosed their CSR activities in their annual reports. 
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APPENDICES 

 

Appendices 1: Company List
7
 and Website Address Based on Industry 

Agriculture Industry 

No Company Website Address 

1 Astra Agro Lestari, Tbk www.astra-agro.co.id/ 

2 PT Austindo Nusantara Jaya, Tbk. www.anj-group.com/ 

3 Bisi International, Tbk www.bisi.co.id 

4 Bumi Teknokultura Unggul, Tbk www.btek.co.id/ 

5 Eagle High Plantations, Tbk www.eaglehighplantations.com/ 

6 Central Proteina Prima, Tbk www.cpp.co.id 

7 Dharma Samudera Fishing Ind., Tbk Not Available 

8 PT Dharma Satya Nusantara, Tbk Not Available 

9 Gozco Plantations, Tbk www.gozco.com 

10 Inti Agri Resources, Tbk Not Available 

11 Jaya Agra Wattie, Tbk www.jawattie.com 

12 PP London Sumatra Indonesia, Tbk www.londonsumatra.com 

13 Multi Agro Gemilang Plantation, Tbk Not Available 

14 Provident Agro, Tbk www.provident-agro.com 

15 Sampoerna Agro, Tbk www.sampoernaagro.com 

16 Salim Ivomas Pratama, Tbk www.simp.co.id 

17 SMART, Tbk www.smart-tbk.com 

18 PT. Sawit Sumbermas Sarana, Tbk. www.en.ssms.co.id 

19 Tunas Baru Lampung, Tbk www.tunasbarulampung.com 

20 Bakrie Sumatera Plantations, Tbk www.bakriesumatera.com 

 

                                                 
7
 Source of list company was taken from www.idx.co.id 
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Basic Industry and Chemical 

No Company Website Address 

1 Alam Karya Unggul, Tbk Not Available 

2 Argha Karya Prima Ind., Tbk www.arghakarya.com 

3 Alkindo Naratama, Tbk www.alkindo.co.id 

4 Alakasa Industrindo, Tbk www.ai.alakasa.co.id 

5 Alumindo Light Metal Industry, Tbk www.alumindo.com 

6 Asahimas Flat Glass, Tbk www.amfg.co.id 

7 PT. Ateliers Mecaniques D'Indonesie, Tbk. www.atmindoboiler.com 

8 Asiaplast Industries, Tbk www.asiaplast.co.id 

9 Arwana Citramulia, Tbk www.arwanacitra.com 

10 Saranacentral Bajatama, Tbk www.saranacentral.com 

11 Berlina, Tbk www.berlina.co.id 

12 Barito Pacific, Tbk www.barito.co.id 

13 Betonjaya Manunggal, Tbk www.bjm.co.id 

14 PT. Budi Starch & Sweetener, Tbk. www.budistarchsweetener.com 

15 Charoen Pokphand Indonesia, Tbk www.cp.co.id 

16 Citra Tubindo, Tbk www.citratubindo.com 

17 Duta Pertiwi Nusantara, Tbk www.dpn.co.id 

18 Ekadharma International, Tbk www.ekadharma.com 

19 Eterindo Wahanatama, Tbk www.eterindo.com 

20 Fajar Surya Wisesa, Tbk www.fajarpaper.com 

21 PT. Lotte Chemical Titan, Tbk. www.lottechem.co.id 

22 Gunawan Dianjaya Steel, Tbk www.gunawansteel.com 

23 Champion Pacific Indonesia, Tbk www.champion.co.id 

24 Indal Aluminium Industry, Tbk www.indalcorp.com 

25 Intanwijaya Internasional, Tbk www.intanwijaya.com 

26 Indah Kiat Pulp & Paper, Tbk www.asiapulppaper.com 

27 Toba Pulp Lestari, Tbk www.tobapulp.com 

28 Indocement Tunggal Prakarsa, Tbk www.indocement.co.id 

29 Indopoly Swakarsa Industry, Tbk www.ilenefilms.com 
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No Company Website Address 

30 PT. Steel Pipe Industry of Indonesia, Tbk www.spindo.com 

31 Jakarta Kyoei Steel Works, Tbk Not Available 

32 JAPFA Comfeed Indonesia, Tbk www.japfacomfeed.co.id 

33 Jaya Pari Steel, Tbk www.jayaparisteel.co.id 

34 Kertas Basuki Rachmat Indonesia, Tbk www.kbri.co.id 

35 Keramika Indonesia Assosiasi, Tbk www.kiaceramics.com 

36 Krakatau Steel (Persero), Tbk www.krakatausteel.com 

37 Lion Metal Works, Tbk www.lionmetal.co.id 

38 Lionmesh Prima, Tbk www.lionmesh.com 

39 Malindo Feedmill, Tbk www.malindofeedmill.com 

40 Mulia Industrindo, Tbk www.muliaindustrindo.com 

41 Pelat Timah Nusantara, Tbk www.latinusa.co.id 

42 Pelangi Indah Canindo, Tbk www.pic.co.id 

43 PT Cikarang Listrindo, Tbk. www.listrindo.com 

44 Sekawan Intipratama, Tbk Not Available 

45 Siwani Makmur, Tbk www.siwani.co.id 

46 Sierad Produce, Tbk www.sieradproduce.com 

47 PT. Semen Baturaja (Persero), Tbk www.semenbaturaja.co.id 

48 Holcim Indonesia, Tbk www.holcim.co.id 

49 Semen Indonesia (Persero), Tbk www.semenindonesia.com 

50 Sorini Agro Asia Corporindo, Tbk www.sorini.co.id 

51 Suparma, Tbk www.ptsuparmatbk.com 

52 Indo Acidatama, Tbk www.acidatama.co.id 

53 PT. SLJ Global, Tbk www.sljglobal.com 

54 PT. Tunas Alfin, Tbk www.tunasalfin.com 

55 Tembaga Mulia Semanan, Tbk www.pttms.co.id 

56 Tirta Mahakam Resources, Tbk www.tirtamahakam.com 

57 Pabrik Kertas Tjiwi Kimia, Tbk www.tjiwi.co.id 

58 Surya Toto Indonesia, Tbk www.toto.co.id 
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No Company Website Address 

59 Chandra Asri Petrochemical, Tbk www.chandra-asri.com 

60 Trias Sentosa, Tbk www.trias-sentosa.com 

61 Unggul Indah Cahaya, Tbk www.uic.co.id 

62 Yanaprima Hastapersada, Tbk www.yanaprima.com 

 

Consumer Goods 

No Company Website Address 

1 Akasha Wira International, Tbk www.akashainternational.com 

2 Tiga Pilar Sejahtera Food, Tbk www.tigapilar.com 

3 Tri Banyan Tirta, Tbk Not Available 

4 PT. Garuda Metalindo, Tbk. www.garudametalindo.com 

5 Bukaka Teknik Utama, Tbk www.bukaka.com 

6 PT. Wilmar Cahaya Indonesia, Tbk. www.wilmarcahayaindonesia.com 

7 Delta Djakarta, Tbk www.deltajkt.co.id 

8 Darya-Varia Laboratoria, Tbk darya-varia.com 

9 Gudang Garam, Tbk www.gudanggaramtbk.com 

10 HM Sampoerna, Tbk www.sampoerna.com 

11 Indofood CBP Sukses Makmur, Tbk www.indofoodcbp.com 

12 Indofarma, Tbk www.darya-varia.com 

13 Indofood Sukses Makmur, Tbk www.indofood.com 

14 Kimia Farma (Persero), Tbk www.kimiafarma.co.id 

15 Kedawung Setia Industrial, Tbk www.kedawungsetia.com 

16 Kedaung Indah Can, Tbk www.kedaungindahcan.com 

17 PT. Kino Indonesia, Tbk www.kino.co.id 

18 Kalbe Farma, Tbk www.kalbe.co.id 

19 Langgeng Makmur Industri, Tbk www.langgengmakmur.com 

20 Martina Berto, Tbk www.martinaberto.co.id 

21 Merck, Tbk www.merck.co.id 

22 Multi Bintang Indonesia, Tbk www.multibintang.co.id 

23 Mustika Ratu, Tbk www.mustika-ratu.co.id 
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No Company Website Address 

24 Mayora Indah, Tbk www.mayora.com 

25 Prasidha Aneka Niaga, Tbk www.prasidha.co.id 

26 PT Red Planet Indonesia, Tbk www.redplanetindonesia.com 

27 Pyridam Farma, Tbk www.pyridam.com 

28 Bentoel International Investama, Tbk www.bentoelgroup.com 

29 Nippon Indosari Corpindo, Tbk www.sariroti.com 

30 Merck Sharp Dohme Pharma, Tbk Not Available 

31 PT. Industri Jamu dan Farmasi Sido 

Muncul, Tbk 
www.sidomuncul.id 

32 Surya Intrindo Makmur, Tbk www.simtbk.co.id 

33 Sekar Bumi, Tbk www.sekarbumi.com 

34 Sekar Laut, Tbk www.sekarlaut.com 

35 Taisho Pharmaceutical Indonesia, Tbk www.taisho.co.id 

36 Siantar Top, Tbk www.siantartop.co.id 

37 Mandom Indonesia, Tbk www.mandom.co.id 

38 Tempo Scan Pacific, Tbk www.thetempogroup.ne 

39 Ultra Jaya Milk Industry, Tbk www.ultrajaya.co.id 

40 Unilever Indonesia, Tbk www.unilever.co.id 

41 Wismilak Inti Makmur, Tbk www.wismilak.com 

  

Finance Industry 

No Company Website Address 

1 Adira Dinamika Multi Finance, Tbk www.adira.co.id 

2 Bank Rakyat Indonesia Agroniaga, Tbk www.briagro.co.id 

3 PT. Bank Agris, Tbk www.bankagris.co.id 

4 Asuransi Harta Aman Pratama, Tbk www.asuransi-harta.co.id 

5 PT. Majapahit Inti Corpora, Tbk. www.majapahitinticorpora.co.id 

6 Asuransi Multi Artha Guna, Tbk www.mag.co.id 

7 Pacific Strategic Financial, Tbk www.apic.co.id 

8 Arthavest, Tbk www.arthavest.com 
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No Company Website Address 

9 PT. Bank Artos Indonesia, Tbk www.bankartos.co.id 

10 Asuransi Bintang, Tbk www.asuransibintang.com 

11 Asuransi Dayin Mitra, Tbk www.asuransidayinmitra.com 

12 Asuransi Jasa Tania, Tbk www.jastan.co.id 

13 PT. Asuransi Mitra Maparya, Tbk. www.asuransimitra.com 

14 Asuransi Ramayana, Tbk www.ramayanainsurance.com 

15 PT. Bank MNC Internasional, Tbk www.mncbank.co.id 

16 Bank Capital Indonesia, Tbk www.buanafinance.com 

17 Bank Central Asia, Tbk www.bca.co.id 

18 PT. Bank Harda Internasional, Tbk. www.bankbhi.co.id 

19 Bank Bukopin, Tbk www.bukopin.co.id 

20 Buana Finance, Tbk www.buanafinance.com 

21 PT. Bank Mestika Dharma, Tbk. www.bankmestika.co.id 

22 Bank Negara Indonesia, Tbk www.bni.co.id 

23 Bank Nusantara Parahyangan, Tbk www.bankbnp.com 

24 Bank Rakyat Indonesia (Persero), Tbk www.ir-bri.com 

25 Bank Tabungan Negara (Persero), Tbk www.btn.co.id 

26 PT. Bank Yudha Bhakti, Tbk www.yudhabhakti.co.id 

27 MNC Kapital Indonesia, Tbk www.mncgroup.com 

28 PT. Bank JTrust Indonesia, Tbk. www.jtrustbank.co.id 

29 Bank Danamon Indonesia, Tbk www.danamon.co.id 

30 Bank Pundi Indonesia, Tbk Not Available 

31 BFI Finance Indonesia, Tbk www.bfi.co.id 

32 PT. Bank Ganesha, Tbk www.bankganesha.co.id 

33 PT. MNC Investama, Tbk. www.mncgroup.com 

34 PT. Bank Ina Perdana, Tbk. www.bankina.co.id 

35 Bank Pembangunan Daerah Jawa Barat dan 

Banten, Tbk 
Not Available 

36 Bank Pembangunan Daerah Jawa Timur, Tbk www.bankjatim.co.id 

37 PT. Bank QNB Indonesia, Tbk www.qnb.co.id 
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No Company Website Address 

38 PT. Bank Maspion Indonesia, Tbk www.bankmaspion.co.id 

39 Bank Mandiri (Persero), Tbk www.bankmandiri.co.id 

40 Bank Bumi Arta, Tbk www.bankbba.co.id 

41 Bank CIMB Niaga, Tbk www.cimbniaga.com 

42 PT. Bank Maybank Indonesia, Tbk www.maybank.co.id 

43 Bank Permata, Tbk www.permatabank.com 

44 Batavia Prosperindo Finance, Tbk www.bpfi.co.id 

45 PT. Batavia Prosperindo Internasional, Tbk. www.bpinternasional.com 

46 Bank Sinarmas, Tbk www.banksinarmas.com 

47 Bank of India Indonesia, Tbk www.boiindonesia.co.id 

48 Bank Tabungan Pensiunan Nasional, Tbk www.btpn.com 

49 Bank Victoria International, Tbk www.victoriabank.co.id 

50 Clipan Finance Indonesia, Tbk www.clipan.co.id 

51 PT. Chitose Internasional, Tbk www.chitose-indonesia.com 

52 Danasupra Erapacific, Tbk www.danasupra.com 

53 PT. Bank Dinar Indonesia, Tbk. www.bankdinar.co.id 

54 Equity Development Investment, Tbk www.theequityone.com 

55 HD Capital, Tbk www.hdx.co.id 

56 Radana Bhaskara Finance, Tbk Not Available 

57 PT. Intan Baruprana Finance, Tbk www.ibf.co.id 

58 PT. Indomobil Multi Jasa, Tbk www.indomobilmultijasa.com 

59 Bank Artha Graha Internasional, Tbk www.arthagraha.com 

60 PT. Kresna Graha Investama, Tbk www.kresnainvestments.com 

61 Lippo General Insurance, Tbk www.lippoinsurance.com 

62 Lippo Securities, Tbk www.lipposecurities.com 

63 PT. Bank Mayapada Internasional, Tbk www.bankmayapada.com 

64 Bank Windu Kentjana International, Tbk Not Available 

65 PT. Intermedia Capital, Tbk www.imc.co.id 

66 Bank Mega, Tbk www.bankmega.com 
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No Company Website Address 

67 Mandala Multifinance, Tbk www.mandalafinance.com 

68 PT. Magna Finance, Tbk www.magnafinance.co.id 

69 Maskapai Reasuransi Indonesia, Tbk www.marein-re.com 

70 Capitalinc Investment, Tbk www.capitalinc.co.id 

71 PT. Asia Pacific Investama, Tbk. Not Available 

72 PT. Bank Mitraniaga, Tbk www.bankmitraniaga.co.id 

73 Bank OCBC NISP, Tbk www.ocbcnisp.com 

74 PT. Bank Nationalnobu, Tbk www.nobubank.com 

75 Onix Capital, Tbk www.ocap.co.id 

76 Minna Padi Investama, Tbk www.minnapadi.com 

77 Panin Sekuritas, Tbk www.pans.co.id 

78 Panca Global Securities, Tbk www.pancaglobal.co.id 

79 Bank Panin Indonesia ,Tbk www.panin.co.id 

80 PT. Bank Panin Syariah, Tbk www.paninbanksyariah.co.id 

81 Paninvest, Tbk www.paninvest.co.id 

82 Panin Financial, Tbk www.paninfinancial.co.id 

83 Reliance Securities, Tbk www.reliance-securities.com 

84 Danayasa Arthatama, Tbk Not Available 

85 PT. Bank Woori Saudara Indonesia 1906, Tbk www.bankwoorisaudara.com 

86 Sinar Mas Multiartha, Tbk www.smma.co.id 

87 Tifa Finance, Tbk www.tifafinance.co.id 

88 Trimegah Securities, Tbk www.trimegah.com 

89 Trust Finance Indonesia, Tbk www.trustfinanceindonesia.com 

90 PT. Victoria Investama, Tbk www.victoriainvestama.co.id 

91 PT. Victoria Insurance, Tbk www.victoriainsurance.co.id 

92 Verena Multi Finance, Tbk www.verena.co.id 

93 Wahana Ottomitra Multiartha, Tbk www.wom.co.id 

94 Yulie Sekurindo, Tbk www.yuliesekurindo.com 
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Infrastructure, Utilities, and Transportation 

No Company Website Address 

1 Arpeni Pratama Ocean Line, Tbk www.bull.co.id 

2 Adi Sarana Armada, Tbk Not Available 

3 PT. Anabatic Technologies, Tbk www.anabatic.com 

4 PT. Bali Towerindo Sentra, Tbk www.balitower.co.id 

5 Pelayaran Nasional Bina Buana Raya, Tbk www.bbr.co.id 

6 Primarindo Asia Infrastructure, Tbk www.primarindo.co.id 

7 PT. Blue Bird, Tbk www.bluebirdgroup.com 

8 Berlian Laju Tanker, Tbk www.blt.co.id 

9 Bakrie Telecom, Tbk www.bakrieglobal.com 

10 Buana Listya Tama, Tbk www.bull.co.id 

11 PT. Capitol Nusantara Indonesia, Tbk www.cani.co.id 

12 Cardig Aero Services, Tbk www.pt-cas.com 

13 Citra Marga Nusaphala Persada, Tbk www.id.citramarga.com 

14 XL Axiata, Tbk www.xl.co.id 

15 Smartfren Telecom, Tbk www.smartfren.com 

16 Garuda Indonesia (Persero), Tbk www.garuda-indonesia.com 

17 Humpuss Intermoda Transportasi, Tbk www.hits.co.id 

18 PT. Indonesia Transport & Infrastructure, Tbk www.indonesia-air.com 

19 Inti Bangun Sejahtera, Tbk www.ibstower.com 

20 PT. Indonesia Pondasi Raya, Tbk www.indopora.com 

21 Tanah Laut, Tbk www.tanahlaut.co.id 

22 Indika Energy, Tbk www.indikaenergy.co.id 

23 Inovisi Infracom, Tbk Not Available 

24 Indosat, Tbk www.indosatooredoo.com 

25 Jasa Marga, Tbk www.jasamarga.com 

26 Icti Jasa Prima, Tbk www.ijp.co.id 

27 Leyand International, Tbk Not Available 

28 PT. Logindo Samudramakmur, Tbk www.logindo.co.id 

29 First Media, Tbk www.firstmedia.com 
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No Company Website Address 

30 PT. Eka Sari Lorena Transport, Tbk Not Available 

31 PT. Mitrabara Adiperdana, Tbk www.mitrabaraadiperdana.co.id 

32 Mitrabahtera Segara Sejati, Tbk www.mbss.co.id 

33 Nusantara Infrastructure, Tbk www.nusantarainfrastructure.com 

34 Mitra International Resources, Tbk www.mitrarajasa.com 

35 Pelayaran Nelly Dwi Putri, Tbk www.nellydwiputri.co.id 

36 Perusahaan Gas Negara (Persero), Tbk www.pgn.co.id 

37 Indo Straits, Tbk www.indostraits.co.id 

38 Rukun Raharja, Tbk www.raja.co.id 

39 Rig Tenders, Tbk www.rigtenders.co.id 

40 Steady Safe, Tbk www.steadysafe.co.id 

41 Sidomulyo Selaras, Tbk www.sidomulyo.com 

42 PT. Sillo Maritime Perdana, Tbk www.sillomaritime.com 

43 Samudera Indonesia, Tbk www.samudera.co.id 

44 PT. Soechi Lines, Tbk www.soechi.com 

45 Solusi Tunas Pratama, Tbk www.stptower.com 

46 Express Transindo Utama, Tbk www.expressgroup.co.id 

47 PT. Tower Bersama Infrastructure, Tbk www.tower-bersama.com 

48 Telekomunikasi Indonesia (Persero), Tbk www.telkom.co.id 

49 Pelayaran Tempuran Emas, Tbk www.temasline.com 

50 Sarana Menara Nusantara, Tbk www.ptsmn.co.id 

51 Trans Power Marine, Tbk www.transpowermarine.com 

52 Trada Maritime, Tbk www.tram.co.id 

53 Truba Alam Manunggal Engineering, Tbk www.truba-manunggal.com 

54 PT. WEHA Transportasi Indonesia, Tbk www.whitehorse.co.id 

55 Wintermar Offshore Marine, Tbk www.wintermar.com 

56 Zebra Nusantara, Tbk Not Available 
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Mining Industry 

No Company Website Address 

1 Adaro Energy, Tbk www.adaro.com 

2 Aneka Tambang (Persero), Tbk www.antam.com 

3 Apexindo Pratama Duta, Tbk www.apexindo.com 

4 Atlas Resources, Tbk www.atlas-coal.co.id 

5 Ratu Prabu Energi, Tbk www.rpenergi.com 

6 Bara Jaya Internasional, Tbk www.barajayainternasional 

7 Benakat Integra, Tbk www.benakat.co.id 

8 Borneo Lumbung Energi & Metal, Tbk www.borneo.co.id 

9 Berau Coal Energy, Tbk www.beraucoalenergy.co.id 

10 Baramulti Suksessarana, Tbk www.bssr.co.id 

11 Bumi Resources, Tbk www.bumiresources.com 

12 Bayan Resources, Tbk www.bayan.com.sg 

13 Cita Mineral Investindo, Tbk Not Available 

14 Cakra Mineral, Tbk. www.ckra.co.id 

15 Citatah, Tbk www.citatah.co.id 

16 Darma Henwa, Tbk www.ptdh.co.id 

17 Central Omega Resources, Tbk www.centralomega.com 

18 Delta Dunia Makmur, Tbk www.deltadunia.com 

19 Elnusa, Tbk www.elnusa.co.id 

20 Energi Mega Persada, Tbk Not Available 

21 Surya Esa Perkasa, Tbk www.sep.co.id 

22 Golden Energy Mines, Tbk www.goldenenergymines.com 

23 Garda Tujuh Buana, Tbk www.gtb.co.id 

24 Harum Energy, Tbk www.harumenergy.com 

25 Vale Indonesia, Tbk www.vale.com 

26 Indo Tambangraya Megah, Tbk www.itmg.co.id 

27 Resource Alam Indonesia, Tbk www.raintbk.com 

28 PT. Mitra Energi Persada, Tbk www.new.mitraenergipersada.com 

29 PT. Merdeka Copper Gold, Tbk. www.merdekacoppergold.com 
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No Company Website Address 

30 Medco Energi Internasional, Tbk www.medcoenergi.com 

31 Mitra Investindo, Tbk www.mitra-investindo.com 

32 Samindo Resources, Tbk www.samindoresources.com 

33 Perdana Karya Perkasa, Tbk www.pkpk-tbk.co.id 

34 J Resources Asia Pasific Tbk www.jresources.com 

35 Tambang Batubara Bukit Asam, Tbk www.ptba.co.id 

36 Petrosea, Tbk www.petrosea.com 

37 Radiant Utama Interinsco, Tbk www.radiant.co.id 

38 Golden Energy Mines Tbk www.go-eagle.co.id 

39 SMR Utama, Tbk www.smrutama.com 

40 Timah (Persero), Tbk www.timah.com 

41 PT. Sigmagold Inti Perkasa, Tbk www.sigmagold.co.id 

42 Toba Bara Sejahtra, Tbk www.tobabara.com 

 

Miscellaneous Industry 

No Company Website Address 

1 Polychem Indonesia, Tbk www.polychemindo.com 

2 Argo Pantes, Tbk www.argopantes.com 

3 Astra International, Tbk www.astra.co.id 

4 Astra Otoparts, Tbk www.component.astra.co.id 

5 Sepatu Bata, Tbk www.bata.co.id 

6 PT. Graha Layar Prima, Tbk Not Available 

7 Indo Kordsa, Tbk www.indokordsa.com 

8 Centex, Tbk www.toray.co.id 

9 PT. Dwi Aneka Jaya Kemasindo, Tbk Not Available 

10 Eratex Djaja, Tbk www.eratexco.com 

11 Ever Shine Textile Industry, Tbk www.evershinetex.com 

12 Goodyear Indonesia, Tbk www.goodyear-indonesia.com 

13 Gajah Tunggal, Tbk www.gt-tires.com 

14 Panasia Indo Resources, Tbk www.panasiagroup.co.id 
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No Company Website Address 

15 Intikeramik Alamasri Industri, Tbk Not Available 

16 Sumi Indo Kabel, Tbk www.sikabel.com 

17 Indomobil Sukses Internasional, Tbk www.indomobil.com 

18 PT. Impack Pratama Industri, Tbk www.impack-pratama.com 

19 Indorama Synthetics, Tbk www.indorama.com 

20 Indospring, Tbk www.indospring.co.id 

21 Jembo Cable Company, Tbk www.jembo.co.id 

22 KMI Wire and Cable, Tbk www.kmiwire.com 

23 Kabelindo Murni, Tbk www.kabelindo.co.id 

24 PT. Grand Kartech, Tbk www.grandkartech.com 

25 Multi Prima Sejahtera, Tbk www.multiprimasejahtera.net 

26 PT. Mahaka Radio Integra, Tbk. www.mari.co.id 

27 Multistrada Arah Sarana, Tbk www.multistrada.co.id 

28 PT. Mitra Komunikasi Nusantara, Tbk. www.mknt.id 

29 Nipress, Tbk www.nipress.com 

30 Pan Brothers, Tbk www1.panbrotherstbk.com 

31 Asia Pacific Fibers, Tbk www.asiapacificfibers.com 

32 Prima Alloy Steel Universal, Tbk www.panther-wheels.net 

33 Sat Nusapersada, Tbk www.satnusa.com 

34 Ricky Putra Globalindo, Tbk www.rpg.co.id 

35 Supreme Cable Manufacturing & Commerce, 

Tbk 
www.sucaco.com 

36 Selamat Sempurna, Tbk www.smsm.co.id 

37 PT. Sri Rejeki Isman, Tbk www.sritex.co.id 

38 Sunson Textile Manufacturer, Tbk www.sunson.co.id 

39 Star Petrcohem, Tbk www.starpetrochem.co.id 

40 Tifico Fiber Indonesia, Tbk www.tifico.co.id 

41 Trisula International, Tbk www.trisula.co.id 

42 Nusantara Inti Corpora, Tbk www.nusantarainticorpora.com 

43 Voksel Electric, Tbk www.voksel.co.id 
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Appendices 2: Listed Companies in Indonesian Stock Exchange (IDX)
8
 

No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

1 Astra Agro Lestari Tbk Y Y Y Y 

2 Mahaka Media Tbk Y N N N 

3 Asuransi Bina Dana Arta Tbk N Y N N 

4 ABM Investama Tbk Y Y N N 

5 Ace Hardware Indonesia Tbk Y Y N N 

6 PT Acset Indonusa Tbk. Y Y N N 

7 Akasha Wira International Tbk N/A 

8 Adhi Karya (Persero) Tbk Y Y Y Y 

9 Adira Dinamika Multi Finance Tbk N N Y Y 

10 Polychem Indonesia Tbk Y Y N N 

11 Adaro Energy Tbk Y Y Y Y 

12 Bank Rakyat Indonesia Agroniaga Tbk Y Y N N 

13 PT Bank Agris Tbk Y Y N N 

14 Asuransi Harta Aman Pratama Tbk N Y N N 

15 Akbar Indomakmur Stimec Tbk N N N N 

                                                 
8
 Downloaded from www.idx.co.id 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

16 Tiga Pilar Sejahtera Food Tbk Y Y N N 

17 Alam Karya Unggul Tbk N/A 

18 Argha Karya Prima Ind. Tbk N/A 

19 AKR Corporindo Tbk Y Y Y Y 

20 PT Majapahit Inti Corpora Tbk. N N N N 

21 Alkindo Naratama Tbk Y Y N N 

22 Alakasa Industrindo Tbk Y Y N N 

23 Alumindo Light Metal Industry Tbk Y Y N N 

24 Tri Banyan Tirta Tbk N Y N N 

25 Asuransi Multi Artha Guna Tbk N Y N N 

26 Asahimas Flat Glass Tbk Y Y N N 

27 PT Ateliers Mecaniques D'Indonesie Tbk. N Y N N 

28 Sumber Alfaria Trijaya Tbk Y Y N N 

29 PT Austindo Nusantara Jaya Tbk. Y Y N N 

30 Aneka Tambang (Persero) Tbk Y Y Y Y 

31 Apexindo Pratama Duta Tbk Y Y N N 

32 Pacific Strategic Financial Tbk N Y N N 

33 PT Arita Prima Indonesia Tbk. N Y N N 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

34 Asiaplast Industries Tbk N Y N N 

35 Agung Podomoro Land Tbk N Y N N 

36 Arpeni Pratama Ocean Line Tbk Y N N N 

37 Argo Pantes Tbk Y Y N N 

38 Atlas Resources Tbk Y Y N N 

39 Arwana Citramulia Tbk N Y N N 

40 Arthavest Tbk N/A 

41 Ratu Prabu Energi Tbk N/A 

42 PT Bank Artos Indonesia Tbk N N N N 

43 Asuransi Bintang Tbk Y Y N N 

44 Asuransi Dayin Mitra Tbk Y Y N N 

45 Astra Graphia Tbk N/A 

46 Astra International Tbk Y Y Y Y 

47 Asuransi Jasa Tania Tbk N/A 

48 PT Asuransi Mitra Maparya Tbk. N/A 

49 Alam Sutera Realty Tbk N/A 

50 Asuransi Ramayana Tbk N N N N 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

51 Adi Sarana Armada Tbk N Y N N 

52 PT Anabatic Technologies Tbk N Y N N 

53 Bara Jaya Internasional Tbk N/A 

54 Astra Otoparts Tbk Y Y N N 

55 PT Bank MNC Internasional Tbk. Y Y N N 

56 Bank Capital Indonesia Tbk N Y N N 

57 Saranacentral Bajatama Tbk N Y N N 

58 PT Bali Towerindo Sentra Tbk. Y Y N N 

59 Bekasi Asri Pemula Tbk N/A 

60 Sepatu Bata Tbk Y Y N N 

61 Bayu Buana Tbk N N N N 

62 Bank Central Asia Tbk Y Y N N 

63 PT Bank Harda Internasional Tbk. Y N N N 

64 Bank Bukopin Tbk Y Y Y Y 

65 Buana Finance Tbk Y Y N N 

66 PT Bank Mestika Dharma Tbk. Y Y N N 

67 Bank Negara Indonesia Tbk Y Y Y Y 

68 Bank Nusantara Parahyangan Tbk N Y N N 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

69 Bank Rakyat Indonesia (Persero) Tbk N Y Y Y 

70 Pelayaran Nasional Bina Buana Raya Tbk N Y N N 

71 Bank Tabungan Negara (Persero) Tbk Y Y Y Y 

72 PT Bank Yudha Bhakti Tbk. N Y N N 

73 MNC Kapital Indonesia Tbk N Y N N 

74 PT Bank JTrust Indonesia Tbk. N Y N N 

75 Bumi Citra Permai Tbk N/A 

76 Bank Danamon Indonesia Tbk Y Y Y Y 

77 Bank Pundi Indonesia Tbk N N N N 

78 Bekasi Fajar Industrial Estate Tbk N/A 

79 BFI Finance Indonesia Tbk Y Y Y Y 

80 PT Bank Ganesha Tbk. Y Y N N 

81 PT MNC Investama Tbk. N Y N N 

82 PT Binakarya Jaya Abadi Tbk. N Y N N 

83 Primarindo Asia Infrastructure Tbk N/A 

84 PT Bank Ina Perdana Tbk. N/A 

85 Benakat Integra Tbk Y Y N N 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

86 Bhuwanatala Indah Permai Tbk N Y N N 

87 PT Blue Bird Tbk Y Y N N 

88 Bisi International Tbk Y Y N N 

89 
Bank Pembangunan Daerah Jawa Barat dan 

Banten Tbk 
Y Y N N 

90 Bank Pembangunan Daerah Jawa Timur Tbk Y Y N N 

91 Bukit Darmo Property Tbk N/A 

92 Sentul City Tbk N Y N N 

93 PT Bank QNB Indonesia Tbk N/A 

94 Berlian Laju Tanker Tbk N/A 

95 PT Graha Layar Prima Tbk. N/A 

96 PT Bank Maspion Indonesia Tbk. N N N N 

97 Bank Mandiri (Persero) Tbk N Y Y Y 

98 Bintang Mitra Semestaraya Tbk Y Y N N 

99 Global Mediacom Tbk Y Y N N 

100 Bank Bumi Arta Tbk Y Y N N 

101 Bakrie & Brothers Tbk Y Y Y Y 

102 Bank CIMB Niaga Tbk Y Y Y Y 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

103 PT Bank Maybank Indonesia Tbk N/A 

104 Bank Permata Tbk Y Y N N 

105 PT Garuda Metalindo Tbk. N/A 

106 Borneo Lumbung Energi & Metal Tbk N/A 

107 Batavia Prosperindo Finance Tbk N/A 

108 PT Batavia Prosperindo Internasional Tbk. N Y N N 

109 Indo Kordsa Tbk Y Y N N 

110 Berau Coal Energy Tbk N/A 

111 Bumi Resources Minerals Tbk Y Y Y N 

112 Berlina Tbk N/A 

113 Barito Pacific Tbk Y Y N N 

114 Bumi Serpong Damai Tbk N/A 

115 Bank Sinarmas Tbk N Y N N 

116 Baramulti Suksessarana Tbk Y Y N N 

117 Bank of India Indonesia Tbk N Y N N 

118 Bumi Teknokultura Unggul Tbk N Y N N 

119 Bakrie Telecom Tbk N/A 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

120 Betonjaya Manunggal Tbk N Y N N 

121 Bank Tabungan Pensiunan Nasional Tbk N Y N N 

122 PT Budi Starch & Sweetener Tbk. Y Y N N 

123 Bukaka Teknik Utama Tbk Y N Y N 

124 Buana Listya Tama Tbk N Y N N 

125 Bumi Resources Tbk N Y N N 

126 PT Bukit Uluwatu Villa Tbk Y Y N N 

127 Bank Victoria International Tbk Y Y N N 

128 Eagle High Plantations Tbk N Y N N 

129 Bayan Resources Tbk Y Y N N 

130 PT Capitol Nusantara Indonesia Tbk. N/A 

131 Cardig Aero Services Tbk N Y N N 

132 PT Wilmar Cahaya Indonesia Tbk. N/A 

133 PT Centratama Telekomunikasi Indonesia Tbk. N N N N 

134 Clipan Finance Indonesia Tbk Y Y N N 

135 PT Chitose Internasional Tbk N Y N N 

136 Cita Mineral Investindo Tbk N/A 

137 Cakra Mineral Tbk. N/A 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

138 Colorpak Indonesia Tbk N/A 

139 Citra Marga Nusaphala Persada Tbk Y Y N N 

140 Rimau Multi Putra Pratama Y Y N N 

141 Exploitasi Energi Indonesia Tbk N/A 

142 Centex Tbk N/A 

143 Cowell Development Tbk N Y N N 

144 PT Citra Maharlika Nusantara Corpora Tbk. N/A 

145 Charoen Pokphand Indonesia Tbk Y Y N N 

146 Central Proteina Prima Tbk Y Y N N 

147 Catur Sentosa Adiprana Tbk Y Y N N 

148 Citra Tubindo Tbk N Y N N 

149 Ciputra Development Tbk Y Y N N 

150 Ciputra Property Tbk Y Y N N 

151 Ciputra Surya Tbk N/A 

152 Citatah Tbk N Y N N 

153 PT Dwi Aneka Jaya Kemasindo Tbk. N Y N N 

154 Duta Anggada Realty Tbk N/A 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

155 PT Duta Intidaya Tbk. N/A 

156 Danasupra Erapacific Tbk N N N N 

157 Darma Henwa Tbk Y Y N N 

158 Nusa Konstruksi Enjiniring Tbk N Y N N 

159 Intiland Development Tbk N Y N N 

160 Central Omega Resources Tbk Y Y N N 

161 Delta Djakarta Tbk N Y N N 

162 PT Puradelta Lestari Tbk. N/A 

163 PT Bank Dinar Indonesia Tbk. Y Y N N 

164 PT Indoritel Makmur Internasional Tbk. Y Y N N 

165 Delta Dunia Makmur Tbk N Y N N 

166 Duta Pertiwi Nusantara Tbk Y Y N N 

167 PT Dua Putra Utama Makmur Tbk. N/A 

168 Dharma Samudera Fishing Ind. Tbk N/A 

169 PT Dharma Satya Nusantara Tbk. Y Y N N 

170 Dian Swastatika Sentosa Tbk Y Y N N 

171 Duta Pertiwi Tbk Y Y N N 

172 Darya-Varia Laboratoria Tbk Y Y N N 



 

204 

No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

173 PT Dyandra Media International Tbk. N/A 

174 PT Electronic City Indonesia Tbk. N/A 

175 Ekadharma International Tbk Y Y N N 

176 Elnusa Tbk Y Y Y Y 

177 Bakrieland Development Tbk Y Y N N 

178 Megapolitan Developments Tbk N Y N N 

179 Elang Mahkota Teknologi Tbk N Y N N 

180 Energi Mega Persada Tbk N Y N N 

181 Enseval Putra Megatrading Tbk Y Y N N 

182 Erajaya Swasembada Tbk N Y N N 

183 Eratex Djaja Tbk Y Y N N 

184 Surya Esa Perkasa Tbk N/A 

185 Ever Shine Textile Industry Tbk Y Y N N 

186 Eterindo Wahanatama Tbk Y Y N N 

187 XL Axiata Tbk Y Y N N 

188 Fast Food Indonesia Tbk N/A 

189 Fajar Surya Wisesa Tbk Y N N N 

190 FKS Multi Agro Tbk N Y N N 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

191 Fortune Mate Indonesia Tbk N N N N 

192 Fortune Indonesia Tbk N/A 

193 PT Lotte Chemical Titan Tbk. N N N N 

194 Smartfren Telecom Tbk N Y N N 

195 Gading Development Tbk N/A 

196 Gunawan Dianjaya Steel Tbk N Y N N 

197 Goodyear Indonesia Tbk Y Y N N 

198 Gema Grahasarana Tbk N/A 

199 Golden Energy Mines Tbk Y Y N N 

200 Gudang Garam Tbk Y Y N N 

201 Garuda Indonesia (Persero) Tbk Y Y Y Y 

202 Gajah Tunggal Tbk N Y N N 

203 Global Teleshop Tbk N/A 

204 Grahamas Citrawisata Tbk N/A 

205 Gowa Makassar Tourism Development Tbk N/A 

206 Golden Retailindo Tbk N/A 

207 PT Golden Plantation Tbk Y Y N N 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

208 Perdana Gapura Prima Tbk Y Y N N 

209 Evergreen Invesco Tbk N Y N N 

210 Equity Development Investment Tbk Y Y N N 

211 Garda Tujuh Buana Tbk N/A 

212 Greenwood Sejahtera Tbk N Y N N 

213 Gozco Plantations Tbk Y Y N N 

214 HD Capital Tbk N Y N N 

215 Radana Bhaskara Finance Tbk Y Y N N 

216 Panasia Indo Resources Tbk N/A 

217 Hero Supermarket Tbk Y Y N N 

218 Hexindo Adiperkasa Tbk N Y N N 

219 Humpuss Intermoda Transportasi Tbk N Y N N 

220 HM Sampoerna Tbk Y Y Y Y 

221 Hotel Mandarine Regency Tbk N/A 

222 Saraswati Griya Lestari Tbk N/A 

223 Harum Energy Tbk Y Y N N 

224 PT Indonesia Transport & Infrastructure Tbk. N Y N N 
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225 PT Intan Baruprana Finance Tbk N/A 

226 Inti Bangun Sejahtera Tbk N/A 

227 Indofood CBP Sukses Makmur Tbk Y Y Y Y 

228 Island Concepts Indonesia Tbk N Y N N 

229 PT Indonesia Pondasi Raya Tbk. Y Y N N 

230 Champion Pacific Indonesia Tbk N Y N N 

231 Inti Agri Resources Tbk N/A 

232 Intikeramik Alamasri Industri Tbk N/A 

233 Sumi Indo Kabel Tbk N Y N N 

234 Indomobil Sukses Internasional Tbk N Y N N 

235 PT Indomobil Multi Jasa Tbk. Y Y N N 

236 PT Impack Pratama Industri Tbk N Y N N 

237 Indofarma Tbk Y Y Y Y 

238 Indal Aluminium Industry Tbk N/A 

239 Intanwijaya Internasional Tbk N Y N N 

240 Vale Indonesia Tbk Y Y Y Y 

241 Indofood Sukses Makmur Tbk Y Y N N 

242 Indorama Synthetics Tbk Y Y N N 

243 Indospring Tbk N Y N N 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

244 Tanah Laut Tbk N/A 

245 Indika Energy Tbk Y Y Y Y 

246 Indah Kiat Pulp & Paper Tbk Y Y Y Y 

247 Bank Artha Graha Internasional Tbk N Y N N 

248 Indonesian Paradise Property Tbk N Y N N 

249 Toba Pulp Lestari Tbk N Y N N 

250 Intraco Penta Tbk Y Y Y Y 

251 Inter-Delta Tbk N Y N N 

252 Indocement Tunggal Prakarsa Tbk Y Y Y Y 

253 Inovisi Infracom Tbk N/A 

254 Indopoly Swakarsa Industry Tbk N Y N N 

255 Indosat Tbk Y Y N N 

256 PT Steel Pipe Industry of Indonesia Tbk N/A 

257 Sumber Energi Andalan Tbk N/A 

258 Indo Tambangraya Megah Tbk Y Y Y Y 

259 Leo Investments Tbk N/A 

260 Jaya Agra Wattie Tbk Y Y N N 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

261 Jembo Cable Company Tbk Y Y N N 

262 PT Graha Andrasentra Propertindo Tbk. N/A 

263 Jakarta International Hotels & Development Tbk Y Y N N 

264 Jaya Konstruksi Manggala Pratama Tbk N Y N N 

265 Jakarta Kyoei Steel Works Tbk N/A 

266 JAPFA Comfeed Indonesia Tbk Y Y N N 

267 Jaya Pari Steel Tbk N Y N N 

268 Jaya Real Property Tbk Y N N N 

269 Jasa Marga Tbk Y Y Y Y 

270 Jakarta Setiabudi Internasional Tbk N N N N 

271 Jasuindo Tiga Perkasa Tbk N Y N N 

272 Kimia Farma (Persero) Tbk N Y Y Y 

273 Ictsi Jasa Prima Tbk Tbk N/A 

274 KMI Wire and Cable Tbk Y Y N N 

275 Kabelindo Murni Tbk N/A 

276 First Media Tbk N Y N N 

277 Kertas Basuki Rachmat Indonesia Tbk Y Y N N 
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No Company On Website Stated in Annual Report Issue CSR Reporting According GRI 

278 Kedawung Setia Industrial Tbk N Y N N 

279 Keramika Indonesia Assosiasi Tbk N/A 

280 Kedaung Indah Can Tbk N Y N N 

281 Kawasan Industri Jababeka Tbk Y Y N N 

282 PT Kino Indonesia Tbk N Y N N 

283 Resource Alam Indonesia Tbk Y Y N N 

284 Kalbe Farma Tbk Y Y Y Y 

285 Kobexindo Tractors Tbk N Y N N 

286 Kokoh Inti Arebama Tbk N Y N N 

287 Perdana Bangun Pusaka Tbk N Y N N 

288 PT Mitra Energi Persada Tbk N Y N N 

289 MNC Land Tbk Y Y N N 

290 PT Grand Kartech Tbk N Y N N 

291 Krakatau Steel (Persero) Tbk N Y Y N 

292 PT Kresna Graha Investama Tbk. N Y N N 

293 Lamicitra Nusantara Tbk N/A 

294 Leyand International Tbk N/A 

295 PT Eureka Prima Jakarta Tbk. N/A 
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296 PT Logindo Samudramakmur Tbk. Y Y N N 

297 First Media Tbk N/A 

298 Lion Metal Works Tbk N Y N N 

299 Limas Indonesia Makmur Tbk N N N N 

300 Langgeng Makmur Industri Tbk N/A 

301 Lionmesh Prima Tbk N Y N N 

302 Lippo Cikarang Tbk Y Y N Y 

303 Lippo General Insurance Tbk N/A 

304 Multi Prima Sejahtera Tbk N/A 

305 Lippo Karawaci Tbk Y Y N N 

306 Star Pacific Tbk N/A 

307 Matahari Department Store Tbk N Y N N 

308 Lippo Securities Tbk N Y N N 

309 PT Eka Sari Lorena Transport Tbk. N Y N N 

310 PP London Sumatra Indonesia Tbk N Y N N 

311 Lautan Luas Tbk N/A 

312 Multi Agro Gemilang Plantation Tbk N/A 
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313 Malindo Feedmill Tbk Y Y N N 

314 Mas Murni Indonesia Tbk N/A 

315 Mitra Adiperkasa Tbk N Y N N 

316 PT Mahaka Radio Integra Tbk. Y Y N N 

317 Multistrada Arah Sarana Tbk N Y N N 

318 PT Bank Mayapada Internasional Tbk Y Y N N 

319 PT Mitrabara Adiperdana Tbk N Y Y Y 

320 Mitrabahtera Segara Sejati Tbk Y Y N N 

321 Martina Berto Tbk Y Y N N 

322 Bank Windu Kentjana International Tbk Y Y N N 

323 PT Intermedia Capital Tbk. Y Y N N 

324 PT Merdeka Copper Gold Tbk. N Y N N 

325 PT Modernland Realty Tbk. N Y N N 

326 Modern Internasional Tbk Y Y N N 

327 Medco Energi Internasional Tbk Y Y Y Y 

328 Bank Mega Tbk N Y Y Y 

329 Merck Tbk Y Y N N 

330 Nusantara Infrastructure Tbk N Y N N 
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331 Mandala Multifinance Tbk N Y N N 

332 Multifiling Mitra Indonesia Tbk N/A 

333 PT Magna Finance Tbk. N/A 

334 Multi Indocitra Tbk N Y N N 

335 Midi Utama Indonesia Tbk N Y N N 

336 PT Mitra Keluarga Karyasehat Tbk. N Y N N 

337 Mitra International Resources Tbk N N N N 

338 Mitra Investindo Tbk Y N N N 

339 PT Mitra Komunikasi Nusantara Tbk. Y Y N N 

340 Metropolitan Kentjana Tbk Y Y N N 

341 Multi Bintang Indonesia Tbk Y Y Y Y 

342 Mulia Industrindo Tbk N Y N N 

343 Multipolar Tbk Y Y N N 

344 PT Multipolar Technology Tbk. N Y N N 

345 PT Mega Manunggal Property Tbk. N Y N N 

346 Media Nusantara Citra Tbk Y Y N N 

347 PT Mitra Pinasthika Mustika Tbk. Y Y N N 

348 Matahari Putra Prima Tbk Y Y N N 
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349 Mustika Ratu Tbk N Y N N 

350 Maskapai Reasuransi Indonesia Tbk Y Y Y N 

351 MNC Sky Vision Tbk N Y N N 

352 Metrodata Electronics Tbk Y Y N N 

353 Capitalinc Investment Tbk N/A 

354 Metropolitan Land Tbk Y Y N N 

355 PT Mitra Pemuda Tbk. N Y N N 

356 Metro Realty Tbk N/A 

357 Samindo Resources Tbk N Y N N 

358 Mayora Indah Tbk N/A 

359 Hanson International Tbk N/A 

360 PT Asia Pacific Investama Tbk. N/A 

361 PT Bank Mitraniaga Tbk. N Y N N 

362 Pelayaran Nelly Dwi Putri Tbk N Y N N 

363 Pelat Timah Nusantara Tbk Y Y N N 

364 Nipress Tbk N/A 

365 Nirvana Development Tbk N Y N N 
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366 Bank OCBC NISP Tbk N Y Y Y 

367 PT Bank Nationalnobu Tbk. Y Y N N 

368 PT Nusa Raya Cipta Tbk. N/A 

369 Onix Capital Tbk N/A 

370 Ancora Indonesia Resources Tbk Y Y N N 

371 Indonesia Prima Property Tbk N Y N N 

372 Minna Padi Investama Tbk Y Y N N 

373 Provident Agro Tbk Y Y N N 

374 Panorama Sentrawisata Tbk Y Y N N 

375 Panin Sekuritas Tbk N N N N 

376 Pan Brothers Tbk Y Y N N 

377 Destinasi Tirta Nusantara Tbk Y Y N N 

378 Panca Global Securities Tbk N Y N N 

379 Perusahaan Gas Negara (Persero) Tbk Y Y Y Y 

380 Pembangunan Graha Lestari Tbk Y Y N N 

381 Pelangi Indah Canindo Tbk N N N N 

382 Pembangunan Jaya Ancol Tbk Y Y Y Y 

383 Perdana Karya Perkasa Tbk N/A 
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384 Polaris Investama Tbk N Y N N 

385 Plaza Indonesia Realty Tbk N Y N N 

386 Bank Pan Indonesia Tbk N Y N N 

387 PT Bank Panin Syariah Tbk. N Y N N 

388 Paninvest Tbk N Y N N 

389 Panin Financial Tbk Y Y N N 

390 Pudjiadi & Sons Tbk Y Y N N 

391 Asia Pacific Fibers Tbk N/A 

392 Pool Advista Indonesia Tbk Y Y N N 

393 PT Cikarang Listrindo Tbk. N/A 

394 PT PP Properti Tbk. Y Y N N 

395 Prima Alloy Steel Universal Tbk N/A 

396 J Resources Asia Pasifik Tbk N Y N N 

397 Prasidha Aneka Niaga Tbk N Y N N 

398 PT Red Planet Indonesia Tbk N Y N N 

399 Tambang Batubara Bukit Asam Tbk Y Y Y Y 

400 Indo Straits Tbk N N N N 
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401 PP (Persero) Tbk N/A 

402 Petrosea Tbk Y Y Y Y 

403 Sat Nusapersada Tbk N Y N N 

404 Pioneerindo Gourmet International Tbk N Y N N 

405 Pudjiadi Prestige Tbk N Y N N 

406 Pakuwon Jati Tbk Y Y N N 

407 Pyridam Farma Tbk N Y N N 

408 Rukun Raharja Tbk N/A 

409 Ramayana Lestari Sentosa Tbk N Y N N 

410 Supra Boga Lestari Tbk N Y N N 

411 Ristia Bintang Mahkotasejati Tbk N/A 

412 Roda Vivatex Tbk N/A 

413 Reliance Securities Tbk N Y N N 

414 Ricky Putra Globalindo Tbk N N N N 

415 Rig Tenders Tbk Y Y N N 

416 PT Rimo International Lestari Tbk. Y N N N 

417 Bentoel International Investama Tbk Y Y N N 

418 Pikko Land Development Tbk N Y N N 
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419 Nippon Indosari Corpindo Tbk Y Y N N 

420 Radiant Utama Interinsco Tbk Y Y N N 

421 Steady Safe Tbk N N N N 

422 Sarana Meditama Metropolitan Tbk N/A 

423 Danayasa Arthatama Tbk Y Y N N 

424 Supreme Cable Manufacturing & Commerce Tbk Y Y N N 

425 Surya Citra Media Tbk N Y N N 

426 Merck Sharp Dohme Pharma Tbk Y N N N 

427 Sidomulyo Selaras Tbk Y Y N N 

428 Millennium Pharmacon International Tbk Y Y N N 

429 PT Bank Woori Saudara Indonesia 1906 Tbk N/A 

430 Sampoerna Agro Tbk Y Y Y Y 

431 Hotel Sahid Jaya Tbk N Y N N 

432 PT Sillo Maritime Perdana Tbk Y Y N N 

433 Sekawan Intipratama Tbk N/A 

434 PT Industri Jamu dan Farmasi Sido Muncul Tbk N/A 

435 PT Siloam International Hospitals Tbk. N/A 
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436 Siwani Makmur Tbk N Y N N 

437 Surya Intrindo Makmur Tbk N Y N N 

438 Salim Ivomas Pratama Tbk Y Y Y Y 

439 Sierad Produce Tbk N Y N N 

440 Sekar Bumi Tbk N Y N N 

441 Sekar Laut Tbk N/A 

442 Skybee Tbk N/A 

443 SMART Tbk Y Y Y Y 

444 PT Semen Baturaja (Persero) Tbk Y Y Y Y 

445 Holcim Indonesia Tbk Y Y Y Y 

446 Suryamas Dutamakmur Tbk Y Y N N 

447 Samudera Indonesia Tbk N/A 

448 Semen Indonesia (Persero) Tbk Y Y Y Y 

449 Sinar Mas Multiartha Tbk Y Y N N 

450 Golden Eagle Energy Tbk Y Y N N 

451 PT Summarecon Agung Tbk Y Y N Y 

452 SMR Utama Tbk Y Y N N 

453 Selamat Sempurna Tbk N Y N N 
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454 Sorini Agro Asia Corporindo Tbk N Y N N 

455 PT Soechi Lines Tbk. N Y N N 

456 Sona Topas Tourism Industry Tbk N Y N N 

457 Suparma Tbk N/A 

458 Taisho Pharmaceutical Indonesia Tbk N/A 

459 Rrenuka Coalindo Tbk N/A 

460 Sejahteraraya Anugrahjaya Tbk N/A 

461 PT Sri Rejeki Isman Tbk N Y N N 

462 Indo Acidatama Tbk N/A 

463 PT Saratoga Investama Sedaya Tbk. Y Y N N 

464 Surya Semesta Internusa Tbk N/A 

465 PT Sawit Sumbermas Sarana Tbk. Y Y Y Y 

466 Sunson Textile Manufacturer Tbk N Y N N 

467 Star Petrcohem Tbk N/A 

468 Siantar Top Tbk N Y N N 

469 Sugih Energy Tbk N/A 

470 PT SLJ Global Tbk N/A 
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471 Solusi Tunas Pratama Tbk Y Y N N 

472 PT Tunas Alfin Tbk N Y N N 

473 PT Sitara Propertindo Tbk N Y N N 

474 Express Transindo Utama Tbk N Y Y Y 

475 PT Tower Bersama Infrastructure Tbk Y Y N N 

476 Tunas Baru Lampung Tbk Y Y N N 

477 Tembaga Mulia Semanan Tbk N Y N N 

478 Mandom Indonesia Tbk Y Y N N 

479 Tiphone Mobile Indonesia Tbk N Y N N 

480 Tifico Fiber Indonesia Tbk Y N N N 

481 Tigaraksa Satria Tbk N Y Y N 

482 Tifa Finance Tbk Y Y N N 

483 Timah (Persero) Tbk Y Y N N 

484 Tira Austenite Tbk Y Y N N 

485 Tirta Mahakam Resources Tbk N/A 

486 PT Permata Prima Sakti Tbk. N/A 

487 Pabrik Kertas Tjiwi Kimia Tbk N/A 

488 Telekomunikasi Indonesia (Persero) Tbk Y Y Y Y 
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489 Pelayaran Tempuran Emas Tbk N Y N N 

490 PT Sigmagold Inti Perkasa Tbk. N Y N N 

491 Tempo Inti Media Tbk Y Y N N 

492 Toba Bara Sejahtra Tbk Y N N N 

493 Total Bangun Persada Tbk N Y N N 

494 Surya Toto Indonesia Tbk N Y N N 

495 Sarana Menara Nusantara Tbk N Y N N 

496 Chandra Asri Petrochemical Tbk N Y Y Y 

497 Trans Power Marine Tbk N Y Y N 

498 Trada Maritime Tbk N/A 

499 Triwira Insanlestari Tbk N/A 

500 Trimegah Securities Tbk Y Y N N 

501 Trikomsel Oke Tbk N N N N 

502 Trisula International Tbk Y Y N N 

503 Trias Sentosa Tbk N Y N N 

504 Truba Alam Manunggal Engineering Tbk N/A 

505 Trust Finance Indonesia Tbk N/A 

506 Tempo Scan Pacific Tbk Y Y N N 
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507 Tunas Ridean Tbk Y Y N N 

508 Ultra Jaya Milk Industry Tbk Y Y N N 

509 Unggul Indah Cahaya Tbk Y Y N N 

510 Nusantara Inti Corpora Tbk N/A 

511 Bakrie Sumatera Plantations Tbk Y Y Y Y 

512 United Tractors Tbk N Y Y Y 

513 Unilever Indonesia Tbk Y Y Y Y 

514 PT Victoria Investama Tbk. N Y N N 

515 PT Victoria Insurance Tbk. Y Y N N 

516 PT Visi Media Asia Tbk Y Y N N 

517 Voksel Electric Tbk N Y N N 

518 Verena Multi Finance Tbk Y Y N N 

519 Wahana Pronatural Tbk N Y N N 

520 PT WEHA Transportasi Indonesia Tbk N/A 

521 Wicaksana Overseas International Tbk N Y N N 

522 Wismilak Inti Makmur Tbk N Y N N 

523 Wijaya Karya Tbk Y Y Y Y 

524 Wintermar Offshore Marine Tbk N Y N N 
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525 Wahana Ottomitra Multiartha Tbk N Y N N 

526 Waskita Karya (Persero) Tbk N/A 

527 Wijaya Karya Beton Y Y Y Y 

528 Yanaprima Hastapersada Tbk N Y N N 

529 Yulie Sekurindo Tbk N/A 

530 Zebra Nusantara Tbk N/A 

 


