
land

Article

Challenges to Implementing Socially-Sustainable
Community Development in Oil Palm and Forestry
Operations in Indonesia

Stephany I Pasaribu *, Frank Vanclay and Yongjun Zhao

Faculty of Spatial Sciences, University of Groningen, 9747 AD Groningen, The Netherlands;
frank.vanclay@rug.nl (F.V.); yongjun.zhao@rug.nl (Y.Z.)
* Correspondence: s.i.pasaribu@rug.nl or benedictastephanie@gmail.com

Received: 7 January 2020; Accepted: 19 February 2020; Published: 25 February 2020
����������
�������

Abstract: Through the lenses of community development and social licence to operate, we consider
the complex relationships between local communities and forest plantation and oil palm companies.
We examine the practical challenges in implementing socially-sustainable community development
(SSCD) by analyzing two corporate social investment community development projects located in
West Kalimantan, Indonesia: Desa Makmur Peduli Api (integrated fire management) and Pertanian
Ekologi Terpadu (ecological farming). Our study scrutinized: (i) What were the practice challenges
faced by the companies in establishing SSCD?; Along with (ii) what should be done to improve
how SSCD is undertaken, especially in Indonesia? We identified five challenges: (1) unresolved
land conflict; (2) determining the right program; (3) building community capacity rather than
providing irrelevant training; (4) a shortage of company field staff and government facilitators; and (5)
managing community expectations. Better governance of SSCD will reduce conflict between affected
communities and companies.

Keywords: sustainable development; social license to operate and grow; corporate social
responsibility; strategic social investment; shared value; social sustainability

1. Introduction

Indonesia is experiencing increasing conversion of forest and swidden land to oil palm plantations.
Indonesia is the world’s biggest producer of palm oil, and palm oil is its most important export
commodity at around 10% of total export earnings. In 2018, Indonesia’s production of palm oil was
around 38 million tonnes and the total area of oil palm plantations was over 14 million hectares [1].
Oil palm has attracted increasing interest from the Indonesian government because of its potential to
boost economic development through state revenue and by providing employment, especially in rural
areas [2,3]. Oil palm has contributed to growth in the local economy of villages by employing farmers,
with over five million working on plantations in Indonesia, and a further 16 to 20 million engaged in
the processing industry [4].

The expansion of oil palm in Indonesia is controversial, and is accused of being the primary cause
of forest destruction, forest fires, biodiversity loss, and social conflict [5]. Conversely, oil palm brings
benefits in terms of national revenue and regular income streams to the small and large landholders
involved in its production [6]. However, over half of the oil palm plantations in Indonesia are developed
by converting agricultural land, secondary forest, or marginal land [7,8], resulting in: reallocation
of land and resources; extreme changes in vegetation and local ecosystems; resettlement of local
communities; loss of traditional livelihoods; conflict between companies and local communities; and
exploitative labor relations [9–11].
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Industrial timber plantations are similarly controversial at global and national levels [12,13].
Some plantations are praised for their capacity to produce timber products while reducing pressure
on natural forests, creating jobs that support rural development, and providing a range of ecosystem
services, particularly when established on degraded lands requiring restoration [14–16]. However,
many people are concerned with the negative social and environmental impacts, including social
conflict related to land tenure, limited benefits to landowners, and deforestation [17].

There is growing awareness in civil society about the importance of issues like corporate
social responsibility (CSR), environmental and social management, and sustainability [18,19].
Many companies undertaking large-scale resource extraction activities have sought to address the
social and environmental impacts of their business activities on local communities, including in
Indonesia [17]. This is typically done by implementing CSR policies and practices to enhance economic
opportunities and manage risks to the company [20]. Key ideas that underpin CSR are that: companies
should act responsibly towards affected communities and the environments in which they operate;
they should not focus solely on creating value for the company but should benefit the community as
well as the company; and companies need to obtain a social license to operate from local communities,
in other words, acceptance if not approval of company operations [11,21]. Corporations are increasingly
under pressure to be more open and accountable for their actions and to publicly report on their social
and environmental performance, in particular regarding their engagement with host and neighboring
communities [22–26]. Companies are increasingly playing a role as a development agent by fulfilling
community needs through social programs, such as health and education projects [27–29].

A concept that emphasizes the instrumental role of business in addressing community concerns is
‘shared value’ [30]. Shared value is the alignment of CSR efforts with underlying corporate objectives
to achieve better outcomes for company and community. In that way, a company can contribute to
solving societal challenges while also gaining a social license to operate and greater profitability [31].
Thus, companies often contribute to community development (CD) through their CSR programs [32],
usually motivated by the need to gain a social license from communities and improve their reputation
and legitimacy, especially in the face of opposition and resistance from local communities [23,24,26].
Companies typically contribute to various social investment initiatives such as health care, education,
economic welfare, infrastructure development, and environmental protection [20]. This practice is
commonly called corporate social investment (CSI) [33]. However, CSI has been criticized for being
paternalistic, context insensitive, corporate centric, and for not being development oriented [34–36],
which is why Esteves and Vanclay [20] developed a Social Development Needs Analysis process that
emphasized the needs of the community.

Despite these concerns, there is growing recognition of the need for companies to invest in
communities in order to earn a social license [24,25,37–39]. Achieving a social license to operate and
grow is essential for long-term business success, especially in those sectors with highly-visible business
activities, long time horizons, high exposure to global markets, and/or with diverse stakeholders keen
to influence practice, such as the resource-based industries, including forestry and mining [40–43].
A social license to operate is perhaps best understood as “the demands on and expectations for a
business enterprise that emerge from neighborhoods, environmental groups, community members,
and other elements of the surrounding civil society” [44] (p. 308). A social license is essential due to
the need that oil palm plantations and forestry companies have for access to large amounts of land
and resources owned by local communities, especially Indigenous peoples. Forestry and plantation
companies need continuous strong community support for those industries to keep operating [45,46].

In spite of the increasing awareness of plantation and forestry companies about the importance
of integrating social license thinking into their social practice [47,48], conflict and disputes between
companies and communities continue to occur [49–53]. In 2018, 73% of land conflict in Indonesia
occurred in the oil palm sector and 8% was in the forestry sector [54]. Land conflict affects economic,
social, and environmental development, especially where law enforcement is weak and there are
opportunities to benefit from illegal activities [55]. In conflict-ridden situations, communities become
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unstable, insecure, and less cooperative. The affected community will experience social, physical,
and emotional scars from the conflict, retarding its ability to engage in effective decision making, make
long-term plans, or take initiatives. Conflict also limits the movement of people, goods, and services [56].
On Lombok, Indonesia, a major consequence of conflict over land tenure and forest boundaries was
lack of investment in infrastructure on contested land. This limited the development of transport,
impacting the education of children [57]. We believe that oil palm and forestry companies should
implement grievance redress mechanisms and conflict resolution processes, as well as contribute to
socially-sustainable community development (SSCD).

The purpose of this paper is to consider whether SSCD is possible and to discuss the challenges
oil palm and forestry companies operating in Indonesia face when they attempt to undertake SSCD.
We specifically examine what are the practice challenges in implementing SSCD faced by forest
plantation and oil palm companies operating in Indonesia; and what should be done to improve the
process of establishing SSCD. We argue that SSCD can be used by companies to build sustainable
communities in conflict-affected settings. We also argue that, for a company to gain and maintain a
social license to operate and grow, social problems, e.g., social conflict and conflict over land, must be
resolved early on. This paper advances the application of SSCD in conflict contexts by identifying
common challenges and lessons learned.

2. Issues Associated with Oil Palm and Industrial Timber Plantations

The rapid expansion of oil palm plantations has led to concern about the distribution of costs
and benefits from these activities [17,58,59], especially the trade-off between conservation and
development [60]. Oil palm has significantly contributed to Indonesia’s economic development and
has provided much employment. However, the rapid expansion [3,17] has created social conflict and
environmental problems [61]. Previous studies suggest that oil palm production has had contradictory
impacts. Rist et al. [17] assessed the impacts of oil palm development on the wellbeing of smallholder
farmers in Kalimantan and Sumatra, Indonesia. They contrasted the apparent contradiction between
the negative impacts of oil palm expansion against the support of rural communities for oil palm
development, either as smallholder farmers or by selling their land to oil palm companies. They found
that, in all locations, local communities expressed strong support for oil palm to be developed in their
area. The communities, particularly women, longed for a regular source of income to secure better
access to education, health, and daily necessities. Thus, some communities consider that oil palm is
their best option to fulfil their development needs. However, many later find that there are unexpected
impacts and significant externalities [17,62–64].

Academic research on the sustainability issues of oil palm has accelerated [65]. Studies about
land conflict triggered by oil palm expansion indicate that most conflicts occur because of: a lack
of transparency; the absence of free, prior, and informed consent (FPIC); unequal benefit sharing;
and inconsistencies in law enforcement relating to recognition of and respect for the customary rights
of Indigenous and local people [66,67]. Case studies tend to highlight the context of informal tenure,
and the adverse impacts of oil palm plantations on the collective rights of communities to land and
natural resources. There is limited knowledge by oil palm companies about how to contribute to
the development of sustainable communities or how to deal with the challenges in implementing
SSCD. The lack of research about community development in oil palm reflects a general trend that the
company perspective has been insufficiently considered in academic literature [68].

3. Socially-Sustainable Community Development

Only limited research has considered how companies contribute to SSCD or the challenges they
encounter in doing so. Brennan et al. [69] considered three factors: the community; stakeholder
perceptions; and the resources themselves. Kemp [27] examined problems and possibilities of SSCD
practices in mining, focusing on local-level practices and the contribution of the mining industry to
poverty reduction and human development. A key feature of effective community development is the
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level of engagement of the community in the processes of meeting their own needs and solving their
own problems, while building social networks and increasing creativity. Key notions are self-help [70],
community adaptive capacity, and resilience [71,72], and the community’s ability to sustain and renew
their own future trajectory [73,74].

Cavaye and Ross [75] argued that community development is key to building community resilience.
Community resilience is “the existence, development, and engagement of community resources by
community members to thrive in an environment characterized by change, uncertainty, unpredictability
and surprise” [76] (p. 402). Community resilience can be built by improving community adaptive
capacity while the community is anticipating or undergoing significant change [73,75]. It can also be
built through the community development process [71,77,78]. Resilience thinking has highlighted
the importance of the community’s ability to embrace change, allow it to happen, and use it as an
opportunity to create innovative adaptive strategies, rather than to control or avoid change, or try to
return back to the pre-designated state or function [79,80].

There is a vast literature on SSCD. Egan [81] (p. 7) defined sustainable communities as communities
that: “meet the diverse needs of existing and future residents, their children and other users, contribute
to a high quality of life and provide opportunity and choice. They achieve this in ways that make
effective use of natural resources, enhance the environment, promote social cohesion and inclusion,
and strengthen economic prosperity”. Roseland [82] (p. 97) reasons that the notion of SSCD grew
out of the concept of community economic development, which is characterized as “a process
by which communities can initiate and generate their own solutions to their common economic
problems and thereby build long-term community capacity and foster the integration of economic,
social, and environmental objectives”. Roseland provided a definition of sustainable community that
emphasizes quality of life and careful consideration for future generations as a fundamental goal:

“A Sustainable Community is a community that uses its resources to meet current needs while
ensuring that adequate resources are available for future generations. A sustainable community seeks
a better quality of life for all its residents while maintaining nature’s ability to function over time
by minimizing waste, preventing pollution, promoting efficiency, and developing local resources to
revitalize the local economy. Decision making in a sustainable community stems from a rich civic life
and shared information among community members. A sustainable community resembles a living
system in which human, natural, and economic elements are interdependent and draw strength from
each other” [82] (p. 99).

This definition is aligned with the notion of sustainability, “the need to ensure a better quality
of life for all, now and into the future, in a just and equitable manner, while living within the
limits of supporting ecosystems” [83] (p. 5). Agyeman [84] included a pivotal concept, justice,
which many scholars consider as fundamental to creating a sustainable community. A company is
expected to contribute to addressing societal problems, including low levels of education, material
deprivation, vulnerability, exposure to risk, voicelessness, powerlessness, and any other issues that
hinder the development and maintenance of human, economic, ecological, and social capital in
local communities [85]. The successful implementation of stakeholder engagement in the governance
of SSCD is contingent on the company’s understanding of the rationale for participation by each
stakeholder, and on whether or not the company is able to implement appropriate participatory
structures and processes that will contribute to sustainable decision making [85].

Roseland [82] identified the important factors in the governance of SSCD: public participation,
decision making, the role of local government, and planning for action. Roseland considered that direct
public participation in decision-making process was important because it helps various actors with
different interests to communicate better and reach a common understanding. Shared or collaborative
decision making becomes essential for SSCD because it engages those who are not traditionally
involved in decision making processes. Planning should be carried out together with stakeholders
rather than for stakeholders.
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4. Corporate Social Responsibility and the role of Business in Socially-Sustainable Community
Development

Companies increasingly participate in societal governance, including through being a provider of
social services, something that was often regarded as the role of government [86,87]. Companies have
contributed to the resolution of societal problems and to development opportunities. Current thinking
in CSR is based on the understanding that business and society are intertwined in ways that exceed a
simple economic relationship [88]. This highlights the importance of companies acting responsibly
in their operations [26]. For companies to continue to contribute to significant community outcomes
into the future, they also need to ensure the long-term profitability of the company itself. Therefore,
companies are increasingly encouraged to undertake strategic CSI to ensure that community issues are
addressed while they also create value for their business unit [20].

Strategic CSI encompasses a company’s social initiatives to address community issues, such as
the lack of community facilities, education, or health care. Strategic CSI intends to achieve social
development outcomes at the community level and to deal with big issues such as sustainable
development and governance [89]. Strategic CSI can be defined as a company’s “strategy for risk
mitigation and in response to a desire to deliver—and to be seen to deliver—a ‘net benefit’ to
communities that are affected by their operations” [33] (p. 338).

To be effective in implementing CSI, a company needs to assess three factors: (1) what sustainability
means for local communities; (2) the true nature of the business drivers for the company’s sustainability
approach; and (3) the role of CSI in delivering such an approach [33]. CSI initiatives should be evaluated
in terms of the business value they create in terms of: (i) improved access to land; (ii) enhanced risk
minimization; (iii) cost reduction; (iv) potential to build human capital; and (v) enhanced reputation or
social license to operate [33].

The concept of strategic CSI is similar to shared value, which is defined as “policies and operating
practices that enhance the competitiveness of a company while simultaneously advancing the economic
and social conditions in communities in which it operates” [30] (p. 6). Porter and Kramer [30] argue
that shared value should supersede CSR in guiding CSI. The underlying strategy is to integrate shared
value into company profit maximization and competitive positioning, using the company’s particular
business, expertise, and/or resources to tackle societal problems.

5. Methodology

To understand how oil palm and forestry companies undertake SSCD and address the challenges
faced, two corporate SSCD projects in West Kalimantan, Indonesia, were examined: Desa Makmur
Peduli Api (integrated fire management, IFM), which was initiated by a large paper and pulp company;
and Pertanian Ekologi Terpadu (ecological farming), which was implemented by a large oil palm company.
These two projects were examined using a case study research methodology [90] between February and
August 2018. This research involved analysis of key internal documents from each company, including
their social and environmental policies, and operating procedures for topics such as FPIC, stakeholder
engagement, grievance redress mechanisms, and social conflict. We also considered the public reports
of external stakeholders.

The lead author (an Indonesian national) conducted in-depth interviews with key personnel
from the community development, CSR, and sustainability departments of the two companies.
She also interviewed staff who had community relations responsibilities. In addition, she interviewed
representatives of non-government organizations (NGOs) and the Ministry of Forestry and Environment
at the central and provincial government levels. A focus group discussion with representatives of
local NGOs was conducted. Informed consent and other principles of ethical social research [91] were
observed. However, signed consent sheets were not used because this would not have been culturally
appropriate in Indonesia. A total of 12 in-depth interviews (in Bahasa Indonesian) were conducted in
Jakarta, Central Kalimantan, and West Kalimantan. Permission was given for them to be recorded.
The recordings were transcribed by the lead author and were analyzed using Atlas-Ti, a qualitative
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data analysis program in 2019. Key issues and themes pertinent to establishing IFM and ecological
farming, and the challenges the companies face in their SSCD activities were identified.

6. The Challenges in implementing Socially-Sustainable Community Development

Our research revealed that the process of SSCD involved six phases: assessing the local context;
engaging the community; enhancing community capacities; establishing parameters; monitoring and
evaluation; and developing and implementing an exit strategy. Our research also revealed that the major
challenges companies faced in developing SSCD were: (i) unresolved land conflict; (ii) determining the
right CSI program; (iii) building community capacity rather than simply providing irrelevant training;
(iv) a shortage of company field staff and government facilitators; and (v) managing community
expectations. We discuss these challenges below. We also describe the process of establishing SSCD
and we link this process to the specific challenges (see Figure 1).

Figure 1. Socially-sustainable community development and its major challenges.

Figure 1 illustrates the iterative process of developing SSCD and its significant on-the-ground
challenges. We consider that the process is iterative because it involves continuous planning, continuous
monitoring and evaluation, and continuous improvement. In each iteration, the specific activities can
be repeated, developed, or adapted to improve achievement of desired results. An understanding of
the critical challenges faced by company staff in the process of developing SSCD assists in enhancing the
process. The context in which each challenge takes place also needs to be considered. Thus, we provide
a better understanding of the challenges experienced by company staff and the situations in which they
occur. The definition of SSCD that emerged from our research was: SSCD is the process of creating
a sustainable community by a company and community members collectively, with the effective
utilization of community resources, in order to enhance the overall wellbeing of the community, protect
natural resources in a way that considers the needs of future generations, address underlying basic
needs and long-term development needs, and resolve and/or manage social conflict.

6.1. Unresolved Land Conflict

When IFM and ecological farming were started, land conflicts between the companies and the
community were on-going. There were two root causes of the conflicts faced by the companies. Firstly,
there was a lack of community engagement that met expectations for FPIC during land acquisition by the
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companies. Secondly, there were land tenure issues, especially in relation to competing (overlapping)
claims to land—i.e., the land concessions the companies gained overlapped with pre-existent claims of
the communities. The local communities believed that the areas they claimed were clearly indicated by
the presence of old villages, rice fields, gardens (tegalan), or old cemeteries. Problems arose when the
companies obtained a location permit (Izin Usaha) from the district government. A location permit is
usually granted when a plantation development is in accordance with local regulations and land use
planning requirements (Rencana Tata Ruang Wilayah). At this phase, a company is allowed to organize
consultation meetings with local communities to inform them about its plans, possible environmental
and social impacts, the process of land acquisition, and compensation.

In the regions we studied, there were villagers who opposed the plantations (forestry or oil palm)
for fear of losing forest (the site of many livelihood activities) or having limited access to land for their
diverse activities (e.g. collecting timber, hunting, swidden cultivation). Others welcomed the oil palm
plantation because they considered it as the best option for regular income. The community hoped
that the plantation would provide them with better access to education, health care, infrastructure
(such as roads), as well as enable them to buy motorbikes or electronic goods (e.g. TVs or cell phones).
The friction within the local community was exacerbated when the village government and/or head
of the Indigenous group was in favor of the plantation. The oil palm company established good
relations with local authorities who were supportive of this investment. The support of local authorities
exhorted villagers who were initially opposed to accept the presence of the company and compensation
offered. With discontent from some villagers, the oil palm company proceeded to clear the land and
develop the plantation. The company used its legal permit to argue that their land claim was legitimate
and indisputable.

We found that, only in areas where the community perceived that the programs had substantially
benefited them were some conflicts able to be resolved. However, conflict resolution activities meant
that the level of tension was significantly reduced or dampened for some time, or was completely
settled. The community and company could sit together and talk about the issues that concerned them.

From the community’s perspective, the primary benefits of the forestry plantation were: (1) the
community could use company funds to facilitate activities that would strengthen their forest and
non-forest livelihood activities; (2) the community gained opportunities to cooperate with various
investors or to sell their agroforestry products directly to local buyers; and (3) the community were
able to genuinely express their aspirations to the company as a result of the intensive and open
communication between them.

During 2016–2017, the forestry company succeeded in resolving most old conflicts. However,
new conflicts emerged because of: (1) the lack of company monitoring, resulting in poor or untimely
reporting to the region and head office, and a lack of follow-up action; therefore, the community
perceived that their grievances were unheard or ignored; (2) the company failed to maintain good
communication with key community leaders; (3) the company used a ‘fire fighter approach’ (reactively
deal with short term crises, rather than proactively address underlying issues); (4) the affected
communities perceived that they did not get many benefits from company operations in their area;
and (5) the communities did not know the precise boundaries of the company’s concession areas.

The term, ‘fire fighter approach’, refers to the way the forestry company dealt with land conflicts.
Essentially, when there was a conflict, they negotiated directly with the individual landowner rather
than try to anticipate such situations or develop a systematic scheme of conflict resolution and deal
collectively with all landowners. In our research, many company actions resulted in community
discontent, which then escalated, turning complaints into disputes then into conflict. A key issue was
a lack of acceptance by the forestry company that the community did not know the boundaries of the
company holdings, which led to the company falsely believing that the community had deliberately
encroached on company land.
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6.2. Determining the Right Program for the Community

Since the forestry company launched its forest conservation policy (FCP) in 2011, as part of
standard procedure before embarking on new developments, they now conduct assessments of the
concession area to determine sites of high carbon stock (HCS) and high conservation value (HCV).
The company has identified around 9500 hectares of HCV and HCS across their concession areas
that will now be conserved. A problem arose because some of the HCV/HCS land that was to be
protected was being utilized by the community. The company’s attempt to protect HCV and HCS
areas made the community worried that they could no longer use the forest as the basis of their
livelihoods. To address this concern, through their community development program, the forestry
company introduced new agriculture and animal husbandry methods. Using communal land and
their own house yards, the community grew rice and vegetables, and learned how to raise livestock.
In this way, the community was expected to be able to meet their daily food consumption needs and
earn extra income without being dependent on forest resources and without using fire to clear land for
cultivation (which they did in their traditional swidden agriculture practice). Nevertheless, during
Phase 2, the company experienced difficulty in determining the most appropriate activities for the local
community, especially when assessed against the company’s criteria: (1) will fill knowledge or skill
gaps in the community; (2) ultimately boost community economic wellbeing; (3) there are sufficient
facilitators with appropriate expertise and commitment to work in remote rural areas; (4) delivers
financial return and/or reputational benefits to the company; (5) addresses community concerns or
needs; (6) is community-driven; (7) is aligned with rural empowerment programs developed by
government agencies; and (8) is aligned with the company’s core business or objectives. In the case of
ecological farming, this was complicated by the community’s distrust in the effectiveness of ecological
farming, compared to their traditional swidden cultivation technique that required them to burn
the forest.

The forestry company’s struggle can be illustrated with this example. One village wanted to learn
about shrimp farming because of high market prices for shrimp. However, the company did not have
any skills or experience with shrimp farming. They also found it difficult to source sufficient experts in
shrimp farming who were willing to work in remote villages for long periods of time. The struggle
was heightened by the fact that this was the first experience of the company in developing an SSCD
program, rather than merely implementing a conventional philanthropic CSR project. Consequently,
the company failed to anticipate various risks.

6.3. Managing Community Expectations and Dependency

In the beginning of IFM (2016), the forestry company set criteria to select the villages where
IFM would be implemented, including: (1) villages located within the company’s concession area;
(2) villages outside the company’s concession area that have high reliance on forests for their livelihood;
(3) villages that have land conflict with the company; (4) villages that have experienced forest fire;
and (5) villages that still use slash-and-burn to clear land (i.e., swidden agriculture). To increase the
likelihood of success (and reputational benefit), the company tended to choose villages that would be
more likely to accept IFM. After the program had been running for about a year, tensions arose due to
planned changes to the scheme. Other villages that met the criteria but were not initially funded and
some that do not meet the project’s criteria at all had asked the forestry company to develop the IFM
program with them. As mentioned by one interviewee, “Just like the other villages, we also want money
from the company”. Irrespective of whether or not they knew about the forestry company’s expectations
about how the funding should be used, these villages urged the company to give them the same
amount of money, a once-off amount of 220 million Indonesian rupiah (about USD $15,000) per village
(with further payments potentially possible). Since then, IFM is now intended for all villages located
in and around the concession areas of the company.

In the case of the ecological farming program, there are increasing expectations from the community
that the company will make a long-term contribution to the community. Dependency can be regarded
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as the community’s tendency to look to the company for continual support in maintaining the project
over time. Often communities do not have the patience or required skills to maintain equipment,
or the resources or outputs might not be used appropriately. For instance, in one village that has
been in the program for four years, the villagers had gained skills about how to clear land without
using fire, use fertilizer, plant rice, and sell it to local buyers. Therefore, the company considered it
was time for that village to be exited from the program. However, after 3 months, the community
asked the company to return because they said that they did not have the skills or inclination to
continue rice production, because as they were previously swidden farmers, this was not a normal
crop for them. The community also lacked the skills to manage their finances wisely. The presence of a
credit union meant that they could borrow money easily, and this was often used for consumption
behavior rather than investment in projects that may enhance their wellbeing. The community’s
dependency on the company was aggravated by two factors: firstly, they were not able to maintain the
alternative livelihoods programs (cattle farming and improved cropping); secondly, the fact that they
were communities that originally depended on the forest, as was revealed by an interviewee:

“I predict that, if the company goes away, the village will become disorganized because they
are 90% dependent on the company. The community is still questioning how their life will be if they
continue farming, because typically they are not farmers but hunters. A long time ago they could
sell pig, lizard, deer, monkey (bekantan), but now not any more. If now they want to go hunting,
the animals to be hunted are in short supply. So, whether they want it or not, the villagers must
work for the [forestry] company. We taught them how to breed livestock, but it was unsuccessful
because the animals got sick or were eaten by the villagers. So actually, this is a difficult situation.”
(Forestry company representative).

From a company perspective, if the issue of community dependency on the company for funding
and operational capacity cannot be solved, then it is likely that the results achieved to date will
disappear should there be a decline in the market and/or if the company would cease operating.

6.4. Challenges in Building Community Capacity: Skills, Discrepancy and Inequity in Profit Sharing

The oil palm company considered that capacity building of the community was essential for
achieving long-term, sustainable community development. Therefore, the company assisted the
existing farmer groups (Gabungan Kelompok Tani or Gapoktan), which were implemented by the local
government. These groups enabled the farmers to work together and collectively sell their produce.
This facilitated problem solving and helped the community develop various agribusinesses. The issues
that emerged in building the capacity of these groups were as follows. Firstly, there was considerable
variation in the ability of individual community members to absorb the skills taught. For instance,
there were farmers who became highly proficient in making cassava flour, while others were less
effective. Only a few members who worked to produce cassava flour succeeded in selling it. This led
to one farmer, who believed he had worked harder than others, to ask, “will those who worked only a
little or not at all get the same income as we who worked much harder?” In practice, this created another
obstacle, how to ensure that all members of the group work according to their individual ability while
guaranteeing that everybody will get fair benefits.

Secondly, for various personal reasons, there were farmers who could not maintain their
commitment till the end of the program. This was particularly the case for those who had to
learn new skills, such as raising livestock. Instead of being successful at breeding livestock, they
slaughtered young cattle for traditional ceremonies, consumed them for daily use, or sold them before
they reproduced. There is a challenge in getting all community members to understand the long-term,
collective benefits from a program and to recognize the importance of being patient to foster positive
community change and realize the investment made in a program. This challenge occurred in both
case studies, IFM and ecological farming.

Thirdly, the challenge concern with community participation in the training is to enhance the
community’s capacity in governance, planning, implementation, and interaction with actors beyond the
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village neighborhood. In our research, participation in terms of the number of participants increased,
particularly in two situations: (1) at the beginning of the program during the consultation meetings to
inform the community about program details; (2) any time people noticed there were villagers who
were particularly successful in generating benefits from the program. As depicted by an interviewee
from the company:

“In the beginning, we paid attention to the people who attended the training, whether those who
attended were only the key people in the community or not. In the first weeks, usually there were 30 to
70 people attending the training. Then, when the learning process was on-going, only 5 to 10 people
attended. And when these few people were successful in showing significant results or benefits,
the number of villagers who attended the training increased.” (Oil palm company representative).

Our research identified the challenges both companies faced: (i) how to maintain the motivation
of the community to participate over the whole program; and (ii) how to ensure that all sections of the
community were involved. Essentially, this was achieved by creating trust between the company and
the community, which was accomplished by showing the community that the program had proven to
be useful in improving their economic wellbeing. The community was willing to participate when
they perceived it was an opportunity to earn extra income. However, in the Indonesian context,
it was difficult for community members not to participate if village authorities had encouraged
their participation.

6.5. Shortage of Company Field Staff and Government Facilitators

Both companies were overwhelmed by having to provide facilitators for all the villages in
which the development program was implemented. The main challenge was to provide a sufficient
number of facilitators who had appropriate skills and were willing to live in the villages, which was
desirable so they would work effectively with local people. The companies tended to have staff with
technical, engineering, or managerial backgrounds, thus they are not the most appropriate people to
deal with complex social issues. To address this shortage, the companies used their own staff who
were competent in agriculture or animal husbandry to become the village facilitators. Nevertheless,
there was still an insufficient number of staff who had the required skills. Those with the necessary
expertise tended to occupy managerial positions, therefore it was not possible to re-assign them to
field duties. Consequently, those who were assigned by the companies to the villages did not always
have the necessary skills or experience to effectively facilitate the program. Another issue was the
perception of the companies that only staff from the social department (who were often referred to as
the ‘social people’) should be responsible for the social issues. Meanwhile, the social department had
an insufficient number of people considering the vastness of the concession area and the number of
villages. As mentioned by one interviewee:

“The managers tend to think that to deal with social issues or conflict is solely the duties
and responsibilities of the social people. Meanwhile, there are only 4 or 5 social people in
our department to be assigned for the whole concession areas. There was an extreme case,
a social staff member quit the job after only 3 months working because it was too much
for him to do all the tasks. The field is accessible but still too vast to travel to”. (Oil palm
company representative)

The facilitators provided by the local government were often fresh graduates who did not yet
have experience working with communities, or they were senior facilitators with considerable skills
and experience, but not willing to work in remote areas.

7. Discussion: Facilitating the establishment of Socially-Sustainable Community Development

7.1. Promoting Community Resilience in Situations of Conflict

From as soon as they arrive in local communities, companies have to deal with conflict over land
in their concession areas. As stated by the forestry company, the establishment of IFM was an attempt
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to implement their forest conservation policy. One policy commitment emphasizes use of FPIC and
community development principles to avoid and resolve social conflict across the company’s supply
chains. This was a change from what they had done previously. Despite some conflict being pre-existent,
the company succeeded in resolving some conflicts. Aligned with Roseland’s [82] argument that it
is important to recognize stakeholder values and interests as being legitimate during the planning
process, together with an NGO the company implemented a process of recognition of community and
NGO concerns by conducting a social conflict analysis, developing a grievance procedure to handle
community complaints and concerns, and developing a social conflict procedure to deal with social
conflict responsibly in all areas of operation. In its policies and protocols, the company recommended
use of independent stakeholders in tracking progress in the implementation of company’s commitments.
In its IFM Implementation Guide, the forestry company clearly stated that avoiding and resolving land
conflict was a principal objective of IFM.

From our research, we identified that the key steps a company needs to take in the planning
phase of CSI initiatives are: (1) re-evaluate the approach to partnerships, stakeholders engagement,
and social impact assessment; (2) identify any significant flaws in previous community development
activities; (3) identify underlying social issues that may impact on the project; and (4) recognize that
a sustainable community cannot be developed in isolation from the wider impacts and demands of
all the different actors. From a community resilience perspective, conflicts are system disruptors,
since they inflict changes, threats, uncertainty, and adversity. Community resilience is created by
building community ability to endure turmoil and to maintain community social networks [92].
In undertaking SSCD, the companies made an effort to maintain social networks and community
functions despite the forces of disturbance and change. The appropriate community response to system
disruptions—in our cases, social conflict and land conflict—will vary from maintenance to adaptation
to transformation [76]. Our research reveals a similar result: there were some individual community
members and groups who did not participate at all in IFM, there were some who had minimal
participation (i.e., observed the company’s activities in their neighborhood, attended community
meetings, but only as listeners or passive participants), and there were some who participated fully
throughout the whole process, resulting in a significant transformation in the way they subsequently
conducted their livelihood activities.

Another approach taken by the company to create community resilience was by building the
community’s agency through the SSCD processes. Community agency is an important feature of
community resilience and is the community’s ability to take planned action and effect change [76,77].
Companies should perceive the community as the primary active agent of their own wellbeing. In our
research, the companies encouraged the community to be fully aware of their valuable assets, what they
really wanted to achieve in the short and long term, and who they needed to involve in a time of crisis.
This process led the community to act collectively to cope with and respond positively to changes and
stresses. In our research, this happened in community consultation meetings and in collective activities
organized by the farmers groups.

7.2. Identifying Conflicting Company Strategies, Community Expectations, and Community Dependency

During the planning stage, both companies faced two main challenges: how to determine the
most appropriate program; and how to manage community expectations and not create long-term
dependency on the company. Reconciling conservation, development, and commercial objectives
made it difficult to select the appropriate community development program. A recurring issue in the
implementation of company policies is situations where prescriptions are not mutually compatible.
A possible example of this would be where a location is a high carbon stock area (therefore needing to be
protected) as well as an area that the local community would like to use for their livelihoods. Reflecting
on our two cases, it was evident that extensive engagement is crucial to create joint understanding
among all stakeholders (including national and regional governments, local authorities, Indigenous
peoples, local communities, employees, and NGOs). This shared understanding is principally the
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outcome of their participation during the process of collection, assessment and interpretation of
information, and the process of identifying potential conflicting requirements and implementing
them into integrated management plans. Furthermore, we suggest that companies use their particular
unique business expertise to address societal problems faced by affected communities and/or develop
new livelihood projects that fully connect with the company’s SSCD project. Based on a thorough
review of the literature of CSI, Esteves [33] identified three key aspects to evaluate the effectiveness of
strategic CSI: (1) the meaning of sustainability for local communities; (2) the true nature of the business
drivers for the company’s sustainability approach; and (3) the role of strategic CSI in delivering such an
approach or strategy. From our research, it was evident that only one of these aspects was embedded
in the companies’ ÇSI approach, the role of strategic CSI in the sustainability approach of the company.

7.3. The Role of Strategic Corporate Social Investment in Delivering Sustainability

In 2012, the forestry company released its Sustainability Roadmap Vision 2020, which aimed to
address 10 environmental and social impact areas. Included in this roadmap, were the company’s
commitments to protect Indigenous peoples’ customary rights, enhance the wellbeing of local
communities, and improve relations with them. Another objective was to improve environmental
performance and biodiversity conservation. The roadmap highlighted the company’s forest conservation
implementation plans and the recommendations of an independent external assessor. The company
invited an Indonesian NGO to monitor and evaluate the implementation of the plans.

Community expectations of the companies were influenced by the role of local government in
meeting community needs and in helping them overcome life challenges. In both cases, we identified
a significant gap between the stated presence of local government in various regulations and their
actual material presence in the community’s everyday life. The absence of government at all levels
encouraged the community to turn their attention to the company as an actor that can bring sustainable
development [93,94]. We also analyzed how the company’s discourse of ‘helping people to help
themselves’ has framed the long-term objective of their community development initiatives, that is
to achieve a long-term disengagement of the company once the SSCD project is completed. In both
cases, this discourse was in contrast to the community’s understanding of sustainable development
and their desire for ongoing service provision by the company into the future. This disconnected
development [95] has created a somewhat detached relationship between each company and their
local community, which has potential to create disharmony and conflict. From a company perspective,
community expectations can create dependency on a company, and a ‘dependency mentality’ leads to
vulnerability and powerlessness [96]. To overcome this challenge, we suggest that companies should:
examine how the community perceives the evolving relationship between them and the company;
evaluate the negative impacts on the SSCD process on the most impacted groups in the community;
analyze their responsibilities toward the community; and ensure that the community has the capacity
to continue the CSI/SSCD activities.

7.4. Building Community Resilience and Community Capacities Simultaneously

We identified that both companies fully understood that building community capacity was more
important than simply transferring knowledge, skills, or technology to the community. The companies
believed that, by enhancing the capacity of individuals and groups, the economic and social
development of the whole community would be enhanced. However, it was apparent that the
companies were not aware that building community capacity was not sufficient on its own, because it
does not ensure the community will do something constructive in times of adversity or crisis. Although
community capacity is necessary, it is not enough to create a resilient community. To be resilient,
a community should engage with their own resources and assets, taking initiative and not simply
developing the capacity to act [72,76].

We found that both companies perceived capacity building solely as the development of human
resources (knowledge, skills) to improve on certain weak areas in the community. This was primarily
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achieved through training and technical assistance. The companies attempted to strengthen local
institutions and their potential to drive local development by encouraging collaboration with farmer
and other groups. The companies endeavored to build two main aspects: resources (skills of individual
members, cultivation technology, and organization financial structure); and management (leadership,
program management, and networking).

Three types of capacities can be considered at individual and community levels: technical;
behavioral; and social [97]. Enhancing all three of these capacities is crucial to increase the success of
sustainable development projects. In our research, it was evident that the companies were more focused
on strengthening technical capacity, rather than the behavioral and social elements. Technical capacity
is all the technical aspects or skills required to perform the desired tasks. For example, the oil palm
company conducted a series of training initiatives that taught farmers about new cultivation techniques,
particularly regarding food crops (rice and cassava). This company also taught farmers about planning
and management skills, identifying supply chain contacts, and how to manage organizational and
financial aspects of their enterprises. Behavioral capacity is the personal attitudes and skills necessary to
build relations between communities and groups of stakeholders. The company encouraged and gave
continuous assistance in building good cooperation between different farmer groups. Nevertheless,
they did not intentionally attempt to enhance the organizational skills of farmer groups, such as
leadership and entrepreneurship. The company stimulated the farmer groups to develop their own
vision, mission, and strategy. However, they did not introduce them to other important skills that may
contribute to business success, such as communication, negotiation, marketing, project management,
and problem-solving.

To overcome the varying technical skills and inequity in profit sharing, we suggest that companies
should: (i) analyze the three types of capacities at individual and organizational level to gain a
comprehensive skills mapping and to be able to identify weak elements that need to be improved;
(ii) develop a monitoring and evaluation process that allows them to track changes in behavioral
capacities and impacts for SSCD; (iii) focus on developing community resilience through engagement
of community resources; (iv) explore the cultural aspects of community resilience, such as community
beliefs, and wisdom about how to cope with changes, and how to improve their ability to solve problems.

7.5. The Importance of Progress Evaluation in the Process of Transforming the Company StaffMindset

One challenge faced by both companies was a shortage of company field staff and government
facilitators. This challenge is compounded by company perception that dealing with social issues is
merely the responsibility of the social department. To overcome this challenge, the companies have
conducted training for staff and suppliers about emerging social issues, such as requirements for FPIC,
social conflict mapping and conflict resolution, and sustainability issues. Through these information
sharing activities, the companies aimed to increase the awareness of staff and suppliers about the
importance of handling social aspects responsibly, and the importance of this to the company. Together
with an NGO (the same in each case), each company developed a grievance redress mechanism.
However, we found that the impact of the training was not adequately tracked, and that the desired
behavior changes shaped by the training were obscure. Assessing whether training is effective or
fruitful goes beyond reporting participant satisfaction, the number of people trained, or how the
training was administered. Thus, we conclude that the policies have not been embedded in the daily
practice of employees. Hence, we propose that companies should develop and/or deliver training
linked to specific goals, competencies, and organizational objectives. In this way, staff will understand
how their work contributes to the achievement of the company’s higher goals and success. To reinforce
this, we suggest that the expected behavioral changes be implemented in the annual performance
review of each staff member. By identifying improvement in performance review scores, a company
can better measure training effectiveness. In the light of changing company policies, we encourage all
managers to regularly discuss with their employees what the employees think about their daily work.
This will help companies address gaps in their understanding of specific societal issues.
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8. Conclusions: Is Socially-Sustainable Community Development Possible?

Leading oil palm and industrial timber plantation companies operating in Indonesia have
made commitments to intensify efforts to reconcile conservation, development, commercial needs,
and objectives. This is a discourse that echoes the basic principles of development and international calls
to engage with affected and vulnerable communities in meaningful participation. Despite company
commitments to balancing plantation productivity with the survival of valuable forest landscapes
and local community development needs, the working culture within companies and industry
generally continues to restrict the establishment of sustainable communities. As with other extractive
industries, company community development practitioners can introduce constructive changes within
the company and community. Reflecting on our research, we believe that a positive change in
community development practices is taking place; however, oil palm and industrial timber plantations
companies are constrained by their own company culture. Should these companies continue to
become consciously-engaged agents of development by directly investing in community development
initiatives or should they create long-lasting development impacts with the risk of losing control over
the community processes driving change? Or should they continue to push themselves in terms of
their development contributions and focus on partnering arrangements with various organizations
that take time, efforts, and frustrations? These are only a few examples of questions that reflect the
complexity of SSCD works faced by companies.

Despite this complexity, there are some clear paths to follow to build SSCD in the context of conflict.
Companies need to recognize that sustainable communities cannot be developed in isolation from
the wider impacts of company activities and the numerous demands of all stakeholders. More effort
must be put into improving company approaches to community engagement long before the process
of creating sustainable communities is started, for example, by appropriately implementing FPIC in
land acquisition, and by monitoring the outcomes and impacts of their activities. It is also evident that
companies need to explore the meanings of sustainability from the perspective of local communities in
order to capture their values, aspirations, and needs. This will provide clearer and more complete
understandings about how companies can contribute to promoting community development that is
inclusive, equitable, and sustainable. Finally, companies must continue to examine their relationship
with communities, especially in terms of consent, engagement, empowerment, and what this means
for community development.
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