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This article focuses on the broader misalignment of Corporate Social Responsibility (CSR) programs
by multi-national corporations in Southeast Asia, particularly in the agricultural sector. It explains the
likely causes of such impact through the lens of the Stakeholder Theory. The paper aims to illustrate
how corporations present and strategize their CSR initiatives, emphasizing that the proposed solutions
may only sometimes align with the actual needs of the recipients. Using Freeman’s perspective/ This
paper argues that an intrinsic disparity exists between the intentions and execution of CSR programs,
particularly those initiated by multi-national companies, and the divergence of expectations between
corporations acting as implementers and the recipients of these programs. Despite the clear articulation
of these requests by most affected locals, multi-national corporations often need help to meet these
demands. As a result, the lack of accessible information and limited consumer literacy, coupled with
political and commercial branding by ASEAN, creates a conducive environment for CSR misalignments.
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Introduction

In recent decades, there has been a
noticeable trend where several multi-nation-
al companies (MNCs) have expanded their
investments and business operations across
diverse countries in the Global South, with a
particular focus on Southeast Asia. Prior to
the COVID-19 pandemic, ASEAN reported
that its member states attracted a peak level
of foreign direct investment (FDI), reaching
US$182 billion in 2019. Although this figure

experienced a significant decline to US$137
billion in 2020 due to the pandemic, the or-
ganization underscored that its global FDI
share had increased from 11.9% in 2019 to
13.7% 1in 2020 (Association of Southeast
Asian Nations, 2021). Significantly, a con-
siderable rise in investments can be linked
to the direct involvement of Fast Moving
Consumer Goods (FMCG) companies in
the region. These companies strategically an-
chor their supply chains in countries within
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the area. This investment not only involves
the establishment of mills but also concerted
efforts in the distribution and maintenance
of their products. However, it is noteworthy
that such practices have attracted criticism,
as seen in the case of Unilever, which oper-
ates numerous factories heavily reliant on us-
ing palm oil.
With the

coming into the region, concerns about the

increasing investments
sustainability and ethical practices of the in-
coming multi-national companies (MNCs)
have also heightened, mainly for Southeast
Asian countries directly impacted by the
climate crisis. In 2019 alone, the reported
displacement of 9.6 million individuals in
Southeast and East Asia was attributed to cli-
mate-related issues such as cyclones, floods,
and typhoons (McCoy & Soo-Chen, 2022).
This not only poses an economic threat but
also has the potential to be financially devas-
tating. The Asian Development Bank (ADP)
predicts that the crisis could lead to an 11
percent reduction in the region’s GDP if left
unaddressed. This is especially concerning
for crucial sectors like agriculture, tourism,
and fishing, which play a vital role in the re-
gion’s economy and are directly susceptible
to the impacts of climate-related challenges
(Prakash, 2018).

In Southeast Asia, the awareness of
environmental issues, and consequently Cor-
porate Social Responsibility (CSR), is deep-
ly rooted in diverse cultural influences that
guide different countries in the region. The
value of collectivism serves as a robust foun-
dation for many Southeast Asian societies,
enriched by the presence of local cultures

and religions. The significance of philan-
thropy is notably emphasized as a core val-
ue in Buddhism, prevalent in countries near
the Mekong River, like Vietnam, Thailand,
Cambodia, and Laos. In Muslim-majori-
ty nations such as Indonesia and Malaysia,
CSR is viewed as an extension of the prac-
tice of Zakat (donation). Additionally, the
philanthropic efforts of the Catholic Church
have played a vital role in fostering aware-
ness about CSR in the Philippines (Asian In-
stitute of Management, 2011).

The implication of such values is the
creation of the ASEAN Socio-Cultural Com-
munity (ASCC) Blueprint 2025 by ASEAN,
dedicated to enhancing the quality of life for
ASEAN citizens and promoting sustainable
development in the region (Association of
Southeast Asian Nations, 2016). Additional-
ly, domestic laws have been devised to gov-
ern corporate behavior, such as Indonesia’s
UU No.40 Article 74 of 2007, outlining cor-
porate responsibility for environmental man-
agement.

This commitment is observable in
numerous multi-national companies oper-
ating in the Fast-Moving Consumer Goods
(FMCG) sector, including Unilever, Procter
& Gamble, and Nestle. These companies reg-
ularly publish annual reports to transparently
showcase their endeavors toward sustainable
development in diverse communities while
expanding their operations. Examples in-
clude Procter & Gamble’s Yearly Citizenship
Reports and the Annual Sustainability reports
of Unilever and Nestle, which are accessible
online for public scrutiny and are usually

aligned with the achievement of Sustainable
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Development Goals (SDGs), aiming to uplift
communities and contribute consistently to
environmental well-being (Unilever, 2023).
Consequently, the initiatives undertaken by
these companies have garnered acclaim and
recognition from various stakeholders, earn-
ing them multiple awards.

Nevertheless, it is essential to recog-
nize that the Corporate Social Responsibility
(CSR) programs implemented by these com-
panies have yet to consistently achieve com-
prehensive success in promoting sustainable
development for various stakeholders, partic-
ularly those in the agricultural sectors.

Due to that, this article argues that
an intrinsic disparity exists between the in-
tentions and execution of Corporate Social
Responsibility (CSR) programs, particularly
those initiated by corporations, especially
multi-national ones. The paper aims to il-
lustrate and shed light on how corporations
present and strategize their CSR initiatives,
emphasizing that the proposed solutions
may only sometimes align with the actual
needs of the recipients. It is crucial to note
that this argument does not imply that CSR
is entirely ineffective; instead, it suggests that
corporations may perceive the challenges the
local population faces differently.

Prior articles addressing CSR im-
plementation shortcomings have pointed
out failures in empowerment efforts by dif-
ferent corporations (Adi & Mufidah, 2018;
Sindhutomo, 2018). However, these articles
have not analyzed the structural reasons be-
hind implementation failures. This article
aims to address this research gap by focus-
ing on the broader failure of CSR programs

by multi-national corporations in Southeast
Asia, particularly in the agricultural sector,
and offering an explanation for the likely
causes of such failures through the lens of
the Stakeholder Theory.

Stakeholder Theory

In order to evaluate the private sec-
tor’s interest in and performance from exe-
cuting its CSR activities, this study uses Free-
man’s viewpoint on the Stakeholder theory.
According to the Stakeholder Theory, actors
who are impacted by a company’s opera-
tions in any way are considered stakehold-
ers in corporate social responsibility (CSR)
(Miloud, 2014). The fundamental tenet of
the stakeholder theory proposes that a com-
pany’s capacity to balance its stakeholders’
diverse interests determines its success and
sustainability. Stakeholder theory, on its attri-
butes, 1s a subset of normative theory, which
considers descriptive dimensions. This view
opposes the idea that morality and financial
interests are distinct, even if stakeholders in
an organization are crucial to the process of
designing its strategy (Castelo et al., 2007).

Freeman assumes that stakeholders
are necessary for the firm to exist; therefore,
the corporation considers their approval
when conducting business (Freeman, 1984;
Gariga, 2004). This idea places a strong em-
phasis on a network of engagement, con-
tending that an organization such as a firm
should benefit all of its stakeholders, in-
cluding creditors, shareholders, customers,
suppliers, the government, and the general
public, in addition to operating for its profit
(Castelo et al., 2007).
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When it comes to researching the re-
sponsibilities of an organization, there are
two primary schools of thinking. From a
corporate social responsibility perspective,
Redman contends that organizations should
engage in social issues in addition to business
ethics (Castelo et al., 2007). However, from
a liberal perspective, the company’s prima-
ry goal is to generate money for its owners.
Nevertheless, improving the business and
its relationships with the environment—or,
in this case, the public—is the fundamental
goal of implementing CSR (Castelo et al.,
2007). In turn, CSR programs that are suc-
cessfully framed to have a good relationship
with the environment and the public would
result in society’s endorsements and approv-
al of the company’s production operations
since it portrays the company’s success in be-
ing responsible and active compensation to
the stakeholders impacted, even if it may not
necessarily address the most alarming prob-
lem caused by company’s production process
(Castelo et al., 2007).

The CSR process consists of two stag-
es: (1) establishing the strategic direction and
(2) putting it into practice within the orga-
nization (Child & Marcoux, 1999). The or-
ganization’s goals and values will be heavily
considered in the first phase, resulting in the
creation of a prioritized list that is filtered ac-
cording to the stakeholders and values of the
CSR project (Child & Marcoux, 1999). How-
ever, while management remains in charge,
the second phase gives project managers
more room to share control over the techni-
cal aspects of the project. At this point, as the

scope expands to include implementation,

the definition of stakeholders gets broader
(Child & Marcoux, 1999).

The purpose of this phase one to
phase two transition is not to suggest that
management or the organization’s original
stakeholders have a significantly reduced
capacity to control the scope and value of
a company’s corporate social responsibility
project. From the standpoint of technical
project management, it is, nevertheless, sub-
ject to change. As a result, there will inevi-
tably be compromises and limitations during
the process (Naik & Chetty, 2022). On its
practical implementation, compromises of
initial metrics due to broadening external
stakeholder involvement in CSR appear in
possible logistical barriers, legal support, and
public disapproval. The stakeholder theory,
which describes how stakeholders’ perspec-
tives dominate statistical techniques or

Figure 1. CSR and Stakeholder Engage-

ment Process

OpllO‘nS: ) Strategy: Result:
Tenets: « which social causes to stakeholder & Implement:
* Goodwill
* scope support CSR sclection stakeholder - mm
+ objectives o stakeholder priorities on the basis of dialogue P
+ mode of support value and fit

qualitative observations throughout problem

definition processes, may also be helpful in
the design process (Naik & Chetty, 2022).
Using the stakeholder model concept
by Freeman, implementing corporate social
responsibility (CSR) aims to achieve a syn-
ergistic effect between strategic planning and
investment project improvement, given that
the stakeholders who are critical to the com-
pany’s sustainability have differing interests
(Miloud, 2014). According to Freeman, safe-
guarding the interests of clients, staff mem-
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bers, and the community increases stake-
holders’ long-term wealth (Miloud, 2014).
Organizations understand the importance of
maintaining strong relationships to achieve
the goal of “balancing” the interests of stake-
holders and the production of high-quality
CSR results. The universality and cultural
benefits of CSR are the main topics of dis-
cussion in the academic community, starting
in 1991, implied by Archie Caroll’s design of
the CSR pyramid to reveal major building
blocks that companies use to be responsible
in targeted areas (Miloud, 2014). Numerous
barriers exist to achieving CSR, especial-
ly in developing nations where institutions,
norms, and procedures are often compara-
tively “weak” (Miloud, 2014).

According to the theory, a weak sys-
tem plays a role as an enabler of unchecked
stakeholder behavior in the design, imple-
mentation, and result assessment process,
in which the state’s legislation governing the
obligation of CSR and all of its processes fail
to enforce strict measures and provide clear
guidelines (Miloud, 2014). Due to this rea-
son, the ability of the public to engage in a
reputation-building effect towards corporate
stakeholders and the perception of appropri-
ateness held by corporate stakeholders have
become crucial factors in determining the ul-
timate power of CSR creation. This context
in the theory becomes increasingly relevant
to be applied to the case of the Southeast
Asian CSR system due to the avid involve-
ment of significant economic players like the
MNCs and the lack of a governing system
and legislation on CSR ethics and success
definition (Miloud, 2014).

The implementation of the stakehold-
er theory to explain this paper’s case study of
Unilever, Nestle, and PT. Asam Jawa’s ten-
dency to deliver CSR that fulfills corporate
needs that are not aligned with the interest of
the local stakeholders impacted by the cor-
poration’s production operational processes
is captured in several ways. First, defining
what constitutes a successful CSR and its
metrics strictly depends on the perception of
appropriateness. In this case, they are train-
ing programs for farmers and creating inte-
grated farming land that would benefit those
companies in gaining societal endorsements
more than local stakeholders’ interests.

Second, the implementation of its
strategy to claim that its CSR programs are
most aligned with local stakeholder’s inter-
ests, even if it brought in some extent of ben-
efits for the local farmers, has not addressed
the most significant issue caused by those
companies’ production process, which is in
line with the stakeholder theory that address-
es power dynamics between multiple stake-
holders in the implementation processes.
This has resulted in more adherence to the
corporation’s purpose to tailor CSR to bene-
fit local stakeholders and bring more advan-
tages to the company’s production process
and reputation. These points will be further
assessed in the discussion segments of this
paper, including how a weak legal system en-

ables such practices of CSR to prevail.
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Focus of Assessment: Agro CSR in
Southeast Asia

While implementing Corporate So-
cial Responsibility has been a topic of re-
search that has been thoroughly researched
in most developed states, it has to be noted
that there seems to be a lack of urgency in
Southeast Asian Nations to strengthen their
legal capability (Asian Institute of Manage-
ment, 2011). Linking back to what had been
established above, this becomes problematic
when we observe the increasing amount of
investment and expansion that had been hap-
pening, as well as how much resources the
multi-national companies had been extract-
ing from the region.

There has been an observable trend
wherein the countries in the developed world
have deindustrialized while the developing
states are still industrializing. This is evi-
denced by the United Kingdom’s ongoing
manufacturing downturn caused by a lack of
overseas demand for their products (Binns,
2023), while the manufacturing industry in
most Southeast nations is going strong.

The rationale behind this trend is the
significant role of the agricultural sector in
the region. Estimates indicate that the com-
bined value of farming, fisheries, and forest-
ry imports by ASEAN from the global mar-
ket has risen substantially, increasing from
US$112.5 billion in 2015 to US$179.3 billion
in 2021 (Australian Government Depart-
ment of Agriculture, Fisheries, and Forestry,
2023). This is particularly notable in palm
oil production, with Malaysia and Indonesia
contributing 90% of the world’s palm oil ex-
ports between 2019 and 2021 (Camarero &

Camarero, 2023).
However, the this

agro-industry supply chain, particularly in

existence of

the palm oil sector, is entangled with con-
troversy. Numerous reports have shed light
on social and environmental issues linked to
plantations that have served as longstanding
suppliers to Fast Moving Consumer Goods
(FMCGs) in Southeast Asia, dating back to
the 2000s. These issues encompass the acqui-
sition of lands in Borneo, Indonesia, without
the informed consent of the native Dayak
Hibun community (Jong, 2021), as well as
the mistreatment of migrant workers in Ma-
laysia (Swissinfo, 2019). Similarly, concerns
extend to the problem of deforestation in the
protected Rawa Singkil Wildlife Reserve in
Aceh, which resulted from illegal plantations
directly linked to Nestle and Wilmar (Leuser
Watch - Rainforest Action Network, 2023).

Similar controversies surround lo-
cal companies, notably those that cultivate,
process, and supply palm oil. Local palm oil
companies in Southeast Asia are known for
their massive scale of deforestation in the is-
lands of Papua New Guinea, Kalimantan,
and Sumatra. Examples of the biggest de-
foresters in Southeast Asia are PT. Austindo
Nusantara Jaya, PT. Bangka Bumi Lestari,
and PT. Ciliandry Anky Abadi. According
to Chain Reaction Research (2019), these
three companies are responsible for nearly
10.000 hectares of lost forest in Indonesian
regions.

Despite these concerns, the invest-
ments made by Multi-national Companies
(MNCs) and Fast Moving Consumer Goods
(FMCGs) continue to rise in Southeast Asia/
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ASEAN. Even after the COVID-19 pandem-
ic, Southeast Asian countries have remained
a substantial market for numerous MNCs,
particularly those in the FMCG sector. In
Indonesia, the largest country in the region,
a significant portion of household expen-
ditures, around 20 percent, is allocated to
FMCG products. These products, including
toiletries, toothpaste, cosmetics, and daily
snacks, are pervasive in the market and es-
sential for most households (Tjandra, 2022).

Despite these concerns, one primary
factor driving the continuous increase in in-
vestments is the inclination of several ASE-
AN countries, including its current leader,
Indonesia, to restrict imports and encourage
the export of products (Rahman, 2020). Even
recently, ASEAN has shifted its attention to-
wards economic advancement in the region
under Indonesian leadership. The tagline
“Epicentrum of Growth” underscores Indo-
nesia’s commitment to enhancing collabo-
ration among ASEAN countries, aiming to
position the area as the epicenter of econom-
ic growth that is capable of rivaling global
economic growth (Kementerian Komunikasi
dan Informatika Republik Indonesia, 2023).

However, this pattern is not limited
to a regional scope but also unfolds locally.
Implementing the contentious Perppu No.
2 on Job Creation in Indonesia significantly
simplifies the environmental assessment pre-
requisites and licensing processes. This in-
volves consolidating environmental permits
and business licenses and removing specific
conditions and restrictions for foreign in-
vestment specified in various laws governing
diverse business sectors. Additionally, it eas-

es the obligations companies have to fulfill
toward their workers, encompassing aspects
such as severance pay, minimum wages,
and contracts for outsourcing workers (Si-
matupang et al., 2023).

A parallel circumstance is observed
in the fishery industry in Thailand, where
the government’s introduction of the “Pink
Card” registration scheme in 2014 has creat-
ed an environment prone to the exploitation
of migrant workers. These workers lack ade-
quate protection and working standards, giv-
en the weak government inspection regime
that oversees the mistreatment of labor (Hu-
man Rights Watch, 2018).

Drawing from the previously dis-
cussed points, a significant challenge in South-
east Asian nations stems from the weakness
of the country’s institutions, impeding their
capacity to enforce laws and mechanisms ef-
fectively. This challenge is particularly con-
spicuous in Corporate Social Responsibility
(CSR) implementation. In many developing
countries, including Indonesia, there needs
to be more explicit regulations governing
corporate behavior concerning CSR. More-
over, even when such laws are in place, their
enforcement could be improved by the coun-
try’s difficulties in monitoring and upholding
actions that violate these regulations. This is
exemplified by the fact that Corporate Social
Responsibility (CSR), as outlined in Law No.
25 of 2007 on investment, often referred to as
the ‘Investment Law,” complementing Law
No. 40 of 2007 that regulates CSR, does not
articulate any sanctions for companies fail-
ing or neglecting to engage in CSR activities
(Maris, 2014).
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This approach differs from the regu-
lations and perspectives on Corporate Social
Responsibility (CSR) observed in many oth-
er regions. In Europe, particularly in France,
the Economic Regulations Act, implement-
ed by the French government in 2001, man-
dates 700 French companies to disclose their
social and environmental activities annually.
Similarly, the UK Company Act stipulates
that companies must include CSR activities
in annual reports. Interestingly, even South
Asian countries prioritize CSR regulations
more than Southeast Asian ones. For exam-
ple, India has made CSR obligatory through
its Company Act of 2013 and is committed
to enforcing this regulation. This is evident
in the 2023 case of Kony India, a multi-na-
tional company, which has faced repercus-
sions for non-compliance (India CSR, 2023).

Discussion

Misalignment between CSR success met-

rics and recipient’s needs
Strategic intent reflects the role of the

recipient and the donor’s role in their exist-
ing CSR strategies how these strategies in-
terconnect, what contingency plans should
strategies change or funding be reduced, and
how both entities are fixed concerning their
strategy. Recipient intent focuses on identi-
fying existing needs and engaging with po-
tential donors who can invest in projects and
provide benefits for both (Jonker & Nijhof,
2006). On the other hand, organizations’ in-
terest revolves around aligning core business
services, practices, and products with recip-
ients of such programs. With differences in
strategic intent, the challenge to form a cater-

ing CSR lies in creating mutual value through
focused programs that represent the needs of
the community - in this case, the Southeast
Asian local agro-industry - and the needs of
the stakeholders in the organization. Despite
the different degrees of involvement in the
program, each stakeholder has a part to play
in the program’s success.

The perception of actual versus per-
ceived needs of the recipient during the pro-
cess of designing success metrics remains
one of the most prevailing debates in the
study of CSR. Through the Stakeholder
theory, this happens because the success of
CSR depends on the stakeholders to support
and execute CSR initiatives required to yield
benefits to the recipients and make business
sense for the organization (Porter & Kramer,
2006). However, when attempting to meet
the interest of both parties, Freeman argues
that the donor has disproportionate power,
which influences the quantum of donations,
to whom and which programs, even if this
is inappropriate for the recipient (Blundin,
2012; Genasci & Pray, 2008).

Compared to how recipients of the
obligations perceive corporations’ responsi-
bility in CSR, there needs to be a connection
between the extent of investment and assis-
tance (Wilburn & Wilburn, 2014). The re-
cipient of CSR’s understanding of obligation
departs from an experience of deprivation
due to the corporation’s operational process-
es, such as the extraction of resources and ex-
ploitation of labor in the area. Hence, CSR,
according to the recipient’s ideal perception,
should be based on retributory intention and
should aim to include the rejuvenation of
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any “damage” caused by a corporation’s op-
erational processes on its CSR success met-
rics design (Porter & Kramer, 2006). This ex-
pectation in the agriculture field is essentially
asked in the form of returning a conflicting
land to indigenous communities, employing
strict local-exclusive labor utilization, and
maintaining sporadic local-owned farms in-
stead of mega-merger farm operations. Such
expectations often need to align with the in-
terests of internal corporate stakeholders in
the investment goal (Porter & Kramer, 2006).

The process of how misalignment
happens can be seen because the existence
of stakeholder interests and the corporate’s
core value as the center of CSR metrics de-
sign framework is not the only factor of dis-
connect between strategic intent and recipi-
ent’s needs in Southeast Asian countries. As
part of a developing region, the state and
legal system play a crucial role in weaving
the output of CSR compliance. This element
is often found to be essentially fragile in the
Southeast Asian economic vicinity.

On the legislative front, the Indo-
nesian government takes the lead among
other Southeast Asian countries, legislat-
ing through Article 74 of the 2007 revised
Indonesian Company Law, stipulating that
natural resources-based firms must allocate
budget for CSR programs (Herrera, 2015).
Another example is UU no. 40 of the 2007
Limited Liability Company, in which it was
mentioned that companies are encouraged to
do SCR. However, it does not include details
on any CSR guideline as a standard. Mean-
while, in the Philippines and Malaysia, the
government is considering a proposal for the

Corporate Social Responsibility Act, which
declares that the state recognizes the private
sector’s vital role in nation-building (Her-
rera, 2015). This indicates that Southeast
Asian countries are aware of the importance
of CSR and, as a result, have regulated CSR
in some of their legislation (Herrera, 2015).
However, there needs to be a clear guideline
as to what a successful CSR would look like.

As a comparison point of departure,
more developed Asian countries with similar
demography, such as India and China, have
implemented CSR design and implementa-
tion guidelines. During the deliberations sur-
rounding the amendment of the Companies
Bill 2009, the Indian government declared
its intention to compel corporations to set
aside 2% of their net profit from the previous
three years for corporate social responsibility
endeavors and to notify shareholders of the
measures taken to fulfill this obligation (Her-
rera, 2015).

However, the poor state of CSR qual-
ity is not a result of a lack of adequate reg-
ulation but of the weak and often near ab-
sence of enforcement of national and state
laws. Indonesia needs to follow through with
implementing guidelines, rendering the law
unenforceable. Compared to more developed
countries with higher success rates of CSR
planning and implementation, governments
in more developed countries typically com-
plement the state’s regulations with a set of
voluntary guidelines for CSR, which regu-
lates a minimum amount of corporate’s aver-
age net profits on active under its CSR policy.

An example of misalignment in de-

fining successful key metrics would appear

Global South Review

27



Nabila Talitha Sani; Rakyan Sekar Kinanti Mutiara, Kevin Rendra Pratama

Stakeholders Alignment in CSR Implementation
in Southeast Asian Agro-industry

in the Unilever palm oil CSR method. Be-
fore assessing the key metrics, it is vital to
understand the intent of multi-billion con-
sumer goods corporations to pander to mul-
tiple external stakeholders’ interests. First,
as a large corporation with multiple streams
of the value chain, keeping mutual symbio-
ses with actors throughout the value chain
stream 1is crucial to sustaining the business.
Local agro-industries are one of the most sig-
nificant key areas in the production process.
Consumer goods giants, such as Unilever
and Nestle, the brands that are used by over
2.5 billion people every day (Nestle CSR re-
port, 2015), have been specifically accused of
failing to declare zero tolerance against land
grabs, even through millions of acres of land
have been unjustly seized from poor farmers
and rural communities over the last decade
(Herrera, 2015).

As part of its sustainable business
model goal, Unilever aimed to source 94%
of its core palm oil volumes, with 86% com-
ing from physically certified sources: RSPO
Mass Balance, RSPO Segregated or an equiv-
alent standard that is independently verified
by a third party (Unilever, 2023). It has also
targeted the remaining 8% to be bought from
RSPO independent smallholders with “re-
specting and promoting human rights” as
part of its core CSR value, with most of its
sustainable business model focused on ac-
countable palm oil sourcing (Unilever, 2023).

Setting an ambitious goal to eradicate
agriculture and economic reparations in de-
veloping countries, Nestle aims to have two
main outputs. First, it will increase farmers’

net income, and second, it will increase pro-

duction capacities by optimizing the utiliza-
tion of limited available land and less avail-
able time. While a specific percentage of
the increase would be country-specifically
customized, the design intention is similar.
Nestle’s contribution to rural development
mostly relates to its purchases, such as vol-
ume and value, including premiums and oth-
er market tools. Investments in productive
assets like infrastructures and capacity-build-
ing initiatives can have their impacts assessed
in terms of economic contribution to local
actors’ capabilities that would only increase
through the addition of wealth.

Hence, such metrics are expected to
yield two impacts. First, with the increase in
farmer’s net income, household consump-
tion is bound to increase, resulting in more
spending on food. Second, as production
capacities are optimized, the availability of
food stocks is maintained, creating a bottom
line for local household well-being (Nestle
CSR report, 2015).

While the design of the metric aims
to alleviate local farmers’ sustainability, lo-
cal land-owners affected by the land-opening
process of Nestle and Unilever have often de-
manded the return of their land as a form of
retribution - quite distant-related to the CSR
success metrics defined through the corpo-
rate stakeholder’s perception of recipients’
needs. This is evident in the disconnect of
needs perception in the phase of CSR design
between the needs of the stakeholders and
the recipients, which is also enabled by the
system.
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Compared to agricultural MNCs,
local agricultural firms typically use CSR
somewhat differently. It is generally set up
in “welfare assistance” formats that better fit
the standards of the surrounding community.
This is not to argue that the CSR above tar-
gets stakeholders more precisely or fairly to
balance their interests. They are carried out in
ways more normatively suited for the grass-
roots communities in such areas. This kind
of help includes food aid (cembalo), volun-
teer work in the community (bhakti social),
or gifts to organizations that meet needs, like
hospitals or foster homes. The genesis of var-
ious types of support may be traced back to
the widespread religious customs of “giving
back” in Southeast Asia, accompanied by
ethics that encourage cooperation.

The initiatives are run by PT. Asam
Jawa, a palm oil company in North Suma-
tra, and PT. Pabrik Gula Candi Baru, a sugar
plant in East Java, serves as a study case for
this kind of CSR. These two businesses im-
plemented CSR using the previously indicat-
ed methods. Both companies have historically
faced criticism for the harm their commer-
cial operations cause to the local populace.
Protests were held against PT. Asam Jawa
because of their contentious land-grabbing
practices towards the local populace while
the neighborhood around PT. Pabrik Gula
Candi Baru lodged complaints regarding
waste and pollution. Both businesses carry
out welfare assistance CSR initiatives in re-
sponse to these complaints (Harahap et al.,
2019; Wardhana & Rochmaniah, 2015). We
shall discuss their programs’ effects in more
detail in Chapter C below.

Applying the Stakeholder Theory to
this, it became evident that these CSR cases
were likely to have yet to be planned or built
with sustainable causes in mind. In actuality,
they seem more like a gift intended to broad-
en public acceptance of businesses and earn
sympathy from the community despite the
deprivation these businesses inflict. It is clear
from this that, although having an advantage
in understanding local customs and cultures,
local enterprises who engage in CSR also
have a comparable gap between the compa-
ny’s aim for its programs and the interests
of the recipients. Nevertheless, because nei-
ther company has released a publicly avail-
able sustainability report, it is impossible to
determine which sustainability framework
these companies employed or even if one
was used when designing their CSR. Even
in non-MNC situations, recipients’ needs are
frequently subordinated to commercial inter-

ests.

Inaccuracy of CSR campaign and imple-

mentation process
As previously discussed, this article

underscores a significant issue concerning
the implementation of Corporate Social
Responsibility (CSR) in Southeast Asian
nations—the divergence of expectations be-
tween corporations acting as implementers
of CSR programs and the recipients of these
programs, as had been discussed in the the-
oretical framework. To further elaborate on
the conflict between the companies and the
local communities it impacted, this paper
will dive further into the misperception relat-
ed by several multi-national companies’ CSR
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campaigns against its actual impacts on the
programs’ recipients.

In instances involving Fast-Moving
Consumer Goods (FMCGs) and their invest-
ments in the agricultural sector, a notable im-
pact is anticipated on the residents, many of
whom may belong to indigenous communi-
ties and have longstanding land rights where
FMCGs have established their factories and
production facilities. Consequently, it can be
deduced from the perspective of these recipi-
ents that the expected CSR programs should
lean towards restorative/retributive mea-
sures, fully compensating them for the losses
incurred. Such expectations from recipients
may encompass the following:

* Ensuring the safeguarding of
forests and lands crucial to local
communities, particularly within
protected areas;

» Assuring a decent standard of liv-
ing for individuals impacted by
production, especially workers;

* Ensuring protection for local
farmers who have long resided in
the area;

* Ensuring the mills they source
their supplies are ethically ac-
quired, free from forced land grab-
bings.

The four restorative measures out-
lined above align with two key Sustainable
Development Goals (SDGs): Goal 12 (En-
sure sustainable consumption and produc-
tion patterns) and Goal 15 (Protect, restore,
and promote sustainable use of terrestri-
al ecosystems, sustainably manage forests,
combat desertification, and halt and reverse

land degradation and halt biodiversity loss).
Utilizing SDG 12 as a foundation for CSR
initiatives ensures a sustainable and respon-
sible approach to production for companies
engaged in agricultural activities and their
supply chains. This approach also supports
SDG 15’s objective of promoting sustainable
land use among local populations who are
recipients of corporate CSR efforts.

Nevertheless, despite the clear artic-
ulation of these requests by most affected
locals, multi-national corporations (MNCs)
in Southeast Asia’s agribusiness sector of-
ten need help to meet these demands com-
pletely. In addressing the expectations of the
local communities, a common strategy em-
ployed by MNCs and Fast-Moving Consum-
er Goods (FMCGs) is to communicate their
CSR programs through commercially craft-
ed slogans or taglines, as well as embracing
governmental and local institutions to make
it seem that the action is genuinely retribu-
tive and sustainable. This communication
tactic aims to convey to the recipients that
the companies are trying to compensate the
communities impacted by their production
processes.

In the case of Unilever, the company
had announced its commitment to follow the
“People and Nature Policy” in their reports,
which would encompass four principles that
the company (and its donors) deems to be
valuable in the public eye, which is: (a) “Pro-
tecting natural ecosystems from deforesta-
tion and conversion,” (b) “Respecting and
promoting human rights,” (c) “Transparency
and traceability,” as well as (d) “Being a force
for good for people and planet.”
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Detailing their approach, the compa-
ny clarifies that as part of their commitment
to sustainability goals, they directly engage
with primary producers and mills, specifical-
ly farmers, to integrate them into Unilever
Oleochemical Indonesia’s supply chain at
their North Sumatran facility, wherein they
offer training and certifications to ensure
these farmers can produce palm oil sustain-
ably (Unilever, 2023). To bolster the credibil-
ity of its sustainability efforts, the company
discloses information about its palm oil sup-
pliers and collaborates with institutions like
the Tropical Forest Alliance (TFA) (Unile-
ver, 2023).

Even with Unilever’s claim to be a
global leader in sustainability, many reports
have doubted the accuracy of their campaign.
Numerous reports have surfaced regarding
their close ties with Astra Agro Lestari, the
second-largest palm oil company in Indone-
sia known for numerous human rights vio-
lations and environmentally harmful practic-
es conducted by its subsidiaries such as PT
Agro Nustra Abadi (Friends of the Earth,
2023). Astra Agro Lestari has been implicat-
ed in conflicts with indigenous communities
in West and South Sulawesi, especially con-
cerning the local’s right to land ownership
(Christina, 2023).

Similar challenges extend to multi-na-
tional corporations (MNCs) rooted in South-
east Asia, exemplified by Wilmar Interna-
tional, an agribusiness conglomerate from
Singapore that had also conducted relations
with FMCGs such as Unilever, which has
encountered comparable allegations (Am-
nesty International, 2016). Apart from accu-

sations leveled against Wilmar and its sub-
sidiaries by Amnesty International regarding
labor mistreatment, the company has faced
criticism for its failure to uphold its No-De-
forestation pledge, notably highlighted by its
withdrawal from the High Carbon Stock Ap-
proach (HCSA), a non-governmental orga-
nization dedicated to identifying forests for
conservation based on their ecological signif-
icance in 2020 (Hicks, 2020). This happens
because of the differing perspectives between
the company and the NGO about the effec-
tiveness of HCSA.

Another illustrative case highlighting
the gap between FMCG companies and their
recipients involves Nestle and the Budi Luhur
Dairy groups in East Java, Indonesia. How
this happens is throughout their partnership,
Nestle faced challenges stemming from the
farmers’ entrenched ‘“traditional” mindset
regarding milk production, which prioritizes
traditional methods that they deem to be “sa-
cred” over the quality of the end product—a
perspective at odds with Nestle’s priorities.
Consequently, this traditional mindset hin-
dered Nestle from persuading farmers to
adopt its programs, like Hijauan Makanan
Ternak, to improve milk quality. Thus, al-
though Nestle succeeded in community de-
velopment to an extent, it faced limitations
in aligning with the recipients’ preferences
(Adi & Mufidah, 2018).

The identified problems with compa-
nies, as discussed earlier, happen because of
lenient regulations and weak enforcement
of laws, especially those about CSR, as pre-
viously explained. With MNCs/FMCGs

expanding their investments and market in-
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fluence in the region, it seems inevitable that
states will need help adequately overseeing
these companies’ business activities. Conse-
quently, ensuring that the CSR programs im-
plemented by these companies truly serve as
restorative or retributive measures in propor-
tion to the harm they cause becomes prob-
lematic for regulatory bodies.

The instances involving companies
discussed here can be interpreted through the
lens of the “Stakeholder Theory” outlined
earlier. Unilever’s collaboration with Astra
Agro Lestari, as well as Wilmar Interna-
tional’s failure to comply with its No-Defor-
estation pledge, evidences the corporations’
failure to fully comply with the requirements
needed for a robust CSR implementation,
given that the companies would most likely
still prioritize measures in their operations
that would still give them the utmost benefit
irrespective of their commitments, especially
when it relates to their relations with other
local and subsidiary companies (Amnesty
International, 2016). Additionally, the case
study involving Nestle further demonstrates
the existence of divergent perceptions of
values between the company and the indi-
viduals it seeks to support, which happens
due to the inability of the company to fully
integrate its profit-maximizing objective with
the local beliefs, thereby mitigating the re-
storative ability of its CSR initiatives (Adi &
Mufidah, 2018). All of the issues mentioned
before then are also amplified due to the lack
of transparent governing systems and loop-
holes that companies could exploit in their

operations.

Aftermath of CSR metric and implementa-

tion misalignment
Before diving deep into the aftermaths

of CSR misalignment, there are 2 important
contexts needed:

a.  There is a significant lack of accessible
information regarding ideal sustainable prac-
tices and consumer literacy on brands, spe-
cifically in Southeast Asia (Herrera, 2011).
This is mainly caused by the nations’ im-
perfect democratic system, limited access to
information, and lack of education, as most
of them are still in the stage of developing
states. Hence, consumer awareness, or ethi-
cal consumer movement, either does not ex-
ist or needs to be more scalable to result in
any proper check and balance to the compa-
nies’ misaligned CSR.

b.  Under Indonesia’s leadership, ASEAN
continuously brands multi-national compa-
nies, especially FMCG and extractive indus-
tries, as spearheaders of growth. This polit-
ical and commercial branding highly places
companies as main contributors to ASEAN’s
goals, in need to be welcomed as the nation’s
“economic heroes”. Hence, this significantly
reduces the institutional incentive to inves-
tigate or criticize companies’ business and
sustainability practices. It is even harder to
check exaggerated claims, critically check
the community’s aspirations, or audit any
program misalignments.

These two contexts, though they do
not act as root causes, catalyze problems dis-
cussed below in multiple ways:

» It adds both the discrepancy and

continuity of the misalignments

in CSR programs, as all external
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parties, including the community
on the ground, consumers, and
policymakers, need to be made
aware of this or barely recognize
it as a problem. (Herrera, 2011)
* The public’s dependency on these
companies’ economic and so-
cial contributions creates friction
against many attempts of criti-
cism or demand for existing pro-
gram alteration.

The aftermath of CSR misalignment,
where the company’s interest dominates
more than the recipients’, can be categorized
into two possible scenarios:

A. Continuity and Expansion of CSR

Programs.

When a CSR project aligns well with
the company’s commercial interest, it fur-
ther incentivizes them to invest and grow the
program more. This is due to two possibili-
ties: a) the programs are projected to bene-
fit the FMCG company’s supply chain and
business process, and b) the program signifi-
cantly adds more positive branding and may
serve as a marketing campaign.

This means that CSR is now seen as
a project to fulfill compliance duty to exter-
nal stakeholders and to be integrated into the
company’s business to generate more reve-
nue. Programs like this are likely to be main-
tained by upper management and less likely
to be subject to cost-cutting. The forms of
investments companies ought to give are var-
ious, such as injecting more funding into the
program, deploying more human resources,
providing more tools and infrastructure, as

well as intense educational support.

Such investment fosters the growth,
expansion, and sustainability of the pro-
gram. Many CSR programs fail to sustain
due to a variety of reasons. For multi-na-
tional corporations, the complexity of im-
plementing the strategy in various business
functions (Oppenheim et al. in Laudal, 2011)
becomes the most relevant barrier. Empha-
sis on CSR’s alignment with the company’s
commercial interest mitigates this barrier, as
such programs are designed to be viable for
integration into their business functions.

A perfect example of this is Nestle’s
Nescafe Plan 2030, which aims to empower
local coffee farmers in Thailand, Indonesia,
and the Philippines and assist them in tran-
sitioning into regenerative agriculture (Nes-
tle, 2022). The produced coffee beans are to
be supplied to Nestle as the main source for
their instant coffee brand Nescafe. This ful-
fills Nestle’s environmental goal of sourcing
50% of their coffee beans from regenerative
agriculture by 2030 (Nestle, 2022). Not only
does this give added value to Nestle’s supply
chain, but it also serves as a strategy to brand
their products as “locally sourced” or “re-
sponsibly sourced”.

However, successful cases of mis-
alignment like this can only happen in spe-
cific situations where, despite misalignment
with the recipients’ needs and demands, the
programs successfully result in socio-eco-
nomic benefits that exceed the amount that
recipients would otherwise receive without
the company’s CSR. Such possible situations
can be:
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* The supposedly misaligned CSR
programs discover new, highly
valuable natural resources or capi-
tal that the recipients would other-
wise be able to capitalize on with
the presence of companies.

* The company’s CSR programs
helped provide facilities with ob-
jective benefits for the surround-
ing communities. Such facilities
may have yet to be previously de-
manded, but through continuous
demonstration and socialization,
they helped solve the social or
health issues of the recipients.

B. Failures to Meet Sustainability Goals

Despite some positive success cases,
CSR misalignments should result in more
potential harms that may jeopardize the
programs’ long-term commitments and sus-
tainability. This is because such success can
only happen if companies manage to main-
tain positive trust from the communities de-
spite their unresolved demand of retribution
and significantly deliver their programs’ so-
cio-economic promises at the same time. In
cases where companies’ business activities
cause significant damages, like displacement
of civilians, land revocation, and environ-
mental hazards, such outcomes are unlikely
to be achieved.

First and foremost, the misalignment
of CSR programs with recipients’ needs is
often driven by reducing pressure from social
conflicts, especially regarding agricultural
lands (Harahap et al., 2019). The said social

conflicts are rooted in society’s resentment

over activities such as hostile land revocation
and forceful relocation of local communi-
ties, resulting in thousands of people losing
their livelihoods. This is especially true for
FMCG companies, whose suppliers need to
free hectares of land, often sweeping away
locals, to build factories or plantations for
their raw materials production. Social con-
flicts typically arise due to the loss of land
ownership and the loss of jobs experienced
by local farmers and casual laborers.

*  One of the primary examples of
such cases can be seen in the work
of Harahap et al. (2019), which
examines the failure of PT Asam
Jawa’s CSR implementation. PT.
Asam Jawa, a palm oil company
based in North Sumatra, forceful-
ly seized more than 4000 hectares
of land from the locals in 1981.
This resulted in intense sentiment
from the local community, es-
calating into failed negotiations
and even violent altercations until
2019. PT. Asam Jawa responded
to this by implementing CSR pro-
grams focusing on health, educa-
tion, the development of public
facilities, and religious harmony
(Harahap et al., 2019).

The program eventually failed to “res-
cue” PT. Asam Jawa from social conflicts it
has caused from land seizing. This is because
a) there is still a significant amount of peo-
ple in the area that actively unionize, demon-
strate, and consistently fight for their lands
back, b) people who are part of such groups
are instead excluded as the CSR beneficia-
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ries, leading to more sentiment and violence
(Harahap et al., 2019).

Such misalignment can lead to vari-
ous negative consequences for CSR contin-
uation:

* Decrease in Participation
As dissatisfaction grows, the level of active
participation from the community may de-
crease over time. This reduced engagement
hampers the effectiveness of the CSR initia-
tives, as the intended beneficiaries become
less involved in the activities, diminishing the
potential positive impact.

*  Unsuccessful Outcomes
The culmination of these issues contributes
to overall program failure. If the recipients
are dissatisfied and unengaged, and there is
a lack of cooperation, the intended social,
economic, and environmental impacts envi-
sioned by CSR initiatives will likely remain
unrealized.

* Risk of Discontinuation
The ongoing dissatisfaction and diminished
participation increase the risk of the CSR
program being discontinued. Companies
may decide to halt initiatives that are not
yielding the anticipated benefits or are caus-
ing reputational damage (Laudal, 2011).
This discontinuation reflects the company’s
failure to fulfill its CSR mandates and high-
lights a lack of adaptability and responsive-
ness to community needs.

In essence, the success of CSR pro-
grams hinges on sustained community en-
gagement, responsiveness to local needs, and
a genuine commitment to creating positive
impacts. Failures in these aspects jeopardize
the intended benefits for the community and

tarnish the company’s reputation and ability
to meet its social obligations effectively.

In the short term, the consequences
may not be significant to the companies, as
discontinuing the CSR program is only seen
as a cost-cutting measure, and failed CSR
may lead to temporary reputation tarnish.
In the longer term, misguided sustainabili-
ty techniques predominate and the cycle of
discontent and animosity toward business-
es persists. Not only do the participants of
CSR programs not receive the benefits they
were promised, but the extractive nature of
agricultural FMCG businesses continues to
crush the communities’ hope of proper live-
lihood as the resources they took from them

are never returned.

Conclusion

FMCG companies widening their ex-
traction of the value chain in the Southeast
Asian agro-industry landscape has made it
increasingly important to assess their CSR
and their attempt at retribution to the mar-
ginalized farmers and local communities im-
pacted by their business processes. However,
according to the stakeholder theory, the CSR
design, implementation, and result process
have yet to be aligned with the recipient’s
expectation due to the existing disconnect in
the perception of needs.

In the success metric design process,
the existing disconnect between the recipi-
ent’s perceived needs and the recipient’s ac-
tual needs by the corporate stakeholder in
formulating CSR success metrics has result-
ed in misaligned program creation for the
recipient. Recipients of the CSR program,
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often marginalized farmers, generate their
expectation of CSR as a form of corporate
retribution. Meanwhile, corporate internal
stakeholders perceive their obligation as im-
portant as long as it aligns with their core val-
ues. The lack of a system governing guide-
lines of CSR minimum investment amount
and its guidelines in the Southeast Asian
economic landscape has enabled corporate
stakeholders to prevail over the misalign-
ment of the CSR program.

In the implementation process, the
differing expectations between the recipients
of CSR and the companies that implement
them actively create misaligned programs
that cannot be perceived as retributive/re-
storative towards the recipients. To bypass
public scrutiny, the companies would usual-
ly utilize slogans and programs that point to
sustainability and embrace local stakehold-
ers to make it seem like they are creating in-
clusive and aligned programs, when the pro-
grams may need to be more effective. This
practice is only allowed to be fostered due to
the region’s weak enforcement of CSR laws
by regulatory bodies.

As a result, the lack of accessible in-
formation and limited consumer literacy in
Southeast Asia, coupled with political and
commercial branding by ASEAN, creates a
conducive environment for CSR misalign-
ments. While some misaligned programs
may appear successful in the short term, they
often fail in the long run due to societal re-
sentment, inadequate planning, and a lack of
synergy with recipients’ needs. Sustainable
CSR demands genuine consideration of lo-

cal contexts and active community engage-

ment to ensure lasting positive impacts.
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