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CHAPTER 1 

INTRODUCTION 
 

 

1.1. BACKGROUND AND MOTIVATION 

The concept of sustainability is one of the most prominent global political 

agendas, and has been disseminated around the world, most recently with the 

‘Sustainable Development Goals’ 1 . The concept stems from the ‘sustainable 

development’ definition in the 1987 report ‘Our Common Future’: ‘’Development that 

meets the needs of the present without compromising the ability of future generations 

to meet their own needs’’ (WCED, 1987). Globalisation as a political phenomenon 

plays a significant role in dissemination of the sustainability agenda, with the playing 

field of politics extended from a closed national loop into one that includes an 

international dimension (Cerny, 1997). It leads to a world in which various global 

agendas -including sustainability- and national political and economic institutions2 are 

becoming homogenised across countries (Campbell, 2004), resulting in ‘policy 

convergence’3. However, responses to the pressures of globalisation do not always lead 

to homogenisation, since sovereign national institutions mediate the degree to which 

global pressures affect decision-making by states and private actors; and so mitigate 

against convergence (Campbell, 2004, p. 129; Garrett & Lange, 1995). Research on 

globalisation, particularly the global sustainability agenda and its influence on domestic 

institutional change, is needed because the significance of national institutions as 

determinants of political economic performance appears to be declining as they are 

                                                                 
1 http://www.un.org/sustainabledevelopment/sustainable-development-goals/ 
2 Institutions are defined as the ‘rules of the game’, or constraints humans devise to shape their 

interactions and organizations (a players of the game), which are created to take advantage of the 

opportunities presented by institutions in shaping the development of economies (North, 1990). 
3 A phenomenon where there is a tendency of policies to grow more alike with increasing similarity in 

structures, processes, and performances (Kerr, 1983). 
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undermined by globalisation (Campbell, 2004). The policy processes in which 

knowledge inputs were managed and filtered through endogenous domestic spheres 

and internal bureaucratic actors have largely been dispersed. In a globalised world the 

sources of policy knowledge are derived from extra-territorial specialist communities 

or networks of advocacy groups and reflect the exogenous sources (Jarvis, 2017).  

This dissertation is a response to the need to fill knowledge gaps in 

understanding the extent of influence of the global sustainability agenda and the role of 

tangled actors on the formulation and implementation of domestic policy. The 

motivation for this dissertation includes the following five aspects. 

 Firstly, this dissertation is responding to emergence of the sustainability 

agenda as an institutional arrangement that was first disseminated over 30 years ago 

through various global economic, social and political processes. National boundaries 

have become more porous, and as the complexity of the policy environment has 

increased, actors have become increasingly interdependent as more complex 

institutional structures have formed around a global agenda. Transnational actors try to 

influence domestic policy outcomes, and ‘sustainable development’ has become a 

buzzword to justify their actions; for example, those campaigning for global equality 

between nations, huge international corporations and local associations (Redclift, 

2005). The global arena is becoming a site of contestation of power between multilevel 

actors, and power is embodied in the global agenda brought by these actors to 

influence policy makers.  

Secondly, the complexity of globalisation involves a broad institutional 

framework. The global sustainability agenda explores the complex interaction between 

new institutional forms and existing institutional arrangements, and how this 

interaction creates a range of ‘’new’’ structures and processes (Dacin, Goodstein, & 

Scott, 2002). Time and sequence of events in the formulation and implementation of 

institutional arrangements matters in how policies develop and are implemented. The 

global sustainability agenda may influence stability and change in the development of 

national institutions over time. Understanding the historical development of 

institutions and problems, and the way they have been derived, helps to shed light on 
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why certain policy outcomes occur, or why changes were made (Immergut, 2006; 

Pierson, 2000b; Thelen & Steinmo, 1992). Therefore, this thesis responds by exploring 

the various global institutional arrangements around the sustainability agenda, and how 

they have influenced domestic institutional arrangements over time. 

Thirdly, a wide range of initiatives to facilitate global sustainability have arisen 

and are often introduced by private actors as a contribution to solutions for 

unsustainable resource use. As a result, national state capacity to control domestic 

policy processes has been argued to decline and be replaced by global private actors, 

giving rise to the metaphor the ‘hollowed-out state’. In contrast, other scholars have 

argued that the state’s power to govern their domestic arena is not in decline, instead, 

the state has regained their power and has enhanced their capacity.  

Fourthly, globalisation and the sustainability agenda are perceived differently 

by different actors. Since the concept was initiated, different discourses of ‘sustainable 

development’ have emerged. It has been argued that the relationship between these 

different perspectives is unclear, and whether or not they are complementary or 

mutually exclusive (Redclift, 2005). The different discourses related to the sustainability 

agenda have influenced the nature of the policy making sphere. Understanding the 

discourses and how they relate across different actors is important as it enables us to 

understand distinct perspectives and their position within the policy process. It also 

reveals how actor’s power is positioned in the discursive context and enables 

conception of the way of actors communicate, thereby facilitating better policy 

implementation and outcomes (Rydin & Ockwell, 2010). This understanding is needed 

in order to assess whether or not globalisation of the sources of policy knowledge 

within the sustainability agenda has influenced domestic institutional arrangements. 

Fifthly, empirical evidence from developed and developing countries across a 

range of sectors is necessary for understanding how each country’s policies are 

responding to the sustainability agenda. The characteristics of each country are 

different and not all countries respond in the same way to external pressures. This 

provides a motivation to conduct an in-depth empirical study of a specific sector in a 

single developing country responding to the sustainability agenda. 
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Palm oil as a commodity in the agriculture sector in Indonesia is used as a case 

study in this thesis to understand the linkage between the global sustainability agenda 

as part of globalisation and its influence on domestic policies. The Indonesian palm oil 

sector was selected for four reasons. First, this commodity is an important raw 

material in the global market for a myriad of industries, for example food, cosmetics 

and more recently for biofuels. Moreover, palm oil and its products contribute 

significantly to Indonesian export earnings with a value of about US $20 billion (about 

10% of total export earnings), the second largest after oil and gas. The palm oil 

industry has created about 4 million employment opportunities, for farmers, plantation 

and industry workers. The palm oil industry supports regional development and 

poverty alleviation, especially in rural areas of outside of Java (Hasan, 2012). Second, 

Indonesia is currently the major global palm oil producer, and so inevitably has to cope 

with globalisation phenomena such as international market demand, international rules 

and discourses, and also the diverse interests of consumers or other transnational 

actors. Third, despite its positive contribution to Indonesian economic growth, the 

palm oil sector is associated with many negative sustainability issues including 

environmental issues such as deforestation (Austin, Schwantes, Gu, & Kasibhatla, 

2019; Vijay, Pimm, Jenkins, & Smith, 2016), and in some areas the significant 

secondary impacts from deforestation including water pollution, soil erosion and air 

pollution (Obidzinski, Andriani, Komarudin, & Andrianto, 2012); being a barrier to 

species migration, habitat fragmentation and biodiversity loss (Fitzherbert et al., 2008; 

Ganser, Denmead, Clough, Buchori, & Tscharntke, 2017). Social issues have also 

emerged, such as conflict over the land, rights of local people (Teoh, 2010), unevenly 

distributed economic benefit among the stakeholder groups (including employees and 

growers) (Obidzinski et al., 2012), and vulnerability of oil palm smallholders to 

poverty, even though they are involved in the contract farming system (Cahyadi & 

Waibel, 2016). Fourth, the public debate around these sustainability issues has 

encouraged businesses and non-governmental organisations to create institutional 

arrangements for sustainable palm oil plantation and production in Indonesia. 

Sustainability certification systems promoting a sustainable palm oil sector have 

emerged as efforts for collectively solving problems (McInnes, 2017; Pirard, Rivoalen, 

Lawry, Pacheco, & Zrust, 2017; Yaap & Paoli, 2014). The Indonesian government has 
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taken the initiative to encourage more sustainable palm oil production by publishing 

the Indonesian Sustainable Palm Oil (ISPO) policy, a mandatory certification for the 

Indonesian palm oil companies. This thesis aims to contribute to the understanding of 

the linkage between global sustainability initiatives and domestic institutional change in 

the Indonesian palm oil sector, particularly with respect to the newly published 

Indonesian Sustainable Palm Oil (ISPO) policy.  

1.2. PURPOSE, SIGNIFICANCE AND SCOPE  

This dissertation aims to examine the influence of the sustainability agenda as 

a form of globalisation, and its role in the formulation of national policy, specifically 

through the sway of international institutions and actors. The empirical investigation 

seeks to determine if globalisation is influencing the domestic policy making process 

through the power of international actors as manifested in international institutions 

that brought the sustainability agenda; or whether there are other factors that play 

important roles in determining the structure and actions of sustainability institutions in 

the Indonesian palm oil sector.  

This study will provide information on the extent of globalisation of the 

sustainability agenda in domestic policy making. This dissertation also undertakes an 

analysis on the relative roles of stakeholders and decision makers in this sector that can 

be used to inform better implementation of the sustainability agenda. 

1.2.1. SCOPE OF THE STUDY 

This dissertation analyses the influence of the global sustainability agenda on 

national institutions for palm oil in Indonesia. It focuses particularly on the institutions 

for sustainable palm oil, which covers the social, environmental and economic 

dimensions of this commodity. Globalisation is an important aspect in this study, as 

the sustainability agenda is closely linked with the globalisation process. Globalisation 

is a broad and elusive concept, and there are many academic debates around it. For the 

purposes of this study globalisation is defined as: the policy influence determined by 

transnational actors and various international institutional arrangements as sources of 

change that are directly and indirectly related to the initiation of Indonesian sustainable 
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palm oil institutions for this commodity. The term ‘transnational actors’ refers to non-

state actors who regularly engage in interactions across national boundaries and do not 

operate on behalf of a national government or intergovernmental organization. 

International institutions are those institutional arrangements related to the 

sustainability agenda. Broadly defined, they are the relatively enduring and connected 

sets of rules and norms that define and prescribe standards of behaviour, and structure 

patterns of activity among states, or that cross or transcend borders (Bernstein & 

Cashore, 2000). Although this dissertation mostly focuses on the influence of global 

actors and institutions, domestic actors and institutions cannot be omitted. Therefore, 

this study also includes an analysis of national and local actors and institutions to see 

how the elements from two spheres (global and domestic) interact with each other. 

Moreover, although institutions are defined as formal rules, informal rules and their 

enforcement characteristics 4  (North, 1993b), this dissertation, notwithstanding the 

importance of other factors, is mostly about formal rules. 

Given its geographical focus, the conclusions from this thesis will be valid 

mainly in the context of the Indonesian palm oil sector. However, the study also 

contributes to the growing body of literature and theory on how globalisation, 

particularly the sustainability agenda, influences domestic politics in practice. 

1.2.2. RESEARCH QUESTIONS  

This thesis gathers and explores empirical evidence from the Indonesian palm 

oil sector and analyses how globalisation influences domestic policies and institutions. 

Figure 1.1 presents the research framework. The overarching research question 

investigated in this thesis is located in the context of the global sustainability agenda as 

an institutional arrangement in the global sphere, and how it influences the actors and 

institutional creation of this agenda in the domestic sphere. This agenda has spread 

through the globalisation phenomena with various actors involved (illustrated as actor 

A and B in Figure 1.1). Globalisation influences nation-states to either adopt globally 

                                                                 
4 North in his Nobel Prize lecture explained that ‘’Institutions are made up of formal constraints 

(rules, laws, constitutions), informal constraints (norms of behaviour, conventions, and self-imposed 

codes of conduct), and their enforcement characteristics’’ (North, 1993b). 
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homogenised institutions in domestic politics, or to develop domestic institutions that 

diverge from the global agenda. Powerful actors in the global sphere might put 

pressure on actors in the domestic sphere (illustrated as actor C and D in Figure 1.1), 

and may be in the form of policy makers, corporations or civil society. However, the 

process of change in domestic institutions in the sustainability agenda could also be a 

result of interactions between institutions and power within the domestic sphere itself. 

Institutions constrain actors and their behaviours and shape the policy making process 

over time. Actor’s shared perceptions and discourses are important keys to understand 

what lies behind the arrangement of institutions for the sustainability agenda. 

Figure 1.1. Research framework diagram 
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This dissertation seeks to answer the following overarching question: 

How, and to what extent, does the global sustainability agenda and the actors involved, influence 

domestic policy change? 

To help answer the main research question by using the Indonesian palm oil 

sector as the empirical component, three specific research questions were formulated: 

1. How is power between international, national and local actors exercised and 

how does it influence policy making in the Indonesian palm oil sector? 

2. How do international institutional arrangements influence stability and 

change in the development of national institutions for sustainability in the 

Indonesian palm oil sector over time? 

3. Does the rise of transnational governance ‘hollow-out’ the state? What 

discourses have emerged related to the Indonesian palm oil sector’s global and 

national sustainability agenda? 

These research questions are addressed in each of the three research chapters: 

Chapters 4, 5 and 6 as will be briefly described in the following section on structure of 

the thesis. A diagrammatic representation of the relationship between the research 

questions is presented in Figure 1.2. 
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Figure 1.2. Relationship between the research questions  

 

1.3. STRUCTURE OF THE THESIS 

This dissertation is structured as follows: 

Chapter 1 introduces the dissertation and begins with a section about the 

motivation behind the dissertation and the need for current research on the global 

sustainability agenda and its influence on national institutions. The Indonesian palm oil 

sector is used for the empirical component. This chapter explains the scope of the 

study and presents the research problem and research questions. It also briefly 

indicates how the questions will be answered in the respective chapters of the 

dissertation. 

Chapter 2 presents a literature review on different topics covered by the 

research including literature on institutions and institutional theory, which is used as 

the underpinning framework for this study; sustainability as a function of global 

institutional arrangement; and palm oil in Indonesia from a globalisation and 

sustainability perspective. This chapter also reviews work that has already been done 
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on the dissertation topic, both theoretical and practical. The first section of this 

chapter reviews literature on institutional theory, specifically ‘new institutional’ theory. 

This is followed by elaboration of a theory of institutional change in the context of the 

new institutionalism school of thought. The next section describes the elaboration of 

sustainability and sustainable development as a core concept of this study, followed by 

globalisation and internalization, its definition and characteristics, and the process of 

how it influences the nation state. The following section discusses how domestic actors 

respond to the globalisation phenomenon, and how globalisation influences 

sovereignty of the nation-state and how the concept of extraterritoriality is adding 

insight into this. The palm oil sector in a globalisation and sustainability perspective is 

described in a following section. Finally, the gaps in knowledge and specific research 

questions to be addressed are formulated in the context of Indonesia, specifically in the 

palm oil sector.  

Chapter 3 presents a general overview of the methodological approach 

adopted to address the research questions and the gaps in knowledge identified in the 

first and second chapters. A combination of quantitative and qualitative research 

methods was employed to answer the research questions. Each empirical chapter 

(Chapters 4, 5, and 6) provides specific sections on the methodology used to answer 

each research questions. Chapter 3 explains how they relate to each other and allow the 

development of a coherent body of research.  

Chapter 4 investigates power relations between multilevel actors and how this 

power relation influences domestic politics. This chapter provides insight on how the 

power of actors at international, national and local levels is exercised to arrange the 

institutions for sustainability in the Indonesian palm oil sector. Theories of power 

provide a framework for this study, as the exercise of power and its distribution 

determine the political process. Stakeholder analysis is used in this study to identify 

hierarchies of power and leadership, knowledge level, and stakeholder position to the 

policy. This chapter develops an influence map to analyse stakeholder positions in the 

networks. The case study shows how stakeholders from local, national and 

international levels are linked through various connections and have influenced policy 
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makers in the Indonesian palm oil sector using the different weight of powers they 

possess. The analysis demonstrates that politics and decision making in this sector is 

located mostly in the framework of the national government; and that the stakeholders 

in the local sector are revealed as having weak interconnections and resources, and 

therefore less power to influence the policy makers. In the global network, the power 

of national governments is restrained as power in this arena was scattered. The study 

concludes that sustainability politics in the international arena has swayed the national 

policy network and influenced the domestic policy making process. Moreover, this 

chapter emphasises the need to empower the local stakeholders to boost effective 

implementation of sustainability institutions.  

Chapter 5 uses the lens of historical institutionalism to investigate the 

influence of international institutions on state-institutions in the Indonesian palm oil 

sector over time. The analysis is focused on the dynamics in institutions governing the 

Indonesian palm oil sector that lead towards a vision of sustainability. The chapter 

investigates institutional stability and change, and explores whether the changes that 

occurred were driven exogenously or endogenously. The study reveals national-

international historical institutional development in the Indonesian palm oil sector, 

which is divided into four critical periods: the nucleus-plasma smallholder’s estate 

scheme as an antecedent to social sustainability and the rise of environmental 

awareness (1957-1986); the increasing expansion area of palm oil and the continuous 

echo of international calls for sustainability (1986-2004); attempts to institutionalise 

sustainable palm oil (2004-2011); and the establishment of the Indonesian Sustainable 

Palm Oil (ISPO) policy (2011-now). The chapter concludes that besides being affected 

by exogenous sources of change, such as large-scale processes including global 

economic trends or interaction with other global institutions, this chapter reveals that 

the observed changes occurred not only due to exogenous factors, but were also 

affected by endogenous ones coming from the national institutions themselves, and 

thus whether alone or together with the triggering factors from exogenous factors, 

transformed the institutions gradually and incrementally. This study revealed that path 

dependency had generated continuity and stability of the development of sustainability 

institutions in this sector. 
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Chapter 6 examines discourses of stakeholders in the Indonesian palm oil 

sector and explores the main factors that triggered the government into initiating the 

ISPO and asks whether the rise of transnational governance ‘hollows-out’ the state or 

not. This chapter also investigates shared ideas that could be used to help shape 

sustainable governance in the palm oil sector. This chapter describes the conceptual 

framework on how the shift from government to governance has triggered the 

metaphor ‘hollowed-out state’ and describes the dynamic governance interaction. This 

study uses Q methodology as a tool to help answer the research questions. Q 

methodology is used as it combines qualitative and quantitative data in an objective 

analysis of discourses, thereby giving a robust result to the study. From the study, five 

discourses around the ISPO policy were revealed. Two discourses cover issues 

encompassing state sovereignty as the main triggering factor for ISPO initiation and 

the need to strengthen the local sector. The other three discourses included: scepticism 

on the ISPO; financial aspects; environmental conservation debates; and challenges 

and suggestions for the ISPO implementation. The study concludes that in the 

Indonesian palm oil sector, the ‘hollow-state’ and decline of state power has not 

occurred. Instead, the government is enhancing its institutional capacity through the 

ISPO. However, to better shape the governance of sustainability in this sector, the 

government needs to focus on aspects of policy implementation particularly protection 

of areas of high conservation value and enhanced benefits for businesses from 

certification. 

Chapter 7 is the concluding chapter and integrates the main findings from the 

empirical research chapters (Chapters 4, 5, 6) in the light of the current state of 

knowledge (Chapter 2) to answer the main research question in this study on ‘how and 

to what extent global sustainability agenda and the actors involved influence domestic 

policy change’. This chapter reflects on the findings of the analysis. The final section of 

this chapter elaborates on the implications of the study, its limitations, and suggests 

areas for future research. 
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CHAPTER 2  

LITERATURE REVIEW AND GAPS IN KNOWLEDGE 
 

 

2.1. INTRODUCTION  

 This chapter presents the conceptual underpinning of the dissertation. 

Institutional theory is used as the main theoretical lens to investigate how, and to what 

extent, the global sustainability agenda functions as an institutional arrangement 

influencing domestic policy change. As background to the theoretical underpinning, 

literature related to globalisation and domestic policy changes are reviewed. This 

chapter starts with the definition of institutions and institutional change in Section 2.2. 

This section discusses three approaches of institutionalism used to study institutional 

change: rational choice institutionalism (Section 2.2.1); sociological institutionalism 

(Section 2.2.2); and historical institutionalism (Section 2.2.3). Some scholars have 

combined these approaches and others have suggested other variations, and these are 

discussed in Section 2.2.4. A description of the global sustainability agenda as an 

institutional arrangement is provided in Section 2.3. Section 2.4 presents the link 

between global and domestic institutional change, including mechanisms and factors 

influencing them. The mechanisms and factors are comprised of: the interaction of 

actors; interdependence of institutions; and roles of ideas and discourses. Literature on 

the responses of domestic actors to various global agenda are discussed in the 

subsequent section. It follows from the description about the concept of 

extraterritoriality and norms of sovereignty, that these concepts are linked to the 

globalisation phenomena. Section 2.5 presents an elaboration of the Indonesian palm 

oil sector from a sustainability perspective. The final part of this chapter presents gaps 

in knowledge, which are then used to generate the research questions of this 

dissertation. 
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2.2. INSTITUTIONS AND INSTITUTIONAL CHANGE  

This dissertation uses the lenses of institutions and institutional change theory 

as conceptual frameworks for analysing the case study of palm oil in Indonesia. The 

topic is complex and contested. Scholars from different disciplines have defined 

institutions using multiple interpretations and meanings (Iyer, 2015; March & Olsen, 

2006; Scott, 2008). The common assumptions of all disciplines about institutions are 

the claims that ‘institutions matter’ (North, 1993b) and that understanding institutions 

and institutional change are a core agenda for the social sciences. For clarity, this 

dissertation, uses the definition of institutions adopted by New Institutional 

Economics (NIE) scholars as the basis for understanding globalisation phenomena 

and domestic policy change. The definition is presented below: 

‘’Institutions are the rules of the game in society, or more formally, are 

the humanly devised constraints that shape human interaction….Are 

institutions formal or informal? They can be either.’’ 

(North, 1990, pp. 3–4) 

Institutions, differ from organisations: 

‘’Conceptually, what must be clearly differentiated are the rules from the 

players.’’ (North, 1990, p. 4) 

 Organisations are the group of individuals bound by some common purposes to 

attain particular objectives. Organisations include political bodies, social bodies, and 

educational bodies. The institutional framework fundamentally influences both how 

organisations come into existence and how the organisations evolve (North, 1990). 

Individual actors and entrepreneurs of organisations make decisions and choices on 

daily basis, which then results in incremental and pervasive economic changes. Some 

of them can change the existing `contracts`; and also re-contract from the existing 

forms of property rights and political rules (North, 1993a). The modifications occur 

because the organisations believe they could gain additional benefits by restructuring 

exchanges, whether those benefits are economic or political (North, 1993a).  
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 Institutions consist of formal rules, informal rules and the enforcement of those 

rules, and so the analysis of institutional changes is also applied to these elements. 

Changes in formal rules may come as a result of legislative changes such as the passage 

of a new statute; of judicial changes arising from court decisions that alter common 

law; of regulatory rule changes enacted by regulatory agencies; and of constitutional 

rule changes that alter the rules by which other rules are made (North, 1990). Changes 

in informal rules such as norms, conventions, or personal standards of honesty have 

similar origins of change as changes in formal rules; but they occur gradually and 

sometimes quite subconsciously as individuals create alternative patterns of behaviour 

consistent with their newly perceived evaluations of costs and benefits (North, 1993a). 

 North (1995) presented five propositions about institutional change. Firstly, he 

emphasised that competition resulting from scarcity of various goods and services is 

the cause of institutional change, and institutions continuously interact with 

organisations in this situation. Secondly, North discusses cognitive aspects of 

institutions that are continuously being developed by organisations as a result of 

competition. Skills and knowledge are upgraded in order for the organisation to 

survive, and these elements influence perceptions and choices of the organisations, 

which will then alter institutions gradually. The third point is how the institutional 

framework provides the incentives that drive an organisation’ choices and perceptions 

to gain maximum benefits. Fourthly, North emphasised that perceptions are derived 

from the ‘mental constructs’ of the players, and the last proposition is about the 

incremental and path dependent institutional changes that result from 

complementarities and network externalities of an institutional matrix (North, 1995). 

Following the focus of North and other New Institutional Economics scholars on 

institution and institutional change (Iyer, 2015; Ostrom, 1990; Williamson, 1991), over 

the last two decades other institutionalists have developed various insights to 

understand institutional dynamics, particularly on the subject of change (Dacin et al., 

2002; Deeg, 2001; Greif & Laitin, 2004; Hall & Thelen, 2009; Koning, 2016; Mahoney 

& Thelen, 2010b; Sjöstrand, 1993; Streeck & Thelen, 2005; Thelen & Conran, 2016). 
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As initially suggested by North (1995), other scholars have emphasised that it 

is important to uncover sources of the reproduction and feedback mechanisms on 

which particular institutions are situated in order to understand the institutional 

dynamics (Lindner, 2003; Thelen, 1999). The path dependence concept provides an 

initial lens to understand institutional stability (North, 1990; Pierson, 2000a; Thelen, 

1999). The theory of path dependence implies that once institutions emerge and are 

institutionalised by actors, they are constrained by those institutions. In consequence, 

political institutions tend to become stable over time and actors are hampered in 

initiating institutional change.  

There are different approaches to the study of institutional change and 

stability over time. The new institutionalists in political science have at least three 

different analytical approaches, namely: historical institutionalism, rational choice 

institutionalism, and sociological institutionalism. It is important to understand the 

characteristics, strengths and weaknesses of each school; and how each approach can 

lead to a better understanding of institutional stability and change. Each approach is 

described below.  

2.2.1. RATIONAL CHOICE INSTITUTIONALISM (RCI) 

Rational choice institutionalists (RCI) consider institutions as important 

because they frame an individual’s strategic behaviour. RCI scholars adopt an approach 

that focuses on aspects of human behaviour based on strategic calculation. The 

assumption is that individuals tend to maximise their goal accomplishment, and in 

doing so, behave strategically and opt for those possibilities that obtain maximum 

benefit.  

There are two strands of thinking about institutions in the RCI perspective. If 

we assume that institutions are the rules of the game, the first strand takes institutions 

as an exogenous script that plays a role in constraining players. Institutions affect 

behaviour primarily by providing actors with degrees of certainty about the present and 

future behaviour of others (Hall & Taylor, 1996). The second strand treats institutions 

not as given exogenously; instead they are provided by the players themselves as the 

ways of determining how actors want to play. The first strand of RCI argues that 
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institutions constrain behaviour using expectations from different actors in many 

political circumstances. The second strand treats institutions as an equilibrium where 

expectations about the behaviour of others is clear and is applied with certainty to 

specific situations. Therefore, when a decisive player wants to play according to 

different rules instead of existing rules that were initially agreed by others in the same 

circumstance, then the rules are not in equilibrium and the ‘institution’ is fragile 

(Shepsle, 2006). 

Rational choice institutionalists are however aware of the limitations of this 

approach. For instance, rational actors are constrained by cognitive limitations of 

knowledge about each other, as explained by the bounded rationality concept of Herbert 

Simon and Sidney Siegel (Simon, 1991). Further limitations are provided by transaction-

cost economics, which emphasise that there is a cost in searching for transaction partners, 

drafting agreements, and policing and enforcing compliance, etc. (Coase, 2011; 

Williamson, 1998). As there is nothing automatic and free of transaction costs, 

institutions play a role in determining these costs and hence the economic viability of 

choices. A further constraint is explained by analytical narratives, which approaches a 

case study analysis by studying its institutional development in a historical context. 

This overlaps with the historical institutionalism approach (see Section 2.2.3), but 

differs as it places the analysis in a model of spatial representation, a game form and an 

optimisation set up (Shepsle, 2006). 

From a rationalist perspective, durability of an institution rests substantially 

on how well it serves the interests of the relevant actors. When institution fails to serve 

those interests well, it becomes fragile and susceptible to defection from its rules. The 

rational choice institutionalism approach suggests that institution stability embodying 

the concept of the Nash Equilibrium5 in economic game theory (Hall & Taylor, 1996; 

Shepsle, 2006). Institutions are seen as stable and powerful when they can contribute 

to resolve collective action dilemmas or making greater gains from exchange possible 

(Hall & Taylor, 1996). 

                                                                 
5 A Nash Equilibrium is a set of strategies, one for each player, with the property that no player can 

improve her or his position by changing to some other strategy (assuming other players stick to their 

initial strategies) (Shepsle, 2006). 
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2.2.2. SOCIOLOGICAL INSTITUTIONALISM (SI) 

Sociological institutionalism treats human beings as fundamental social beings 

and institutions are important to frame the way in which people see their world. The 

important institutions or rules in a sociological institutionalist perspective are social 

norms that govern everyday life and social interactions.  

The sociological institutionalists tend to see individuals as ‘satisfier’, rather 

than utility maximizers, as developed by the RCI approach. The institution in this 

approach plays a role in providing cognitive frameworks for interpretation and action. 

Institutions that are composed of symbols, routines, scripts act as filters for 

interpretation. Institution also affect identities as well as the preferences of actors (Hall 

& Taylor, 1996). 

The sociological institutionalism approach has, however, different views for 

understanding the institutional persistence. Institutions are perceived as stable and 

difficult to change because parts are very conventional with elements from which 

collective action is constructed, therefore cannot easily be re-designed by the actions of 

any actors (Hall & Taylor, 1996; Scott, 2008). 

2.2.3. HISTORICAL INSTITUTIONALISM (HI) 

The third school of thought is historical institutionalism. Historical 

institutionalists do not consider humans as simple rule followers, or solely strategic 

actors whose rules maximize their interests. Instead, they believe that any significant 

political outcome is best understood as a product of both rule following and interest 

maximizing in the past. In order to understand the actions of all of political players, it 

is necessary to go back to the historical record of institutional development to uncover 

the original, distinct culture and problems in which it arose (Thelen, 1999). 

Historical institutionalists define institutions as an attempt to illuminate how 

political struggles, and the institutions themselves, includes both formal and informal 

rules (routines, norms, and conventions) and procedures that structure the 

relationships between individuals in various units of the polity and economy (Hall & 

Taylor, 1996; Thelen & Steinmo, 1992).  
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Five distinct features of this approach are described by Hall and Taylor (1996; 

p.7): (i) Historical institutionalism (HI) tends to perceive the relationship between 

institutions and organisations or individual behaviour in a relatively macro-context; (ii) 

HI tends to emphasise the asymmetries of power in conjunction with the development 

of institutions; (iii) HI assumes that institutions give some groups or interests 

inordinate access to decision-making process; (iv) HI emphasises path dependence and 

is a good way to explain how institutions produce such paths and (v) HI scholars 

attempt to integrate institutional analysis with inputs from other factors such as ideas 

which will influence political outcomes. HI is eclectic as they use calculus and cultural 

approaches (as in RCI and SI) to specify relationship between institutions and actions. 

The historical institutionalists perceived that flow of historical events that are 

drawn into periods of continuity are also punctuated by critical junctures. The critical 

junctures are moments when a substantial (and abrupt) institutional change takes place, 

creating a point from which a new path is generated for historical development 

(Thelen, 1999). In periods of continuous flow, between the critical junctures, the 

concept of path dependence and its ‘lock-in’ effects suggests that institutions usually 

evolve in more incremental ways, where observers or participants are hardly aware of 

any change (Dacin et al., 2002; Mahoney & Thelen, 2010a). Under conditions of 

stability, scholars focus their analysis on the more subtle forms of institutional change 

(Mahoney & Thelen, 2010a).  

2.2.4. COMBINED APPROACHES AND OTHER VARIATIONS OF INSTITUTIONALISMS. 

 In practise, it is necessary to combine insights from the three subtypes of 

institutionalism when analysing institutional change, as each of the three literatures 

overlap and it is difficult to draw distinct lines between them (Thelen, 1999). 

Moreover, these three approaches can complement each other (Koning, 2016; Lindner 

& Rittberger, 2003; Thelen, 1999), and exaggerating the differences does not help 

understand the process of institutional change (Koning, 2016). In consequence, 

scholars have attempted to combine the two approaches of historical institutionalism 

and rational choice to explain how institutional stability and change have occurred 

(Hall, 2010; Katznelson & Weingast, 2005; Lindner, 2003; Scharpf, 2000; Stacey & 
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Rittberger, 2003; Wolff, 2012). In combining these approaches, it has been emphasised 

that actors were able to take some strategic decisions based on each of their interests 

and preferences, but institutional change is difficult given that institutions are resistant 

to change due to the path-dependency of previous institutional choices. This is not a 

novel approach, as it was previously suggested by Douglass North with his 

propositions about institutional change (North, 1995). This combination acknowledges 

that information possessed by actors is not always complete, so their rationality is 

bounded, and that the calculation of actors in decision making process is not always 

rational (Forester, 2011; Lindblom, 1959; Wolff, 2012). 

 Some scholars focus on ideas and discourses have proposed new 

institutionalism approaches different to the main three categories. For instance, those 

who focus on ideas such as discursive institutionalism (Schmidt, 2008; Schmidt, 2010), 

ideational institutionalism and constructivist institutionalism (Hay, 2006). Others who 

place emphasis on discourse propose discourse analysis (Hajer, 2003), the 

argumentative turn (Fischer, 2013) and deliberative democracy (Dryzek, 2000) as their 

new approaches. Although a lot of variations have emerged, discursive institutionalism 

was considered as the fourth new institutionalism approach. This approach is 

concerned with both the elements of ideas and the interactive processes of discourse in 

the institutional context. Their approaches aim to provide insights into the dynamics of 

institutional change by explaining the actual preferences, strategies, and normative 

orientations of actors in the institutional context in which and through which ideas are 

communicated via discourse (see Table 2.1). To some extent, the fourth new 

institutionalism conflicts with the existing ones, such as historical institutionalism, by 

providing an agential focus and key constructivist insights. Nonetheless, what is most 

important is not the label but the appropriate synthesis of explanatory components 

(Bell, 2011). 
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Table 2.1. The three approaches of institutionalisms and the fourth new one 

 

 
Rational Choice 
Institutionalism 

(RCI) 

Historical 
Institutionalism 

(HI) 

Sociological 
Institutionalism 

(SI) 

Discursive 
Institutionalism 

(DI) 

Object of 
explanation 

Behaviour of 
rational actors 

Structures and 
practices 

Norms and 
culture of social 
agents 

Ideas and discourse 
of sentient agents 

Logic of 
explanation 

Calculation Path dependency Appropriateness Communication 

Definition of 
Institutions 

Incentive 
structures 

Macro-historical 
structures and 
regularities 

Cultural norms 
and frames 

Meaning, 
structures and 
constructs 

Approach to 
change 

Static – continuity 
through fixed 
preferences, stable 
institutions 

Static – continuity 
through path 
dependency 
interrupted by 
critical junctures 

Static – continuity 
through cultural 
norms and rules 

Dynamic change – 
(and continuity) 
through ideas and 
discursive 
interaction 

Explanation 
of change 

Exogenous shock Exogenous shock Exogenous shock 

Endogenous 
process through 
background ideas 
and foreground 
discursive abilities 

Recent 
innovations 
to explain 

change 

Endogenous 
attribution of 
interest shift 
through RCI 
political coalitions 
or self-
undermining 
processes. 

Endogenous 
description of 
incremental 
change through 
layering, drift, 
conversion. 

Endogenous 
construction 
(merge with DI). 

Endogenous 
construction 
through reframing, 
recasting collective 
memories and 
narratives through 
epistemic 
communities, 
advocacy 
coalitions, 
communicative 
actions, deliberate 
democracy. 

 
RI = Rational Choice Institutionalism, HI = Historical Institutionalism; SI = Sociological 

Institutionalism; DI= Discursive Institutionalism. Source: (Schmidt, 2010). 

 

As we can see in the Table 2.1, the study of institutions and institutional 

change has mostly turned towards the notion of endogenous change. There are severe 

restrictions to models of change that draw a sharp line between institutional stability 

and institutional change and that considers all major changes were exogenously 

generated (Streeck and Thelen, 2005). Exogenous change occurs because of interaction 

with the outside world, for example with other institutions or large-scale developments 
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(such as mass migration or secularisation). These exogenous factors were assumed to 

be the ultimate driver of change. However, institutions can change because of the 

dynamic processes that occur within the institution itself (Koning, 2016). More 

explanation on this in the context of global and domestic institutional change will be 

elaborated in Section 2.5. 

2.3. SUSTAINABILITY AS A FUNCTION OF INSTITUTIONAL 

ARRANGEMENTS 

Sustainability and sustainable development has been intensively discussed by 

actors from various sectors. The ‘Our Common Future’ report by the World Commission 

on Environment and Development (WCED) in 1987 conceptualised sustainable 

development as a means “…to ensure that it meets the needs of the present without 

compromising the ability of future generations to meet their own needs’’ (WCED, 

1987). Environmental problems became a common concern for the global community, 

and sustainable development appeared as an institution with a holistic view for 

encapsulating the shared problems, and hence an important phrase for negotiations 

and agreements amongst global communities. In 1992, the Earth Summit in Rio de 

Janeiro produced a multilateral treaty known as the Convention on Biological Diversity 

(CBD). The convention emphasized conservation of biological diversity as ‘a common 

concern of humankind’ which required cooperation by all contracting parties (UNEP, 

1992, p. 3,7). Initially, a phrase ‘common resources of humankind’ was proposed, but 

committees negotiating the CBD were concerned about effects on the sovereignty of 

the states over their natural resources if that phrase was used. The committee finally 

decided that the phrase ‘a common concern of humankind’, was most appropriate, 

with emphasis on ‘common responsibility’ for conservation and the use of biodiversity 

in sustainable way (Bowling, Pierson, & Ratté, 2016). The concept of ‘common 

concern for humankind’ is now used to provide frameworks for global and shared 

environmental problems through cooperation between international actors and 

institutions. This concept emphasises concerns about long-lasting adverse effects that 

are potentially harmful for the next generations, thereby focusing on intergenerational 
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equity (Bowling et al., 2016), which is in accord with the sustainable development 

concept. 

The concept of ‘common concern for humankind’ also relates to the principle 

of the ‘common heritage of humankind’. But there are distinctions between the 

concepts. ‘Common heritage of humankind’ generally applies to geographic areas or 

resources, and is more suitable for managing the sustainable exploitation of shared 

resources; whereas the ‘common concern of humankind’ concept applies to specific 

issues, and provides a foundation for protecting shared resources that are vulnerable to 

global problems (Bowling et al., 2016).  

In theory, the ‘common heritages of mankind’ are administrated by an 

international regime and so beyond the direct limits of national jurisdiction; thus, no 

state can exercise sovereignty or sovereign rights over those areas and resources. 

Oceanic fisheries, ocean seabed, the Antarctic and lunar resources, are clearly part of 

common heritage of mankind as they are not under sovereign control of any one 

nation state. It is, however, more problematic to apply the principle of the ‘common 

heritage of the mankind’ to the resources or areas under the jurisdictional control of a 

sovereign state6, for example, world natural heritage sites or important ecological areas 

such as tropical rain forests (Schrijver, 2016). Further complications arise when 

considering processes that are a ‘common concern of humankind’, such as climate 

change, as mentioned in the text of the United Nations Framework Convention on 

Climate Change (UNFCCC, 1992, p. 1): 

“Acknowledging that change in the Earth's climate and its adverse effects 

are a common concern of humankind,’’ 

And, in the introductory text of the UNFCCC Paris Agreement (2015, p. 2): 

‘’Acknowledging that climate change is ‘a common concern of 

humankind’, Parties should, when taking action to address climate 

                                                                 
6 The area to which the common heritage of mankind applies only starts beyond the limits of national 
jurisdiction, i.e. the outer limit of the 200-mile EEZ and can stretch up to 350 nautical miles in the 
case of an extended continental shelf (Schrijver, 2016). 
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change, respect, promote and consider their respective obligations on 

human rights, the right to health, the rights of indigenous peoples, local 

communities, migrants, children, persons with disabilities and people in 

vulnerable situations and the right to development, as well as gender 

equality, empowerment of women and intergenerational equity.’’ 

 As a more practical attempt to achieve implementation of the sustainability 

vision, the United Nations established the Millennium Development Goals (MDGs) 

and Sustainable Development Goals (SDGs) as sets of goals for a worldwide 

sustainably trajectory7. The MDGs guided the global development agenda during the 

period 2000-2015, and consisted of eight goals, ranging from eradicating extreme 

poverty and hunger to ensuring environmental sustainability, with measurable and time-

bound objectives. The MDGs framework has been used as a means to measure positive 

outcomes (not necessarily as a direct result of agreeing to promote the MDGs) in some 

countries, for example halving poverty, reducing child mortality, and almost halving 

maternal mortality (Reed, Van Vianen, & Sunderland, 2015). After the 15 year period of 

implementation of the MDGs finished, the Sustainable Development Goals (Sachs, 

2012; United Nations, 2019) were established. The 17 goals of the SDGs cover a wide 

range of actions, including eradicating poverty, good health and well-being, gender 

equality, affordable and clean energy, climate action, decent work and economic 

growth; with a shared focus on economic, environmental and social goals as the 

hallmark of sustainable development. The MDGs did receive criticism, for example, 

there were no intermediate milestones in the 15 years of MDG implementation (Sachs, 

2012). It was also suggested that the goals lacked inclusiveness and did not sufficiently 

address pressing environmental concerns (Reed et al., 2015). Nonetheless, there were 

positive responses from policy makers and civil society for the MDGs as they played an 

important role in progress against poverty, hunger and diseases (Sachs, 2012).  

Implementation of these ambitious goals in the three dimensions of 

sustainability needs to properly address quality of governance at all levels, from local to 

global, and in various sectors from government to the private sector (Sachs, 2012). 

                                                                 
7 http://www.un.org/sustainabledevelopment/sustainable-development-goals/ 
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Governments at all levels need to cooperate to implement international strategies and 

create institutions to ensure appropriate means and technologies that support 

sustainable development. The private sector, on the other hand, may support SDGs in 

practical ways, for instance in their supply chains as well as encouraging stakeholders 

to support implementation of the SDGs. Others, such as academia and civil society, 

together with the governments, international institutions and private sector can work 

together to identify the pathways to implement the goals, and create global networks 

for sustainability.   

The WCED emphasized that national governments in global world should 

change their policies towards sustainability, as outlined in the Brundtlandt report: 

‘’…the major central economic and sectoral agencies of governments 

should now be made directly responsible and fully accountable for 

ensuring that their policies, programmes, and budgets support 

development that is ecologically as well as economically sustainable’’ 

(WCED, 1987, p. 260). 

This WCED report section recommends the introduction of environmental policy 

integration in which a holistic view of environmental protection is included in the 

policy process. In many countries, particularly in the European Union, 

environmental policy integration was considered to be a crucial component of the 

transition to sustainability (Jordan & Lenschow, 2008). 

2.4. GLOBALISATION AS A FUNCTION OF INSTITUTIONAL 

ARRANGEMENTS 

This dissertation focusses on globalisation as a function of institutional 

arrangements. Sustainability is a part of global agenda, which is embedded in the 

globalisation process of interdependence of countries through increasing trade of 

goods over recent decades (Keohane & Nye, 2000; O’Rourke & Williamson, 2000). 

Globalisation continues to expand and deepen, not only through economy and trade, 
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but also in many aspects of social life (Murray, 2007) and the political, technological, 

socio-cultural dimensions.  

Various indicators have been defined to understand the magnitude of 

globalisation and to inform actors from various levels and sectors. The measures of 

globalisation include indicators on capital movements and foreign direct investments, 

international trade, and the economic activity of national firms (OECD, 2010), and 

several indices to measure extent of globalisation such as the ‘Maastricht Globalisation 

Index’, or MGI, and the KOF Index Globalisation have been developed. Those 

indices have similar variables ranging from global trade and global finance as economic 

indicators; international treaties, and embassies in country for political aspects; and 

people on the move (e.g. migrants, tourism), technology, for social aspects (Dreher, 

Gaston, & Martens, 2008, pp. 30–68). For example, from the KOF index of 

globalisation from 1985 to 2015, we can identify the continuous upsurge of 

globalisation processes in various dimensions, including economic, social and political 

(see Figure 2.1). The MGI, is however quite different from the KOF, since it explicitly 

includes the environmental dimension (e.g. ecological deficit in global hectares) and 

covers of sustainable development (Dreher et al., 2008). 

 

 

Figure 2.1. KOF index of globalisation worldwide (KOF Swiss Economic Institute, 2016). 
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The consequences of globalisation are manifested in all social and economic 

life in both positive and negative ways. They range from health, labour, economic 

growth, military disputes, entrepreneurial activity, international organisations, and 

stringency of environmental standards. The KOF index has shown that the impacts are 

extensive8. The global financial crisis (for instance the 2008 crisis) demonstrates the 

power of globalisation, creating impact through a domino effect through the global 

value chain (OECD, 2010).  

Scholars, however, have differentiated between globalisation and 

internalisation to show the role of various non-domestic pressures and degree of 

influence of transnational actors and institutions and their impact on domestic politics. 

Globalisation refers to structural economic factors, while internalisation refers to the 

situation when policies within domestic jurisdiction face increased scrutiny, 

participation, or influence from transnational actors, and international institutions, 

including the rules and norms that embodied (Bernstein & Cashore, 2000). 

Furthermore, Bernstein and Cashore (2000) have delineated four paths of 

internalisation namely the interdependence of market path; international institutions or 

rules path; international norms and discourses path; and direct access to domestic 

policy process. These pathways each have their own characteristics within the decision 

making process in the domestic system, whether directly or indirectly. For instance, the 

market dependence pathway comprises processes or strategies that attempt to 

manipulate, work with, or leverage markets to create domestic policy change. For 

example, boycott campaigns from the transnational actors targeted foreign export 

markets to put pressure on exporters (Bernstein & Cashore, 2000). 

Globalisation, with its increased flows of capital, has generated a demand for 

global governance institutions that would accommodate the transparency and 

predictability that capital itself needs (Evans, 1997). Lack of existing institutions that 

govern the global networks and supply chains, creates demands for new forms of 

‘global governance’ (Bartley, 2007, 2010). This has triggered the rise of transnational 

forms of institutions from private actors, known as ‘Transnational Business 

Governances (TBGs)’ or ‘private global governance’ (Mars & Ostermeier, 2008) such 

                                                                 
8 See Dreher et al. (2008) for the complete list of studies using the KOF Index of Globalisation to 
quantify the consequences of globalisation.  
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as fair trade labels, accounting standards, and certification systems (Eberlein, Abbott, 

Black, Meidinger, & Wood, 2014). Over the past two decades, these institutions 

emerged to assess or certify products or companies in global supply chains with their 

principles and criteria addressing the social and environmental aspects of sustainability. 

These initiatives, from the point of view of the firms, are a way to preserve the 

reputations of firms, and maintain market positions in the face of globalizing markets 

(Owari, Juslin, Rummukainen, & Yoshimura, 2006). These ‘global governances’ also 

appeared as new institutional arrangements and as alternatives to traditional 

government ‘rules and deterrence’ mechanisms in some sectors (Mars & Ostermeier, 

2008). Likewise, it was seen as a result of political contestation, and as an outcome of 

conflicts and institutional entrepreneurships among multisector and multilevel actors 

(Bartley, 2007).  

2.5. GLOBAL-DOMESTIC INSTITUTIONAL CHANGE: MECHANISMS AND 

FACTORS 

The previous sections have shown that sustainability and globalisation are 

functions of the institutional arrangements. These institutional arrangements have 

influenced each nation-state in the process of domestic policy making with several 

mechanisms and factors. The mechanisms and factors of these global institutional 

arrangements on domestic institutional change encompasses: the interaction of actors; 

the interdependence of institutions; and the roles of ideas and discourses. Sections 

2.5.1 to 2.5.3 discuss each of these mechanisms and factors, including interactions 

between them. Section 2.5.4 reviews literature on the response from the domestic 

sphere to emergence of transnational governances. Sub-section 2.5.4.1 describes the 

concept of extraterritoriality and norm of sovereignty. It is followed by discussion on 

multi-level governance for coping with global problems in Section 2.5.5.  

2.5.1. THE INTERACTION OF ACTORS  

 Transnational actors interact each other in order to initiate and maintain 

global governance. Actors in global networks initiate multi-stakeholder arrangements 

and play a role as agents who initiate global institutions for collective action problems 



29 
 

(Glasbergen, 2010). They also interact with other different kinds of governance of state 

and non-state actors in direct and indirect ways.  

 Bernstein and Cashore (2000) have differentiated between direct and indirect 

access pathways of transnational actors in influencing the domestic politics. The direct 

pathway forms the independent pathway of transnational actors who penetrate 

through various ways. These include providing financial resources; capacity building; 

education; training; assistance in creating new organisations; and helping to implement 

national law to remedy deficits caused by a lack of capacity and resources, resulting in 

domestic organisations being unable to enforce or implement policy. The direct 

pathway also occurs in co-governance through partnerships between domestic and 

international public and private actors. The direct way of interaction involves 

communication between actors where the organisations or individuals play a role as an 

institutional entrepreneur (Eberlein et al., 2014). The indirect way of interacting, 

however, occurs through cognitive processes such as learning and imitating where 

observation and interpretation are the usual mechanisms, rather than communication, 

that play a role in the direct interaction (Eberlein et al., 2014). The interactions could 

be in the form of cooperation, competition, co-optation (convergence on norms and 

activities), and undirected and unpredictable interactions (Bernstein and Cashore, 

2000).  

Actors’ types of interactions, whether direct or indirect, are influenced by the 

type of goods as the ‘object’ of the interactions. Samuelson (1954) has defined private 

goods as excludable goods (individual A can be excluded from consuming private 

goods unless paid for) and rivalrous (whatever individual A consumes, no one else can 

consume). Public goods, meanwhile are both non-excludable (impossible to keep those 

who have not paid for a good from consuming it) and non-rivalrous (whatever 

individual A consumes does not limit the consumption by others). However, Ostrom 

re-defined four types of goods which included common pool resources, public goods, 

private goods and toll goods (Ostrom, 2005). Ostrom replaced the rivalry of 

consumption with substractability of use and conceptualized it together with 

excludability to vary from low to high (see Table 2.2).  

Based on these types of goods, when the “object’’ of interactions are private 

goods or toll goods, cooperation is easier as the difficulty of excluding the potential 
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beneficiaries is low. However, when the interactions are over public goods (e.g. peace 

and security, national defence provided by sovereign governments, fire protection etc.) 

and common pool resources (e.g. lakes, fisheries, forests, etc.) with high difficulty of 

excluding potential beneficiaries, cooperation is more difficult and this hence makes 

the governance more vulnerable to competition and conflict (Eberlein et al., 2014). 

 

Table 2.2 Four Types of Goods (Ostrom, 2005: p. 24). 

 Subtractability of Use 

High Low 

 

Difficulty of 

excluding 

potential 

beneficiaries 

High 

Common-pool resources: 

groundwater basins, lakes, 

irrigation systems, fisheries, 

forests, etc. 

Public goods: peace and security of 

a community, national defence, 

knowledge, fire protection, weather 

forecasts, etc. 

Low 
Private goods: food, clothing, 

automobiles 

 

Toll goods: theatres, private clubs, 

day care centres. 

 

 

In addition, the characters, interests and resources of various actors in 

multiple sectors and at multiple levels creates high complexities that increases the 

difficulties of cooperation between them and leads to high transaction costs 9  that 

inhibits cooperation between actors.  

Another significant aspect of an actor’s interactions are the power relations 

the actor possesses. Shifts in interests and underlying power distributions can support 

and legitimatise existing institutional arrangements and trigger institutional change. 

Those shifts may emerge in response to performance crises, environmental changes, 

and other factors that force the organisations to question the legitimacy of the existing 

institutions. Dacin et al. (2002) categorised these factors as political pressures for 

triggering institutional changes. Moreover, as indicated previously, the direct pathway 

of the transnational actors to penetrate to domestic politics will be seen as ‘outside 

                                                                 
9 Transaction costs are defined as ‘the costs of searching for a partner (or group) with whom to 
exchange, screening potential partners to ascertain their trustworthiness, bargaining with potential 
partners (and officials) to reach an agreement, transferring the products, monitoring the agreement to 
see that its conditions are fulfilled, and enforcing the exchange agreement’ (Holloway et al., 2000). 
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organisations’ which try to alter the balance of power among existing domestic actors 

(Bernstein & Cashore, 2000). This pathway can successfully change an institution when 

they reassure domestic actors through actions such as sharing resources, ideas, 

knowledge and expertise with existing groups, or by facilitating the creation of new 

groups or coalitions (Bernstein & Cashore, 2000). Here, the transnational actors act as 

independent agents of change through direct contact with domestic actors.  

2.5.2. THE INTERDEPENDENCE OF INSTITUTIONS  

Turning now to the interdependence of institutional mechanisms, the term 

‘installing interdependence’ has been suggested to describe the mechanism by which an 

international institution influences a domestic institution (Dale, 1999). The 

international institutions can bind the national domestic actors and create a “pull 

toward compliance” because they come into being by generally accepted rules and a 

legitimate process. This is considered an ‘international rules path’ by Bernstein and 

Cashore (2000), and highlights the influence of international treaties that focus on 

specific issues, for instance the Convention on International Trade in Endangered 

Species of Wild Fauna and Flora (CITES). This path includes the policy prescriptions 

of powerful international organisations (e.g. the United Nations), and trade agreements 

(e.g. the World Trade Organisation agreements). Here, transnational actors (who might 

work together with related national actors) form the mostly non-state representation 

that ‘’helps’’ to enforce the rules to which states or firms commit (Bernstein & 

Cashore, 2007; Meidinger, 2006).  Furthermore, there are also rules which are not 

mandated by states or intergovernmental agreements, such as the TBGs which were 

discussed in the preceded section. Those institutional arrangements, however, can be 

considered as an international rules pathway when their standards gain broad 

recognition and are treated as binding by firms or other actors that commit to them 

(Vogel, 2008). 

On the other hand, the most discussed effect of globalisation is the process of 

policy convergence (Bennett, 1991; Busch & Jörgens, 2005; Dolowitz & Marsh, 2000; 

Drezner, 2005; Holzinger, Knill, & Sommerer, 2008). There are basically three broad 

classes of mechanisms of international sources of policy convergence, including (1) 
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harmonisation, which involves a cooperative approach to harmonising international 

legal agreements or transnational law within domestic practices (2) imposition, which 

has coercive elements from political practices, economic, or even military threat; and 

(3) diffusion, which involves interdependent, but uncoordinated, practices such as 

cross-national imitation, emulation or learning (Busch & Jörgens, 2005). Busch and 

Jorgens, however, argued that diffusion is sometimes overlooked in the way policy 

convergence occurs, and so is often neglected. Transnational communication plays an 

important role in the diffusion process (Holzinger, Knill, & Sommerer, 2018; Voegtle, 

Knill, & Dobbins, 2011). This is also in line with sociological ideas emphasizing non-

hierarchical emulation and learning, and a proposed institutional isomorphism (the 

homogeneity of structure) concept which can be coercive, mimetic, and normative 

(Dimaggio & Powell, 1983).  

Policy convergence is also linked to longstanding debates about whether 

globalisation leads to “California effects’’ or ‘’Delaware effects’’10 (Vogel, 1997; Vogel 

& Kagan, 2002). Empirical studies, nonetheless, reveal that globalisation does not 

always lead to a descending trend in environmental and social standards (Holzinger et 

al., 2008), instead it can also play a role in “ratcheting up’’ policies and behaviours 

(Bernstein, Cashore, Atyi, Maryudi, & McGinley, 2010; Prakash & Potoski, 2006).  

2.5.3. THE ROLES OF IDEAS AND DISCOURSES 

 Ideas and discourses are recognised as important determinates of why and 

how actors influence domestic policy change (e.g. Campbell, 1998; Carstensen & 

Schmidt, 2016; Hall, 1993; Hansen & King, 2001; Jenkins-Smith & Sabatier, 2003; 

Richardson, 2000). Crouch et al. (2007) emphasised that ‘’To ignore social actors’ 

perceptions is to fail to appreciate that social reality includes actors’ perception of it’’ 

(Crouch, Streeck, Whitley, & Campbell, 2007, p. 530). The dynamics of institutional 

change as explained by the actual preferences, strategies, and normative orientations of 

actors in the institutional context in which, and through which, ideas are 

                                                                 
10  The ‘Delaware effect’ is a phenomenon in which competition from nations with weaker 
environmental regulations has not prevented richer, greener nations from strengthening their own 
regulatory standards. In contrast, the ‘California effect’ describes the phenomenon in which nations 
are increasingly adopting the standards of their richer, greener trading partners (see Vogel, 1997 and 
Vogel and Kagan, 2002). 
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communicated via discourse have also have been considered by the institutionalists 

who proposed the fourth new institutionalism discussed in Section 2.2.4 (Berejikian & 

Dryzek, 2000; Hajer & Wagenaar, 2003; Hay, 2006; Schmidt, 2008; Schmidt, 2010). 

 Ideas can influence policy change mainly through three main mechanisms. 

First, ideas were embedded in the construction of issues and problems associated with 

the policy agenda. In other words, ideas about various prominent issues assist actors in 

curtailing issues from broad to narrow remits and placed them into the policy agenda 

(Béland, 2009). This argument is based on Kingdon’s (2011) idea that actors who are 

involved in the policy making process, both directly and indirectly, cannot focus on 

several issues concurrently and therefore narrow down the policy agenda. Second, ideas 

build assumptions held by actors, which will either confront or legitimise existing 

institutions and policies (Béland, 2009). In the context of sustainability, which is a 

broad concept and has a large influence, this process will establish the intellectual and 

ideological circumstances of policy debates and learning processes. However, 

assumptions are changing over time; they depend on economic, social and political 

conditions, and in such situations, actors may switch to alternative ideas in order to 

find a new solution. Third, ideas can become powerful ideological tools that will 

provide opportunities for agents to confront the existing institutional arrangements 

(Béland, 2009). From this perspective, ideas form a public discourse, and actors will be 

continuously reframing discourses about the necessity of reform in the policy agenda 

(Schmidt, 2008). This pathway is situated amongst ideas about social construction and 

persuasion and the need to change policies or institutions.  

 Ideas and discourses are interplayed amongst actors and institutions during 

the process of institutional stability and change. Actors with high resources and 

positions are often actively influential (and become institutional entrepreneurs) in the 

proliferation of policy ideas and rhetorical frames. Institutions play a role in the 

interaction by restricting or providing opportunities that affect the behaviour of actors 

and dissemination of their ideas. However, the reverse condition may occur. For 

instance, brilliant ideas could be buried when un-powerful actors are the ones 

promoting them, or there are no actors who are willingly promoting them. We can 
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relate this to debates about power and discourses from the Foucaldian and 

Habermasian points of view. In a Foucaldian perpective, discourse is the operation of 

power and thus the distinctions between them are unnecessary. Politics is seen as a 

battle for discursive hegemony where actors contest to guard support for their ideas 

(Rydin & Ockwell, 2010). In contrast, Habermas followers argue that discourse and 

power are interconnected in all kinds of ways and there are constraints on the power 

of discourse. Powerful actors may revoke discourses by ignoring them in the policy 

agenda. Rather, discourses may be adopted to suit a particular actor’s coalition 

interests. Another constraint that is when the actors, such as governments, tend to 

accomplish basic goals, such as continued economic growth, without regard to the 

discourse that may have been captured by the government authorities (Hajer, 2002; 

Rydin & Ockwell, 2010).  

 In the context of globalisation, the international norms and discourses can 

both define and regulate domestic behaviour. For example, particular norms embodied 

in institutions or informed by broader practices of global governance can affect 

domestic policies and lead to policy change. The politics of information, symbolism, 

leverage and accountability are the kinds of strategies often used by transnational 

actors to encourage states to follow norms (see Keck & Sikkink, 1998). However, the 

way transnational rules, norms, and discourses penetrate to the domestic sphere can be 

divided into coercive and voluntary penetration or ‘policy transfer’ (Dolowitz & Marsh, 

2000). Pressures can arise from perceived problems in performance level or the 

perceived utility associated with institutionalised practices. Coercive means that a 

government or transnational institution is put a pressure by another to adopt a set of 

institutions or policy innovations. This pressure penetrates through discourses that 

may be tied to broad environmental change, such as intensified competition for 

resources due to scarcity in the economic setting, as described by Douglass North in 

his propositions about institutional changes (North, 1995; Thelen, 1999). In contrast, 

the primary catalyst for voluntary policy transfer is some form of dissatisfaction or 

problem with the existing status quo, which mostly results from the perceptions of 

actors, either by the government or public (Dolowitz and Marsh, 1996). Following 

pressures, path dependence change can occur (North, 1995). Path dependence change 
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means that the new institutional arrangement resembles its former institution in terms 

of containing elements inherited from the past. Campbell (2004) emphasised two 

processes called bricolage and translation, which tend to produce path dependence 

change. The former implies that actors recombine parts and elements of the former or 

existing institutional arrangements to create a new forms and practices. The latter 

explains process where actors add pieces that diffuse from another place. 

2.5.4. RESPONSE FROM THE DOMESTIC SPHERE 

The emerging of transnational institutions causes the domestic government to 

re-arrange (not necessarily create similar policy or converge) their legal system. Several 

explanations can be used to describe why the government or domestic actors decide to 

re-arrange their system. The concept of “experimentalists governance’’ by Overdevest 

and Zeitlin (2014) explains the reason why government changes the existing institution. 

It emerges as a form of governance that results from an iterative process, where an 

actor or actors define the goals and revise the governance architecture based on 

learning from comparison of alternative approaches to advancing these goals in 

different contexts. Experimentalist governance architectures can take a variety of 

institutional forms and can be built in multiple settings at different territorial scales, 

which can be nested within one another vertically and joined up horizontally. In their 

paper, using the example of the forestry sector, they analysed the efforts of moving 

towards the goal of combatting illegal harvesting of timber. Initiated by the rise in 

forest private certification, its failure, and the rise of Forest Law Enforcement 

Governance and Trade (FLEGT) by the European Union, and afterwards the Lacey 

Act Amendment by United States, have been explained as an example of 

experimentalist governance. The study indicates the interaction embedded in various 

institutional forms of experimentalist governance that originate from public or private 

actors, at the national or the international level, and converge on multi-level, multi-

actor governance architecture (Overdevest & Zeitlin, 2014).  

2.5.4.1. EXTRATERRITORIALITY AND THE NORM OF SOVEREIGNTY  

The norm of sovereignty described here is adopted from extraterritoriality 

concepts derived from political geography and international political economy. The 
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sovereignty term used here is the notion of the ‘supreme authority within a territory’ 

(Stanford Encyclopedia of Philosophy, 2016). Extraterritoriality and territoriality are 

generally used to refer to a legal regime and related to the sovereignty and jurisdiction 

of states. Territoriality is linked closely with sovereignty where “a state claims exclusive 

jurisdiction over all people within its territorial boundaries regardless of their 

nationality’’, and extraterritoriality is the opposite, where “a state claims exclusive 

jurisdiction over its citizens in another state.’’ (Kayaoglu, 2010: p. 2). Moreover, 

extraterritoriality can also refer to circumstances where transnational non-state 

institutions or actors claim rule-making authority in specified territories and pre-

empted state territorial authorities (Vandergeest & Unno, 2012).  

Some researchers have studied the various types of global institutions in the 

form of transnational eco-certification (which links to extraterritoriality) and how state 

actors are responding to it. Foley and Havice (2016) have analysed the emergence of 

territorial eco-certification initiatives in Japan, Iceland, Alaska, Canada and US as 

alternatives of dominant transnational sustainability governance in the fisheries sector 

(i.e. the Marine Stewardship Council - MSC). The rise of a new voluntary certification 

system initiated by coalitions of state and non-state actors has territorial (or domestic) 

attributes, including national industry identities and state based regulatory regimes. 

Nevertheless, it has transnational attributes since it applies international principles and 

standards as well as international best practices to embrace the transnational 

opportunities and challenges associated with the global drive for ‘‘sustainable seafood”. 

The analysis shows that the initiatives emerge as a counter to globally applicability of 

institutions (e.g. MSC) and are an effort to combine various domestic attributes with 

transnational governance norms (Foley & Havice, 2016). 

However, transnational certification schemes trigger various responses 

concerning territorial sovereignty of the states affected. An analysis of Thailand’s 

national certification system for aquaculture revealed government official’s motivation 

for initiating the national scheme (Vandergeest & Unno, 2012). It was triggered by 

narratives that the ‘Southern’ developing countries cannot protect their ‘objects’. It was 

also triggered by the perception that transnational certification was an imposed 

extraterritoriality on territorial sovereignty of states, as well as a trade barrier for 

business. The government then attempted to protect their ‘subjects’ by creating 
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territories separate from those provided by the transnational actors (Vandergeest & 

Unno, 2012).  

Related to the case in Thailand, Cashore and Stone (2014) analysed the shift in 

public policy towards a legal verification system (such as in China, Indonesia, and the 

United States). Cashore and Stone argued that three factors have a role in the 

emergence of domestic policy changes in support of the TBGs. These include 

economic interdependence (Bernstein & Cashore, 2000; Drezner, 2001), the historical 

institutionalist processes and the norms of sovereignty (Cashore & Stone, 2014). 

Different capacities of the State, however, were argued to have different responses in 

shaping sovereignty in the emergence of TBGs. The strength of sovereignty’s role in 

response to the transnational pressures depends on whether the TBGs are intending to 

change the standards themselves (the substance of the policies) or the mechanisms to 

help implementation of those policies (See Table 2.3.). In the case of the forestry 

sector in China and Indonesia, the TBGs were more likely to be accepted, and even 

supported, when it is clear that the focus is not challenging sovereignty over 

substantive policy, but on the mechanisms of implementation. In the case of United 

States, the TBGs would be only supported when it was clear that they did not 

challenge sovereignty, whether substantively or on the mechanism (Cashore & Stone, 

2014). Cashore and Stone then theorised, based on their case studies, that a country 

with weak domestic capacity, when their mechanisms or procedure were being 

breached, is more likely accept or support the transnational governance regime. 

Similarly, when sovereignty over substantive policies is infringed, they are more likely 

to pacify the transnational pressures11. In contrast, a country with strong capacity will 

be reluctant to accept the regime when their mechanisms were being trespassed, and 

                                                                 
11 Example of pacifying international pressures: from the case in China, in Legality Verification (LV) 
for timber demanded by the international consumers, initially, the domestic timber industry viewed 
that LV was a protectionist non-tariff trade barrier designed to force costs onto Chinese industry. As 
a result, the government was sceptical and focused most efforts on pacifying international concerns. 
However, afterwards, they changed their strategic orientation, deciding that the international 
demands of LV might benefit rather than wake away from their administrative authority.  

11 (continuation) Another example is when a country produce non-substitutable goods being targeted by 
the transnational pressures, they tend to pacify economic pressures by shifting attention to other 
countries (or consumers) (Cashore & Stone, 2014). 
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will resist when sovereignty is being substantively challenged. Cashore and Stone argue 

that broader historical institutionalist processes need to be taken in account in studying 

this phenomenon as changing interests, preferences and problem definitions can also 

lead to an explanation of state responses to TBGs.  

 

Table 2.3. Role of state capacity in shaping sovereign responses to 

transnational business governance (Cashore & Stone, 2014, p. 64). 

 
Domestic State Capacity 

Weak Strong 

Sovereignty 

infringement 

Mechanisms Support Reluctant 

Standards Pacify Resist 

 

2.5.5. MULTILEVEL GOVERNANCE FOR COPING WITH GLOBAL PROBLEMS 

As the global sustainability agenda and globalisation processes involves multi-

level governance and actors, coping with global problems may require global efforts as 

a part of long term solutions. However, it has been argued that instead of focusing 

only on global efforts, it is better to enhance 'polycentric' efforts to cope with various 

global problems (Ostrom, 2010). 'Polycentric' is defined as various centres of decision 

making that are located and act independently. These centres could act individually, or 

instead connect with each other in a form of cooperation or competition, but in so 

doing, create a system function (Ostrom, Tiebout, Warren, 1961 in Ostrom, 

2009). The concept of a polycentric system has led to a gradual shift from the study of 

simple systems –in which only two organisational forms (government and private); two 

types of goods (pure private goods and public goods) and one type of individual (the 

fully rational one)– to more complex and diverse systems –multiple organisations; 

doubling the type of goods, and so on– (Ostrom, 2009). A number of empirical studies 

show that multi-level governance that involves multiple public and private agencies can 

collaborate in solving a shared problem, in contradiction to the general belief that 

multi-complex systems and actors will produce a chaotic condition (Ostrom, 2009, 

2010).  
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Figure 2.2. Action situation embedded in broader socio-ecological systems (SES) 
(Ostrom, 2009, p. 434). 

Ostrom suggested in the final parts of her Noble prize lecture that complexity 

is something to be embraced instead of being denied. Shifting to more complex 

frameworks and theories are the strategy to adopt when the world we are trying to 

understand cannot be described by simple models (Ostrom, 2009). Figure 2.2 shows 

how individuals in an action situation were interacting and generating the resulting 

outcomes (achieved at a particular time and place) that are affected by the elements of 

complex systems. The elements include Resource System (RS) (e.g. fishery lake, grazing 

area); Resource Units (RU) generated by that system (e.g. fish, water, fodder); the Users 

(U) of that system, and Governance System (GS) which cause effects, and are indirectly 

affected (Ostrom, 2007, 2009). Moreover, broader social, economic, and political 

settings as well as related ecosystems might cause effect and be affected by the setting 

of these elements. The interaction of the system with critical feedbacks will generate 

learning. Ostrom emphasises that this system is decomposable, where we can unpack 

each element of the system with all the linking theories and various types of socio-

ecological systems. Examining the nested attributes of complex systems is necessary to 

recognise and understand the complexity, and which elements interact and affect the 

actions of actors under diverse governance systems. Hence, it is essential to understand 

multilevel governance institutions connecting from local to international level.  
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2.6. INDONESIAN PALM OIL SECTOR FROM GLOBAL SUSTAINABILITY 

PERSPECTIVE 

Having discussed the theoretical literature above, this section briefly reviews 

the Indonesian palm oil sector, which is used as a case study in this thesis. Further 

information is included in Chapters 4, 5 and 6. The expansion of global trade and 

attempts of international actors to penetrate governance of domestic countries 

influences various sectors in Indonesia, including palm oil as an important commodity 

in the Indonesian agricultural sector. Palm oil overtook soybean oil to be the most 

consumed oil in the world in 2005 (Abdullah, 2011). In 2018/2019 the consumption of 

palm oil globally reached 69.57 MT (Statista, 2019). In 2018, the largest global palm oil 

producer was Indonesia where production reached 41,500 MT (Figure 2.3). The total 

Indonesian palm oil plantation area covered 14,03 million hectares in 2018 (Kompas, 

2018b). The global demand of palm oil is increasing as the national, and several 

international, policies have encouraged the use of biofuel, and as palm oil is one of the 

potential vegetable oils for biofuel production. The European Union, for instance, has 

declared that by 2020, 10% of its fuels sold will come from agricultural biofuels (EU 

Commission, 2019). 

 

Figure 2.3. Palm oil production by country, year of estimate in 2018 (Source: Index 

Mundi, 2019). 

The increasing of global demand for palm oil has however produced a lot of 

benefits for the Indonesian economy. The export value of Crude Palm Oil (CPO) and 
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its products contribute significantly to national export earnings up to about US $ 20 

billion (about 10% of total export earnings). The total export volume of palm oil in 

2017 reach 29 million tons (Table 2.4). 

Table 2.4. Indonesian Palm Oil Export Volume and Value (2013-2017) 

Year 

CPO and other CPO 
Palm Kernel and other 

palm kernel 
Total 

Volume 
(Ton) 

Value  
(000 US$) 

Volume 
(Ton) 

Value  
(000 US$) 

Volume 
(Ton) 

Value  
(000 US$) 

2013 20,577,976 15,838,850 1,644,532 1,301,586 22,222,508 17,140,436 

2014 22,892,224 17,464,754 1,479,833 1,540,690 24,372,057 19,005,444 

2015 26,467,564 15,385,275 1,819,307 1,565,685 28,286,871 16,950,960 

2016 22,761,814 14,366,754 1,576,490 1,910,524 24,338,304 16,277,278 

2017 27,353,337 18,513,121 1,717,595 2,211,339 29,070,932 20,724,460 

 

Source : Statistics Indonesia (2018). 

The Indonesian palm oil sector is considered to be a pro-poor, pro-growth, 

pro-job, and pro-environment sector by the government because it has created 

employment opportunities for farmers, plantation and industry workers; supported 

regional development and poverty alleviation, especially in rural areas of outside of 

Java; and is considered to be pro-environment because some of the oil palm 

plantations are planted in the degraded areas resulted from the failure of former 

policies12 (Hasan, 2012) and also because palm oil is a more productive crop compared 

to other agriculture crops such as soybean, as palm oil plantation needs less land 

(soybean needs a 9 times larger area for its production compare to oil palm) 

(Krisnamurti, 2010). 

However, the pro-job, pro-poor, pro-growth and pro-environment benefits 

claimed by the government for the palm oil sector remain controversial. There are a lot 

of environmental and social issues surrounding Indonesian palm oil production. 

Environmental issues such as conversion of natural forests into palm oil plantation 

(Austin et al., 2019) have increased habitat fragmentation and biodiversity loss 

                                                                 
12 The failure of former policies that granted logging concessions (HPH) over natural forest areas, left 
behind extensive degraded forests. In 2004, the total forest area that needs to be rehabilitated is 
47 million hectares, with Sumatra (16,2 million hectares) and Kalimantan (14,6 million hectares) 
having the largest degraded areas. 
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(Fitzherbert et al., 2008; Meijaard & Sheil, 2013, p. 608), resulting in significant 

secondary impacts from deforestation including water pollution, soil erosion and air 

pollution (Obidzinski et al., 2012). Endangered species (and subspecies), such as 

Orangutan, Sumatran elephant and Sumatran tiger, are especially threatened by oil 

palm expansion and these species are often captured or killed when vegetation is 

cleared to make way for new plantations (Sheil et al., 2009, p. 32). Indonesian palm oil 

production is also associated with burning of vegetation, which occurs almost every 

year in some palm oil plantation areas. It has been calculated that in a 6 year period 

(2000-2006) the average carbon emissions resulting from fires in Indonesia, together 

with Malaysia and Papua New Guinea, were almost equal to the total volume of fossil 

fuel emissions in the region (Reed et al., 2015) and are considered to be the primary 

cause of deforestation and draining of peat lands (Nesadurai, 2017b).  

Furthermore, social issues associated with palm oil plantation include conflict 

over land use, land ownership and tenure and how the rights are transferred 

(Colchester, 2011; Li, 2017; McCarthy, 2012; Teoh, 2010). An analysis of forest and 

land conflicts recorded in Indonesia by the Consortium on Agrarian Reform in 2001 

showed that plantation-related conflicts accounted for 32% or 261 cases of the total 

cases documented. It was around 570 conflicts in oil palm plantations were recorded 

and monitored, of which many date back to the era of second Indonesian President, 

Suharto, when the land rights of communities were not duly recognised (Teoh, 2010). 

Unevenly distributed economic benefits among the stakeholder groups, including 

employees and growers (Obidzinski et al., 2012), and vulnerability of oil palm 

smallholders to poverty, even though they are involved in the contract farming system 

(Cahyadi & Waibel, 2016) are also significant social issues.  

Increased globalisation and the associated sustainability issues, have triggered 

various responses from the global community. One of the responses, for example, 

relates to the increasing dissatisfaction of consumers with oil palm production 

practices in Indonesia and elsewhere. This has led to calls for international non-state 

organisations to initiate palm oil certification programs (Grundmann, 2010). 

Certification systems promoting a sustainable palm oil sector then emerged from 
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efforts for collectively solving problems. Examples of these certification systems are 

the Roundtable on Sustainable Palm Oil (RSPO); International Sustainability and 

Carbon Certification (ISCC) standard, a certification system used to demonstrate 

compliance with the European Renewable Energy Directive; Sustainable Agriculture 

Network (SAN); and the Palm Oil Innovation Group (POIG) (Grundmann, 2010; 

McInnes, 2017; Pirard et al., 2017; Yaap & Paoli, 2014). These private sustainability 

standards for palm oil are regarded as ‘progressive governance’ or ‘’a principled 

improvement over the government status quo’’ (Breslin & Nesadurai, 2017, p. 7). 

These private standards are seen as solutions to those problems in the palm oil sector 

that are not fully addressed by the government (Nesadurai, 2017b). Nevertheless, 

standards such as those proposed by the RSPO have been criticised. For example, 

expansion of oil palm plantations was considered to have greater impacts than 

recognised by the RSPO; the RSPO also allowed palm-oil producers and processors to 

become ordinary members without actually having their operations certified (Laurance 

et al., 2010); and non-compliance to sustainability standards by RSPO members is 

reported to have commonly occurred (Greenpeace, 2010, 2013; Laurance et al., 2010). 

Furthermore, although private standards such as the RSPO exist, conflicts regarding 

land continue to escalate and this certification system fails to include all stakeholders 

equally, marginalizing the stakeholders such as plantation workers, smallholders and 

indigenous peoples (Pichler, 2013). 

In reaction to emergence of the transnational governance organisations and 

institutions, the Indonesian government developed the Indonesian Sustainable Palm 

Oil (ISPO) policy through the Ministry of Agriculture in 2011 as a commitment for 

sustainable palm oil plantations in Indonesia. The ISPO aims to improve 

competitiveness of Indonesian palm oil in world markets; meets the President of the 

Republic of Indonesia's pledge to reduce greenhouse gas emissions; and includes 

attention to the environmental problems. The ISPO was initiated followed concerns 

from business representatives about the competence of standards such as the RSPO to 

assure Indonesia’s sustainability commitment in the international market (Caroko, 

Komarudin, Obidzinski, & Gunarso, 2011; Paoli, Yaap, & Wells, 2010).  
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Nevertheless, compared to other private sustainability standards for palm oil, 

the ISPO is seen as deficient as it provides very little protection of human rights and 

community livelihoods (McInnes, 2017); has less ambitious goals, particularly related to 

forest conservation (Pirard et al., 2017); and has not yet developed its full potential 

because of weak authority of the implementing organisations, and lack of acceptance 

and reliability in the global market (Hidayat, Offermans, & Glasbergen, 2017). More 

criticism has emerged as there are none of the sustainability standards required for 

corporations to strengthen indigenous institutions; to encourage independent unions, 

or provide assistance for the independent smallholders to develop production on their 

own land autonomously. From this perspective, the promise of ‘sustainable palm oil’ in 

Indonesia in the context of respecting human rights, was seen as meaningless (Li, 

2017).  

2.7. GAPS IN KNOWLEDGE 

Literature on institutions; sustainability; globalisation and its link with the 

domestic policy change process; and a brief description of the Indonesian palm oil 

sector as a case study had been reviewed in this chapter. The literature and previous 

studies have provided insights related to the research problem of this dissertation. The 

review revealed several gaps associated with the field of knowledge on the global 

sustainability agenda and domestic policy change in the Indonesian palm oil sector. 

Five knowledge gaps have been identified in this study and are described below.  

First, sustainability and globalisation may influence domestic politics and 

actors in responding to the global agenda, but in other cases, it may not change the 

domestic policies. However, when it represents new rules or institutions, there is no 

reason to expect all countries to interpret those rules in identical ways. The 

institutional and ideological situation varies from one country to another. In addition, 

not all global expertise understands the national and local context, and not all kinds of 

institutions can be suitably adopted in every country. What states can and cannot do 

under conditions of globalisation remains an important gap in the study of 

globalisation related to the sustainability agenda. Some scholars stress that states are 
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increasingly limited in the types of policies they can arrange, while others argue that 

states remain active and important players, but in diverse ways. Nevertheless, states 

remain the fundamental unit for territorial and political organisation (Campbell, 2004; 

Harvey, 2003). Likewise, sustainability as a global concept as perceived by global 

actors, could adopted differently into the national context. Some studies have provided 

empirical evidence from both developed and developing countries. This research aims 

to fill this knowledge gap by providing empirical studies from Indonesia as a 

developing country to try and understand how, and to what extent, the global 

sustainability agenda is influencing national policy. Assumptions that less developed 

countries are more vulnerable than developed ones to global or transnational 

ideological and financial pressures need to be proved empirically with specific country 

studies. For example, each developing country might have different expertise and 

social learning and so differ in the way they adopt the global sustainability agenda. 

Secondly, this dissertation emphasises the role of various actors in shaping 

institutional stability and change. Identifying and understanding the interest, and 

power, which each actor possesses in the specific institutional setting will give more 

understanding on the positions and influence of international actors compared to 

domestic actors in the institutional change process. Studies have been conducted to list 

various actors involved in the Indonesian palm oil sector and its sustainability context. 

Yet, there is lack of a study that analyses the power relations between international and 

national actors in this sector and how it is triggering institutional stability and change. 

This study will fill this knowledge gap and provide an analysis that emphasises the 

power relations between actors. Further, the empirical evidence from a developing 

country such as Indonesia will deepen the understanding of the position of national 

actors to the international actors in global networks. 

Thirdly, the literature shows that research on institutional theory has been 

focused on the perception of institutions as persistent and difficult to change. 

However, recent studies have shifted towards the analysis of institutional change and 

relatively few studies have included perspectives of both institutional stability and 

change in institutional development. Likewise, the literature has shown that various 
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pressures come from the global sphere as exogenous factors to influence domestic 

politics, but endogenous factors from the domestic sphere cannot be omitted. The 

study of endogenous institutional change is now becoming a focus of institutionalists. 

This dissertation aims to fill this knowledge gap, by identifying both institutional 

stability -with the contingency of path dependence- and institutional change -whether 

exogenously and endogenously derived- perspectives in the development of one 

specific institution over time.  

Fourthly, this dissertation emphasises the role of ideas and discourses or the 

‘’ways of seeing’’ of the actors in shaping institutional stability and change. Several 

studies have been conducted emphasizing the importance of ideas and discourse in 

shaping institutional dynamics. Nevertheless, the need to study the role of perspective 

subjectivity in understanding complex phenomena such as globalisation and 

sustainability is increasing. Sustainability as a global agenda is perceived differently by 

various state and non-state actors. The controversies contested by actors from 

governmental groups and non-governmental groups in the Indonesian palm oil sector 

have a relatively high profile, but only a few studies have analysed the ideas and 

discourses of these actors, particularly with interviews conducted in Bahasa Indonesia. 

This is recognised as an important knowledge gap, as analysing ideas and discourses 

can help to compare and validate subjectivity of the actors, thereby extending the 

understanding of the decisions that actors have already made. Further, it will help to 

inform policy makers and other actors about the institutional arrangements and policy 

that they will make in the future, as the perceptions gathered during the dissertation 

research can be utilised to enhance collaboration and coordination processes.  

Fifthly, a great deal of research has been done on each of the institutional 

approaches (i.e. rational-choice institutionalism, sociological institutionalism, historical 

institutionalism, and discursive institutionalism) to understand institutional stability or 

change in various case studies. Scholars have suggested that each approach is 

incomplete and overlapping, thus it is proposed here to combine these approaches, for 

example the combination of rational choice of institutionalism and historical 

institutionalism (Hall, 2010; Katznelson & Weingast, 2005; Lindner, 2003; Scharpf, 
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2000; Stacey & Rittberger, 2003; Wolff, 2012). The combination of these approaches 

emphasises that actors can take some strategic decisions based on their interests and 

preferences, but policy change may be restricted and difficult to change because of the 

path-dependency of previous institutional choices. These combinations may also be 

combined with other approaches such as discursive institutionalism, which emphasises 

the roles of ideas and discourses, to understand complex phenomena such as 

globalisation and domestic policy change in the context of the global sustainability 

agenda. To the best of my knowledge, research using this combination in empirical 

studies is still rare. This dissertation aims to fill this knowledge gap and provide 

empirical evidence which utilises the combination of elements in each approach to aid 

understanding of institutional stability and change for implanting the sustainability 

agenda. 

This dissertation aims to fill gaps in knowledge associated with these five 

areas to shed light on the influence of the global sustainability agenda, globalisation 

and institutional change in the Indonesian palm oil sector. This study also serves as a 

starting point for future research and contributes to these debates from the lens of 

institutional theory.  
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CHAPTER 3 

METHODOLOGY 
 

3.1. INTRODUCTION 

This dissertation examines the influence of the global sustainability agenda on 

domestic policy change. The previous chapter reviews literature relevant to this study 

and identifies gaps in knowledge, which in turn leads to the research questions. 

Specifically, the main research question is: How, and to what extent, does the global 

sustainability agenda and the actors involved influence domestic policy change? The dissertation 

analysis the sustainability agenda as held by international institutions and actors in 

order to determine to what extent policy globalisation influences the national process 

of institutional and policy making. The phrase ‘’to what extent’’ implies that the 

domestic institutional change might have occurred as a result of: global influences; 

dynamics in domestic arena itself; or the combination of both. The three research 

questions were generated as questions tractable to analysis that would contribute to 

answering the main research question. The first research question investigates power 

relations between multi-level actors and their influence in policy making in the 

Indonesian palm oil sector. The methods applied are stakeholder analysis and influence 

mapping in order to identify and how those stakeholders exerted influence on 

initiation of the ISPO policy. The second research question seeks to analyse how 

international institutional arrangements influence stability and change in the 

development of national institutions for sustainability in the Indonesian palm oil sector 

over time. This study uses historical and content analysis of policy and legislation, 

together with interview transcripts, within a theoretical and analytical framework of 

historical institutionalism, path dependence, and institutional change. The last stage of 

this study was designed to reveal discourses related to the Indonesian palm oil sector’s 

global and national sustainability agenda and answer the question on whether or not 

the rise of transnational governance ‘hollows-out’ the state. Discourse analysis with Q 
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methodology was used in this stage of research to explore and investigate patterns of 

shared viewpoints, attitudes, beliefs, opinions, and subjectivity of the stakeholders. 

This chapter provides an overview of the research design and methods to show how 

the research questions link together within a coherent methodological approach. 

Detailed methodology is provided in each of the research chapters. 

3.2. RESEARCH METHODS AND DESIGN 

 This dissertation aims to examine the complexities and dynamics of some of 

the international institutions, national institutions and local institutions related to the 

sustainability agenda, and in so doing, fill the knowledge gaps identified in Chapter 2. 

Choosing appropriate, interlinked, approaches and methods is important as the 

dissertation analysis is at multiple levels of governance. Whilst quantitative approaches 

are used to study the relationship between variables, however, it would be difficult to 

only use a quantitative method (for example using a survey) as the voices of 

participants might not be directly heard. Likewise, although qualitative research 

methods can provide a narrative view of a research problem, there can be subjectivity 

and researcher-bias in data collection and analysis (Patton, 2002).  

 The global sustainability agenda and its influence on domestic policy change is 

a domain with high complexities, and involves a range of institutional forms and 

actors, it is appropriate to apply a mixed methods approach. The general definition of 

mixed methods, according to Johnson, Onwuegbuzie & Turner (2007) is: ‘The type of 

research in which researcher or team of researchers combine elements of qualitative 

and quantitative research approaches (e.g. use of qualitative and quantitative 

viewpoints, data collection, analysis, inference techniques) for the broad purposes of 

breadth and depth of understanding and corroboration’’ (Johnson, Onwuegbuzie, & 

Turner, 2007, p. 123). The combination of both approaches provides better 

understanding of research problems than either approach alone (Creswell, Clark, & 

Plano Clark, 2007). Moreover, the mixed methods enhance richer data, avoid ‘’elite 

bias’’, help to validate results, enable confirmation, as well as initiate new modes of 

thinking by attending to paradoxes that emerge from the two data sources (Sieber, 

1973; Rossman and Wilson, 1985 in Johnson, Onwuegbuzie, & Turner, 2007).  



51 
 

This dissertation uses an exploratory sequential mixed methods design (i.e. 

taxonomy development model) (Creswell et al., 2007), initiated by exploring the 

phenomenon or topic qualitatively. Afterwards, a quantitative phase is used to test and 

generalize the initial findings. The rationale of this approach is that the qualitative data 

provide the understanding and framing of the problem as there was a lack of previous 

research of the problem identified. The quantitative data then helps to generalize the 

qualitative data and avoid researcher-subjectivity and bias of qualitative data, as well as 

expanding the understanding (Cameron, 2009; Cresswell, 2014; Creswell et al., 2007). 

The research is divided into three stages. The first stage was stakeholder 

analysis. Actors in the palm oil sector are abundant, as it is an important part of the 

Indonesian economy, with social and environmental ramifications involving multiple 

ministries in the Government. The section connects with the global supply chain 

receives considerable attention from various non-government groups about 

sustainability of palm oil. This increases the number of stakeholders involved in this 

sector beyond the domestic sphere. In consequence, it is important to firstly identify 

the stakeholders in the international, national and local levels involved in this sector 

and have a role in the development of the ISPO policy. Using stakeholder analysis as a 

tool, this stage identified the list of the stakeholders including their interests, power 

relations, knowledge and positions to the policy. It aimed to answer the first research 

questions on how power between international, national and local actors is distributed 

in the Indonesian palm oil sector. The analysis of power relations, leadership, 

knowledge, and position helps to provide an understanding of how actors exerted 

influences on the initiation of Indonesian sustainable palm oil policy.  

The second stage of the study was designed to answer the second research 

question on how international institutional arrangements influence stability and change 

in the development of national institutions for sustainability in the Indonesian palm oil 

sector. For a better understanding of the original, distinct culture and the problems of 

how the sustainable palm oil policy in Indonesia arose, it is important to ‘look back’ 

and examine the institutional arrangements of sustainable palm oil in Indonesia and its 

development over time (from inclusion of sustainability principles to the publication of 

ISPO policy) both nationally and internationally. Moreover, significant political 

outcomes are best understood as a product of both ‘rule-following’ and ‘interest-
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maximizing’ in the past (Steinmo, 2008). Historical analysis is thus needed to see how 

the institutional development occurred. An historical institutionalism approach is used 

in this study because it provides a perspective and framework that analyses the 

historical record of institutional development, and so helps to provide an understand 

how this influences an actor’s decision making process over time. With the analysis of 

cross level (international-national) institutions we can understand better whether the 

change was driven exogenously (i.e. by change outside the country) or endogenously 

(i.e. by change within the country).  

 Thirdly, after identifying the stakeholders, their interests, power relations, and 

other characteristics in the first stage, it is important to reveal their perceptions on the 

ISPO policy and the sustainable palm oil sector in general. The third research question 

is on what discourses have emerged related to the global and national sustainability 

agenda in the Indonesian palm oil sector. This can be answered by digging deeper into 

the actor’s thoughts and discourses around them and so contribute to answering the 

main research question on to what extent the global sustainability agenda influences 

domestic policy change, from the point of view of the stakeholders. We chose 

discourse analysis using Q methodology as an approach as it combines the exploratory 

sequential qualitative data from interviews with quantitative frameworks to test and 

corroborate the initial findings (Davis & Michelle, 2011; Watts & Stenner, 2012). Q 

methodology is a powerful methodology for exploring and explaining patterns in 

subjectivities, generating new ideas and hypotheses, and identifying consensus and 

contrasts in views, opinions and preferences (Brown, 1993; Van Exel & de Graaf, 

2005). Q methodology helps to eliminate the subjectivity which is typically associated 

with qualitative research, yet it maintains the relationships among themes within the 

data and minimizes the impact of the researcher’s frame of reference through 

application of statistical analysis (i.e. the quantitative approach), and therefore increases 

objectivity (Newman & Ramlo, 2010). Perceptions and subjectivity of stakeholders are 

varied, and a quantitative approach helps to validate, confirm and corroborate each 

stakeholder’s perception. A more detail explanation on how data were gathered and 

interpreted is presented in the following section.  
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3.3. DATA ACQUISITION & INTERPRETATION 

 The first stage of this study was to answer the first research question, using a 

stakeholder analysis approach, on how power between international, national and local 

actors was exercised, and ask how did it influence policy making in the Indonesian 

palm oil sector. Primary data were collected using semi-structured interviews. In total, 

30 interviewees, representing a range of stakeholders related to palm oil sector were 

been interviewed. The sampling was selected purposively to cover as many groups of 

stakeholders as possible, so that the sample was not dominated by certain groups. 

Most of the stakeholders were individuals who are the key representatives of the 

groups to which they were assigned in the stakeholder analysis. They included: the 

ISPO commission, national and district governments, the RSPO representative, local 

and international NGOs, a large scale palm oil company, smallholders, palm oil 

auditors, consultancy companies, the certification body, academics, and media. These 

stakeholders were interviewed through face to face meetings or through telephone, e-

mail, and skype. In order to ensure that the responses of the stakeholders were 

recorded, a digital voice recorder was utilized to record the responses. The interviews 

with the stakeholders were also conducted during several gathering events, including: 

 ‘Roundtable Discussion on Sustainable Palm Oil’ event with 66 participants 

involved (The Hague, The Netherlands, September 12, 2013). 

 Sustainable Palm Oil Initiative (SPOI) national platform held by Ministry of 

Agriculture in partnership with UNDP (Jakarta, October 3, 2014). 

 ‘Socialization on new Indonesian Sustainable Oil Palm plantation policy (Ministry 

of Agricultural Decree No. 11)’ event (Jakarta, June 12, 2015). 

 ‘Socialization of the results of ISPO-RSPO certification system joint study’ event 

(Jakarta, February 17, 2016).  

At these events, I used focus group discussion methods. The presentations, 

publications, and discussions on the events are also valuable sources with which to 

explore various opinions from the participants regarding the dynamics of the ISPO 
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policy and Indonesian palm oil sector in general. Moreover, I observed the nature of 

relationships between the stakeholders during the events, for instance during the 

discussion and debates (Kitzinger, 1995).  

 The general frame of questions for interview is provided in Appendix 5. They 

encompass questions related to the policy, the roles of individuals or the organization, 

to the initiation and implementation of policy, relationships or coordination with other 

stakeholders, causes of the policy initiation, the dynamics in the palm oil sector, and so 

on. However, I did not follow the frame strictly, as interview processes are 

unpredictable with the interviewees often expanding to other issues that are not 

covered in the initial scheme. Also, the questions needed to be adjusted based on the 

stakeholder’s characteristics. For example, the first question to the smallholders is 

about the familiarity of the ISPO policy to them, if they unfamiliar with it, then the 

next questions switched to palm oil plantations in general. All the interviews were 

transcribed verbatim. Secondary data such as policy documents, presentation notes, 

news, and so on, were also used as additional sources during this stage of data 

collection.  

I adopted the guidelines provided by Schmeer (1999) which use the 

stakeholder’s characteristics namely: stakeholder’s power, leadership, knowledge level, and 

stakeholder’s position. Content analysis of the interview transcripts and secondary data 

sources were utilized to identify whether the stakeholders were low or high on power, 

leadership and knowledge level, and identify whether stakeholders had supporting, 

neutral or opposing positions on the policy. Participants were assigned to these 

categories qualitatively by the researcher. The categorization process was based on 

each characteristics definition. The Stakeholder’s power is the ability of the stakeholder to 

affect the implementation of the policy. Here, ‘power’ measures the resources that a 

stakeholder can mobilize to express their support/opposition towards the 

implementation or socialization of the policy. The stakeholders claiming to possess 

both the resources and the ability to mobilize resources were determined as having 

high power. Those with one or the other were classified as having medium power, and 

individuals with neither were denoted by low power (Rastogi, Badola, Hussain, & 
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Hickey, 2010). A stakeholder’s leadership was defined as the willingness to initiate, 

convoke, or lead an action for or against the policy. Knowledge level of stakeholders 

about the policy was also analysed based on how stakeholders understand and define 

the policy. This is important for identifying stakeholders who oppose the policy due to 

misunderstandings or lack of information. The last characteristic is stakeholder position 

relative to the policy, which defines whether the stakeholder supports, opposes, or is 

neutral about the policy. Finally, the results of analysis of power and leaderships, 

interest, and the knowledge level of stakeholders were qualitatively assessed by the 

researcher to draw a policy network and influence map. The characteristic of 

stakeholders defines their positions in the network (centre, middle, or periphery). For 

instance, stakeholders with high power, high leadership, and high knowledge are placed 

in the centre of the network. This network is drawn manually using Inkscape software. 

The second stage of this study was aimed at analysing the development of 

national and international institutions in the Indonesian palm oil sector. This research 

stage asked how these international institutional arrangements influence the stability 

and change in the development of national institutions for sustainability in the 

Indonesian palm oil sector over time. Answering this question required historical 

research in order to understand how institutions developed over time. In this stage, 

secondary data from various sources, mainly policy documents in the palm oil sectors, 

particularly since 1930 until 2011 (but data onwards has also have been collected as the 

research is ongoing), and international rules and norms which related to sustainability 

concepts and/or Indonesian palm oil sector were collected. Furthermore, scientific 

publications, historical books, news web-articles, newspapers, documents of 

international organisations (accessed via their websites) which contain the historical 

development of institutions in the Indonesian palm oil sector, together with the 

relevant actors and dynamics that occurred during institutional development, were 

gathered in this research stage. Primary data were also collected in this stage to cross-

check with the secondary data, as well as gathering other information about the 

institutional development. Primary data was obtained during semi-structured 

interviews with six stakeholders, including two from the Ministry of Agriculture, one 
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from the RSPO, one academic, one from media and the other one from a palm oil 

plantation company.  

For the qualitative analysis in the second stage, content analysis was utilized. 

This involved investigation of historical records about national and international rules, 

norms, treaties, and events as well as the enforcement of rules impacting development 

of the sustainability concept and moves towards sustainable palm oil institutions. I 

identified how the sustainable development concept in the international field 

developed and how it influenced the national institutions (i.e. when was sustainability 

component institutionalized in policy and when was the ‘sustainability’ word explicitly 

mentioned in the policy or constitution). Various campaigns, boycotts, bans, and other 

requirements from the international organization and actors related to the Indonesian 

palm oil sector were also identified to see how they interacted with the initiation plan 

of the policy. Other dynamics related to institutional development (such as regime 

change) were also identified. I used timeline series for the analytical process and 

analysed key events which had important relevance. Triangulation with the transcript 

from the interviews was used to verify the results.  

The last research question of this study was about the different discourses 

that were perceived by stakeholders on the global and national Indonesian palm oil 

sector sustainability agenda. Q methodology was used in this stage of research. Q 

methodology starts from the assumption that for each social topic there is a ‘flow of 

communicability’ called the concourse. The concourse consists of the things that are 

written or said about a topic that can be socially contested, argued about and debated. 

The qualitative data (i.e. interviews transcript and secondary data) from the previous 

data collection stage were used for generating the concourse. The next step was 

selecting a sample of statements. These statements were selected to represent the 

concourse. Selecting significant statements from the abundant primary and secondary 

data is also as a step to collect the quantitative data. Several methods were utilized to 

reduce statements into manageable numbers, for instance through the process of 

piloting (Watts & Stenner, 2005). However, to capture the statements that best 

represented the concourse of this study, and reduce bias based only researcher’s 
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particular interest; we followed Dryzek & Berejikian (1993) and Takshe et al. (2010) on 

dividing the statements into categories. They divided the ‘discourse elements’ and ‘type 

of claim’ into the categories to help filter the statements. Discourse elements involving 

categories on ontology, agency, motivation, and relationships. Ontology reflects a set of entities 

such as states, nations, individuals, classes, genes, and interests. Agency reflects various 

degrees of agency attributed to these entities. Motivation reflects agents’ recognized or 

denied motivation such as self-interest, public-spiritedness, civic virtue, impartially, and 

survival. Relationships reflects natural or unnatural political relationships mainly taken 

for granted such as hierarchies based on age, education, birth, gender, wealth and 

social class. ‘Types of claim’ has four categories including definitive, designative, evaluative, 

and advocative categories. Definitive reflects the meaning of terms or definition; Designative 

concerning issues of fact; Evaluative relates to something or the worth of something 

that does or could exist; and advocative reflects something that should or should not 

exist. The filtering and categorization process was done by using Nvivo software 

(version 10 and 11). 

The quantitative part of the Q-methodology allowed us to collect data and 

analyse them in a relatively objective way minimising researcher-bias since the 

statements used are generated purely from the participants and not imposed by the 

researcher (Watts & Stenner, 2005). This quantitative approach in the Q methodology 

is known as the Q sorting process, in which participants were selected from the people 

involved in the discourse and asked to sort the selected statements in their preferred 

order of importance on a large table called a Q Grid (see Chapter 6). In this step of the 

Q sorting phase, a total of 27 participants were involved in the process, of which 15 

participants were the same stakeholders that had been interviewed in the first phase. 

Participants were initially asked to read the statements and place them into three 

categories: Agree; Disagree and Neutral in order to ease them on placing the statements 

into the Q Grid. Next, they were asked to rank statements in a forced quasi-normal 

distribution from -5 to +5 depending on how representative or not they are of their 

views, with -5 being ‘mostly disagree’ and +5 being ‘mostly agree’ (see Figure 6.1, 

chapter 6).  
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The analysis for quantitative data in this stage included analysis of the sorted 

statements using a Q factor analysis. For this study, PQ method software was used. 

The results of the Q-sorts were correlated each other and the inter-correlation matrix 

was analysed using Principal Component Analysis and the Varimax rotation procedure. 

The factors were selected based on their eigenvalues which had to be greater than 1.0 

(statistically significant) and also a minimum of two Q sorts had to load significantly on 

that factor (Takshe, Huby, Frantzi, & Lovett, 2010; Watts & Stenner, 2005). The last 

step was to establish trends in the discourse by translating and interpreting each factor. 

Each factor reveals a ‘’general outline’’ of participants with a particular perception. The 

complete research methods and design provided in Table 3.1.    
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Table 3.1. Research Method and Design 

Research Questions 
Cha-
pter 

Conceptual 
Toolkit 

Source of Data Research Methods Type of Analysis 

 
1. How is power 

between international, 
national and local 
actors exercised and 
influences policy 
making in the 
Indonesian palm oil 
sector? 

 
4 

Theory of power 
and policy 
making process. 

 Primary data: Interview 
transcripts and observation 
data. 
 

 Secondary data: Policy 
documents, media 
(websites, magazines, 
newspapers), journal 
articles, working papers. 

 
Qualitative method 
 

 Semi-structured Interviews 
(face to face and internet 
mediated interview), the 
interview were recorded 
and transcribed verbatim. 

 

 Participant observation at 
several oil palm events. 

 

 Review of secondary data 
sources 

 

Stakeholder and 
network 
analysis. 
 

 
2. How do international 

institutional 
arrangements 
influence stability and 
change in the 
development of 
national institutions 
for sustainability in 
the Indonesian palm 
oil sector over time? 

 

 
5 

Historical 
Institutionalism; 
path dependence; 
exogenous and 
endogenous 
institutional 
change.  

 

 Primary data: Interview 
transcripts 
 

 Secondary data: Policy 
documents in palm oil 
sectors, historical record on 
national and international 
institution impacting 
sustainable concept in 
Indonesian palm oil sector 
development since 1930 
until 2011. 
 

Qualitative method: 

 Semi structured interview  

 Review of secondary data 
sources 

 

Historical 
analysis and 
content analysis 
on policy, 
legislation and 
interview 
transcripts. 
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3. Does the rise of 

transnational 
governance ‘hollow-
out’ the state? What 
discourses have 
emerged related to 
the Indonesian palm 
oil sector’s global and 
national sustainability 
agenda? 

 

 
6 

Government to 
governance; 
‘hollow-out’ state 
metaphor and 
transformation; 
dynamic 
governance 
interaction. 
 
 

 

 Primary data: Interview 
transcripts  

 

 Secondary data: 
Observation notes, policy 
documents, media 
(websites, magazines, 
newspapers), academic 
papers. 

 

 
Q methodology using 

qualitative and quantitative 
approaches. 

 

 The interviews transcripts 
and secondary data were 
categorized using type of 
claim and discourse 
elements (coding with 
Nvivo 11 software). 

 Factor analysis conducted 
using PQ Method software 
which followed by the 
interpretation of data. 
 

 

 Discourse 
Analysis 

 

 Content 
analysis 
(extraction of 
Q statements) 

 

 Q Factor 
analysis 
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3.4. RESEARCH ACCESS AND ETHICAL CONCERNS 

To access data and gather interviewees as well as Q sorting participants, I 

used two main techniques, namely gatekeepers and snowballing. Gatekeepers are those 

individuals in an organization that have the power to grant or withhold access to 

people or situations for the purposes of research, while snowballing is the use of one 

contact to help us recruit another contact, which in turn can put us in touch with 

someone else (Seidman, 2006, pp. 43–55). The main gatekeepers in this research are 

the government officials in the Ministry of Agriculture; NGO representatives; and 

local smallholders. The gatekeepers informed and invited me to various sustainable 

palm oil events, and introduced me to other stakeholders. After gatekeepers identified 

the initial participants, a snowballing technique was used to broaden the variety of 

stakeholders. As Seidman (2006) described, introductions from gatekeepers helped to 

even out inherent power relations as a known person introduced the researcher to the 

participant. The researcher was perceived as “friend of a friend,” whereas the 

participant was viewed as an expert on his or her own experiences. Moreover, being in 

the gathering events related to Indonesian palm oil sectors help me to meet other 

stakeholders, it allowed me to introduce myself and my research and to initiate 

appointments for further interview. The stakeholders then selected purposively as I 

needed to ensure that those stakeholders were representing their organisation and 

understood the nature of the Indonesian palm oil sector and the ISPO particularly. 

The value of the study was explained to each participant. Most participant 

organizations found the research interesting and expressed the opinion that it will be 

valuable as the issue of the global sustainability agenda and globalisation related to the 

palm oil sector are important topics. During the data collection stage, I strived not only 

for accuracy but also preserved the right of each participant to withdraw or decline to 

take part in the research. I informed the interviewees and Q sorting participants about 

the objective of the inquiry and that they are free to cancel their participation whenever 

they want. The recording process was also conducted with consent of the participants 

and the participants were informed about how I intended to utilize the recording data 
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in the research. The names of the interviewees have been published with their consent 

and all were offered anonymity and informed about confidentiality 

3.5. RELIABILITY AND VALIDITY 

The selection of mixed methodology for this study was part of the strategy to 

ensure a high degree of reliability and validity. This approach helps to develop holistic 

understanding of the phenomenon and the research problems. Mixed methods 

research is, generally speaking, an approach to knowledge (theory and practice) that 

attempts to consider multiple viewpoints, perspectives, positions, and standpoints 

(Johnson, Onwuegbuzie, & Turner, 2007).  

There are distinctive forms of validity in qualitative and quantitative research 

paradigms. On one hand, in quantitative research, reliability is related to three things, 

namely (1) the degree to which a measurement, made repeatedly, remains the same, (2) 

the stability of a measurement over time; and (3) the similarity of measurements within 

a given time period (Golafshani, 2003, p. 4). Reliability is a pre-condition for the 

validity of quantitaive research, as without reliable measures, a quantitative study is 

treated as invalid (Venkatesh & Brown, 2013). On the other hand, in qualitative 

research, the concept of reliability seems irrelevant and misleading (Stenbacka, 2011). 

Nevertheless, Patton (2002) suggested that validity and reliability are two factors which 

any qualitative researcher should be concerned about while designing a study, analysing 

results and judging the quality of the study.  

As this dissertation used a mixed methods design, we applied several 

approaches to ensure reliability and validity, including triangulation to ensure credibility 

or trustworthiness; researcher bias, and replicability. 

1. Triangulation to ensure credibility and confirmability 

Triangulation aims to reduce bias inherent in any particular data sources, 

investigators, and particularly, method (Denzin & Lincoln, 2005, p. 5). Jick (1979) 

described the advantages of triangulation: (a) it allows researchers to be more 

confident of their results; (b) it stimulates the development of creative ways of 
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collecting data; (c) it can lead to thicker, richer data; (d) it can lead to the synthesis or 

integration of theories; it can uncover contradictions; and (f) serves as a litmus test for 

the competing theories (Jick, 1979).  

Triangulation of the various data and methods that are described above is one 

of the ways of ensuring credibility and confirmability in qualitative research. 

Credibillity and confirmability are components of trustworthiness as a concept to 

ensure reliability in a qualitative approach. Credibility is the confidence of researcher in 

the research study’s findings. Confirmability is the ‘’..qualitative investigator’s 

comparable concern to objectivity’’ (Shenton, 2004, p. 72).  

This dissertation used triangulation by correlating different data sources, 

whether there were primary or secondary data. Interview data were compared to 

observatory data, focus group discussions and a review of various secondary 

documents. We were also able to conduct triangulation of informants as the sample 

involved a wide range of stakeholders to avoid bias from any one dominant group. 

Here the information from one individual representing one organization can be 

verified against others, thus a richer pictures of attitudes, expectation, and behaviour 

could be constructed.  

This study also tried to reconcile the qualitative and quantitative findings. The 

qualitative findings generated from interviews were triangulated through the Q sorting 

process, and the results of the Q sorting process (i.e. the quantitative data) (Chapter 6) 

were reconciled again with the results of the stakeholder analysis (Chapter 4) and 

historical and institutional analysis (Chapter 5). 

2. Researcher bias 

The use of snowball sampling might result in sampling bias since those who 

became participants were referred by other stakeholders interviewed, thereby forming 

a ‘closed group’ of perceptions. In the snowball sampling used in this study because 

there were some stakeholders who are not willing to be identified. Studies about palm 

oil are sensitive issues, and some people, for instance auditors, people from media, 
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smallholders, local people and people from the oil palm companies often do not want 

to come forward and participate in research studies nor to be identified. Snowball 

sampling, therefore, helps with this situation as I asked for a reference from people 

known to each other. Moreover, some stakeholders were the leader in their 

organization, and often had tight schedules, so they might ignore an unknown email or 

message. Being referred by a person who already knows them can make the interview 

easier and more effective as I was known to come from reliable sources. Nevertheless, 

there is some chance even after referrals, that some stakeholders would not be 

cooperative and also might refuse to participate in the study.  

To avoid bias in the third stage of the study, the statements for Q sorting 

process were generated from the interview data (not the researcher’s opinion) and 

secondary data sources. The selection of representing statements were not chosen 

based on researcher’s preferences. The statements were distinguished based on 

‘discourse elements’ and ‘type of claim’ into the categories to help filter the statements 

and minimize researcher bias (see Chapter 6 for details). As mentioned in the 

preceding section, discourse elements involved categories namely ontology, agency, 

motivation, and relationships while types of claim have four categories including definitive, 

designative, evaluative, and advocative categories (Dryzek & Berejikian, 1993; Takshe et al., 

2010).  

3. Replicability 

The most important type of reliability for Q methodology is replicability (Van 

Exel & de Graaf, 2005). The reliability of Q methodology has been demonstrated and 

established by various means over time. Test-retest reliability coefficient of Q sorts has 

been demonstrated to range from 0,8013 upward (Brown, 1980; Van Exel & de Graaf, 

2005), which means that the results are consistent over time. Q Methodology, thus, is a 

                                                                 
13 A test-retest-reliability coefficient is resulted from the same test to the same test respondents on 
two separate occasions. A coefficient between 0,80 and 0,90 are considered as a good reliability, 
whereas coefficient 0,90 and greater are considered as excellent reliability (Tan et al., 2015; Vaz, 
Parsons, Passmore, Andreou, & Falkmer, 2013). 
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reliable measure of the subjectivity of the participants conducting a Q Sort (Nicholas, 

2011). 

3.6. POSITION AS RESEARCHER AND CRITICAL REFLECTION 

In this section, I will describe my reflection and ’research positioning’ and 

how it influenced my research. Global-national interconnectedness is an important 

topic to be studied as it is a prominent phenomenon. Global and national actors may 

have different perceptions and discourses related to one specific aspect. These views, 

perceptions, discourses, have been gathered through research studies and publications 

conducted by various scholars, whether Indonesian scholars or international scholars. 

This has prompted me as a scholar from Indonesia to study what occurred in my own 

country and how it is linked to the dynamics of the global world. Hopefully, I can 

provide an insight from the domestic (Indonesian) sphere, which perhaps was not 

discovered by those working from a global perspective. 

The research of palm oil sector started when I did my master studies. I 

concerned about the ecological aspects of sustainable palm oil and how the local 

ecological characteristics need to be included in the criteria for sustainable palm oil 

standards. When I started my PhD, my multi-disciplinary background encouraged me 

to switch from an ecological study to a more social science study, as this is a good way 

to holistically understand the context of Indonesian palm oil sector. Moreover, I 

continued researching the Indonesian palm oil sector as a case study, not only because 

I am an Indonesian who wants to contribute to this sector academically, but this sector 

has received a lot of attention globally, particularly regarding its sustainability.  

The palm oil sector in Indonesia, nevertheless, is a sensitive topic because it is 

the subject where there are strong debates between the groups with the economic 

belief in this commodity, and the groups who fight for environment, conservation and 

social values (See Chapter 6). I always tried to put myself in a neutral position as a 

researcher, even though the stakeholders I interviewed gave various responses to me. 
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CHAPTER 4 

INVESTIGATING STAKEHOLDER POWER RELATIONS IN 

GLOBAL AND DOMESTIC NETWORKS: THE CASE OF 

INDONESIAN SUSTAINABLE PALM OIL POLICY 
 

 

Abstract 

 

Sustainability is a global political agenda, simultaneously connecting people and 

organisations across various interests and hierarchies of power. As such, power in 

global networks can influence the domestic policy-making process. This study uses the 

controversial Indonesian sustainable palm oil policy to explore global-domestic 

interconnections. The aim is to investigate and understand how power is distributed 

between international, national and local actors in the Indonesian palm oil sector. We 

use stakeholder analysis to identify hierarchies of power and leadership, knowledge 

levels, and stakeholder positions in relation to the policy. We create an influence map 

and analyse stakeholder position in the networks. The results demonstrate that the 

politics and decision-making in this sector are located mostly within the framework of 

national government. Stakeholders in the local sector are revealed as having weak 

interconnections and resources and, therefore, less power to influence policy-makers. 

However, in the global network, the power of national government is limited, as the 

power is scattered. We conclude that the concept of sustainability in the international 

arena has swayed the national policy network and influenced the domestic policy-

making process. However, local stakeholders need to be empowered if sustainability is 

to be implemented effectively. 

Notes: This chapter is going to be submitted to the journal ‘’Political Geography’’. 
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4.1. INTRODUCTION 

Analysis of the exercise of power is essential to understanding the interaction 

of actors in policy-making process (Hill, 2005). Globalisation and the interconnected 

nature of the world are simultaneously bringing together people, groups, organisations 

and sectors. These connections can influence horizontal and/or vertical shifts in the 

focus of actors in the policy-making process. Horizontal shifts are shifts from 

government to ‘multi-actor’ or ‘network governance’, with many kinds of new (private) 

actors entering the policy arena to influence policy processes and outcomes. Vertical 

shifts refer to shifts from ‘inter-governmentalism’ to ‘transnationalism’, ‘supra-

nationalism’ and ‘multi-level governance’ (Kersbergen & Waarden, 2004). These 

horizontal and vertical shifts encompass a large variety of stakeholders, each with their 

own interests and power. These shifts in networks raise the question of how dynamic 

changes inside the networks occur, and how power has been exerted to influence 

domestic policy through the global and domestic network of actors. Whilst the high 

politics of the sustainability agenda is played out on the global stage, it is implemented 

also at a local level. So, it is of particular interest to see where the local actors sit within 

the overall networks and hierarchies of power. 

The Indonesian Ministry of Agriculture published the Indonesian Sustainable 

Palm Oil (ISPO) policy in 2011. This is used as a case study to investigate power 

hierarchies and networks. Indonesia is one of the biggest palm oil producers and 

exporters in the world, and so has global interconnectedness. Stakeholders involved in 

the global trade of palm oil range from the public to private sector; developing and 

developed countries; and local, national and international level organisations. In 

addition to sustainability issues 14 , the sector has increasingly complex 

interconnectedness of multi-level stakeholders (Caroko et al., 2011; Schouten and 

Glasbergen, 2012; Pichler, 2013), making it a particularly interesting and important 

topic for study of stakeholder power relations. The ISPO policy plays an important 

                                                                 
14 For instance, doubts on unsustainable practices of palm oil plantation in Indonesia have attracted 
the attention of international actors such as environmental and social NGOs (Greenpeace, 2010, 
2013; Greenpeace International, 2013). 
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role in the Indonesian palm oil sector as it has introduced a sustainability certification 

scheme as a market-oriented instrument aimed at both global trade compliance and 

national sustainability regulation.  

This chapter aims to investigate how power is distributed between 

international, national and local actors in the Indonesian palm oil sector. The analysis 

presented here aims to: elucidate which stakeholders are involved in the palm oil 

sector; analyse how power is exercised in the networks of global and domestic actors; 

and, visualise the relative position of actor influence on the formulation and 

development of sustainable policy in this sector.  

This chapter is divided into six sections. Following the introduction, a 

conceptual framework is development from a review of the literature on power and 

policy-making. The methodology of stakeholder analysis as a tool for examining the 

stakeholders and their power relations and detailed methods are presented in section 

4.3. Section 4.4 presents the results, and discussion and the conclusions are presented 

in section 4.5.  

4.2. CONCEPTUAL FRAMEWORK 

The concept of power is widely contested and debated (Arts & Tatenhove, 

2004). Dahl (1957) defines power as the relationships between people. His concept 

was a pluralist view, with politics and decision-making located mostly in the framework 

of government, but many non-governmental groups also use their resources to exert 

influence (Hill, 2005). Contention about power relationships lies in how power and 

influence are distributed in a political process. The distribution of power may be 

unequal, but tends to be distributed and evened out by the various forms and 

distribution of resources throughout a population. In a simplified example, Dahl 

describes that ‘A has power over B to the extent that he can get B to do something 

that B would not otherwise do’ (Dahl, 1957, pp. 202–203).  

Other perspectives of power are the elitist and Marxist views. The elitist 

perspective considers that the elites are the groups that perform all political functions, 
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monopolise power, and enjoy the advantages that power brings. Gaetano Mosca 

(1939) in Hill (2005) posits that in all societies, two classes of people appear. The first 

class is the elite group as characterised above, and the second class, usually the more 

numerous populations, is controlled by the first, in a manner that is more or less legal, 

but in a way that can be arbitrary and violent. Marxism examines the relationship 

between economic power and political power. Marx considered the modern state as a 

committee for managing common affairs of the bourgeoisie (the businessman or the 

entrepreneur). Miliband (1969) in Hill (2005) takes the Marxist notion that the state is 

an instrument of class domination, and not a neutral agent. The state acts as an 

instrument of bourgeoisie domination in capitalist society for three reasons. First, the 

similarity in social background between the bourgeoisie and members of the state elite, 

that is those groups who occupy senior positions in government, the civil service, the 

military and other state institutions. Second, the bourgeoisie has the power to work as a 

pressure group through a personal contacts or networks and through associations 

representing business and industry. Third, state power is constrained by the power 

objectives of capital. In these ways, the state acts as an instrument serving the interests 

of the bourgeoisie (Hill, 2005). 

Another important perspective on power, particularly in development, is that 

influenced by Michel Foucault’s view on discourse and power/knowledge (Rossi, 

2004). Foucault considered that power is not concentrated in any one particular 

individual, but is found ‘everywhere’ in all social relationships and is not just exercised 

by the state (Foucault, 1980; Hajer and Versteeg, 2005; Hook, 2007; Rydin and 

Ockwell, 2010). Politics is seen as a battle for discursive hegemony, in which actors 

attempt to achieve ‘discursive closure’ by attaining support for their translation of 

‘reality’ (Hajer & Versteeg, 2005; Rydin & Ockwell, 2010). 

The case study used to explore power relations within global, national and 

local networks is the Indonesian Sustainable Palm Oil (ISPO) policy. The ISPO was 

implemented as a mandatory requirement for all palm oil growers, and as a voluntary 

one for the ‘plasma’ outgrowers and independent smallholders. The ISPO certification 

process is carried out by a third-party certification body accredited by Indonesian 
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standards ensures neutrality and transparency. This is so that the results can be 

recognised and accepted by all stakeholders, nationally and internationally. The ISPO 

certification system was officially published through Ministry of Agriculture Regulation 

No. 19/Permentan/OT.140/3/2011 on March 2011 and was revised in 2015 through 

Ministry of Agriculture Regulation No. 11/Permentan/OT.140/3/2015.ISPO. The 

standard was extracted from Indonesian rules and regulations related to the production 

of palm oil. The ISPO is considered to be a strategic policy that aims to fulfil the need 

to enact basic sustainability principles and criteria contained in the Indonesian 

constitution and to guide the palm oil production pathway. However, the ISPO is seen 

as controversial, as it provides very little protection of human rights and community 

livelihoods (McInnes, 2017) and has been perceived as having less ambitious goals, 

particularly related forest conservation (Pirard et al., 2017), compared to other 

sustainability standards for palm oil. 

4.3. METHODS 

Stakeholder analysis as an approach for exploring power relations within 

policy can be used in two ways (Brugha & Varvasovszky, 2000). First, it can be utilised 

for facilitating the implementation of a specific pre-determined policy or policy 

direction, for example, in political mapping (Reich, 1995). Secondly, it is part of 

historical and concurrent analysis to evaluate how policies have developed and the 

feasibility of different policy options and directions (Brugha & Varvasovszky, 2000; 

Holzknecht, 1996). Scholars have applied stakeholder analysis in a range of sectors to 

consider the diverse interest of the various stakeholders with various tools (Grimble 

and Wellard, 1997; Varvasovszky and Mckee, 1998; Varvasovszky and Brugha, 2000; 

Olander and Landin, 2005). For instance, Olander and Landin (2005) used stakeholder 

mapping, together with a power/interest matrix, to describe the influence of 

stakeholders on construction projects.  

This study used qualitative analysis of both primary data and secondary data 

gathered in several steps. First, a list of potential stakeholders was identified. A 

stratified selection of stakeholders was chosen for interview, as outlined below, with 
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additional contacts made based on input from other stakeholders. The second step was 

to gather primary data using 30 semi-structured interviews (directly face-to-face or via 

telephone, email, and skype) of representatives of stakeholders related to the ISPO 

policy and palm oil sector. The interviews were arranged either by appointment, or 

were made opportunistically at workshops and events. Most of the stakeholders were 

individuals who were the key representatives of the groups as they were assigned in the 

stakeholder analysis. Secondary data, such as policy documents, presentation notes, 

news, and so forth, were used as additional sources.  

For the analysis, we adapted and modified the guidelines provided by Schmeer 

(1999) to identify stakeholder characteristics: 

1. Stakeholder’s Power and Leadership: Stakeholder’s power is the ability of the 

stakeholder to affect the implementation of the policy. Leadership is the 

willingness to initiate, convoke, or lead an action for or against the policy. 

2. Knowledge level of stakeholders about the policy: The knowledge of policy is the level 

of accurate knowledge the stakeholder has regarding the policy under analysis, 

and how each stakeholder defines the policy. This is important for identifying 

stakeholders who oppose the policy due to misunderstandings or lack of 

information. 

3. Stakeholder position to the policy: Stakeholder position means whether the 

stakeholder supports, opposes, or is neutral about the policy, which is key to 

establishing whether or not he or she will block the policy implementation. 

Stakeholders were listed and their interests described based on the Schmeer 

(1999) characteristics. A measure of ‘power’ was ascribed based on resources that a 

stakeholder can mobilise to express their support/opposition towards the 

implementation or dissemination of the ISPO. Those stakeholders with resources and 

an ability to mobilise resources were classed as having high power. Those who only 

have resources, but do not have the ability to mobilise them, or vice versa, were 

classified as having medium power. Lastly, individuals with neither resources, nor 

mobilisation ability, were denoted as having low power (Rastogi et al., 2010).  
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Leadership (defined as the ability to initiate action for or against the ISPO) 

was classified as either affirmative, or negative. Participants were assigned to these 

categories qualitatively by the researcher based on interview transcripts, researcher’s 

observation notes and secondary data.  

Three categories for knowledge are used in this analysis (high, medium and 

low). Questions were asked in the interviews about when, or how, the stakeholders 

knew about ISPO policy. Depth of knowledge was assessed from how the questions 

were answered. Stakeholders who said that they only heard about the policy, but knew 

nothing further, were categorised as having low knowledge. Those who claimed they 

knew about ISPO policy and mentioned that some aspects were not clear, or they 

could not answer some questions as they had limited knowledge, were categorised as 

having medium knowledge. Those categorised as having high knowledge understood 

ISPO policy to the extent that, they not only knew the content, but also knew the 

process of formulation and implementation, and challenges and issues faced during the 

policy development. 

Stakeholder positions on the ISPO policy (supporting, neutral or opposing) 

were established by analysing three sources of information: that given by stakeholders 

in the interviews; indirect information gathered through other stakeholders 

(perceptions of others); and secondary information (reports in news articles and so 

forth). Strength of the position was determined by whether or not they had the power 

to influence or block policy implementation.  

Finally, the influence map was drawn. The map is a heuristic representation of 

relative stakeholder position and power to influence the policy. In creating the map, 

the analysis investigated where the stakeholders had been directly involved and had 

made an impact on the policy formulation and implementation process. Data was 

derived from interview transcripts, secondary data (news articles), and observation 

notes. The analysis was cross-referenced to the analysis of power and leadership and 

the knowledge and positions of the stakeholders. The influence map was drawn as a 

series of concentric ellipses in which those with the greatest influence on policy are 

located in the centre, with entities having less influence positioned on the periphery. 
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Each entity is linked each other and represented by lines (Gil, Polikina, Koroleva, 

Leon, & McKee, 2010). 

4.4. RESULTS AND DISCUSSIONS  

4.4.1. LIST OF STAKEHOLDERS AND THEIR ROLES  

The interview data combined with the secondary data were used to identify a 

list of 25 major stakeholders who have influenced, or are influenced by, the ISPO 

policy, together with their interest and roles in ISPO policy formulation process. Some 

data were also compiled from interviews on web-media, or in newspaper articles, to 

crosscheck consistencies of stakeholder interviews. Their descriptions are given below 

and summarised in Table 4.1. 

There are some caveats for interpreting the results. Due to time limitations 

and difficult access to the institutions, we were unable to interview some stakeholders, 

such as Ministry of Cooperatives and Small and Medium Enterprises (SMEs); Ministry 

of National Development Planning (BAPPENAS); the supply chain groups; plasma 

farmers; and domestic and international consumers.  

1. Ministry of Agriculture  

Palm oil is a major agriculture commodity in Indonesia and is managed by the 

Directorate General of Plantation in the Ministry of Agriculture, which is one of 

the key ISPO policy stakeholders as it was published under this Ministry.  

 

2. ISPO Commission 

The ISPO commission was formed under the Ministry of Agriculture. Its main 

task is to facilitate and support all palm oil growers to develop sustainable palm 

oil plantations and to manage the ISPO certification system. The ISPO 

commission functions under, and is directly responsible to, the Minister of 

Agriculture. A Secretariat and the Assessor Team support the commission. 

Members of ISPO Commission consist of Echelon I officials (the highest rank 

for Government officer), but other stakeholders associated with the Indonesian 

palm oil sector can also become a member. Members of the assessor team consist 
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of Echelon II officials and other stakeholders associated with the Indonesian 

palm oil sector. The head of the ISPO commission assigns the Secretariat 

members. The commission has the authority to select the certification body, and 

to recognise or revoke ISPO certification for palm oil companies in Indonesia. 

The commission also initiates stakeholder cooperation nationally and 

internationally for the acceptance of Indonesian sustainable palm oil in the global 

market. 

 

3. Certification body, and auditors 

Certification bodies are independent bodies accredited by the National 

Accreditation Committee (KAN) and recognised by the ISPO commission. 

Auditors have competency based on ISO 19011:2002 qualifications (guidelines 

for quality and/or environment management system auditing) with some specific 

adjustment for ISPO certification. The accredited certification body verifies the 

entire document from the palm oil company being certified. Afterwards, the palm 

oil company will be audited to ensure the company has implemented all the 

Principles and Criteria (P and C) of ISPO. The ISPO commission then will 

examine all the documents for verification. When a company has fulfilled the 

ISPO requirements, the certification body will recommend it be recognised by the 

ISPO commission, which will then publish the ISPO certificate. 

 

4. Ministry of Environment and Forestry 

Under President Jokowi, the Ministry of Environment was merged with the 

Ministry of Forestry to become the Ministry of Environment and Forestry. This 

Ministry is responsible for administrative matters in the environmental and 

forestry sector to assist the President in formulating and determining the policy in 

the field of environment and forestry in a sustainable way. 

 

5. Ministry of Trade directs the formulation of policies related to the development of 

trade and industry in Indonesia. The Ministry of Trade, together with the Ministry 

of Agriculture, actively promote and advocate palm oil trade and its downstream 

products, nationally and internationally. The Ministry of Trade is also responsible 
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for verifying palm oil exports, including crude palm oil and it’s derivatives. The 

verification consists of examination of the physical (e.g. type of products, number 

of products) and administrative information (for example, certificate of company 

registration, tax number) of palm oil export products before and after loading to 

the container and/or ship. A surveyor conducts the verification; i.e. a third party 

company authorised by the Ministry of Trade.  

 

6. Ministry of Agrarian Affairs and Spatial Planning/National Land Agency (BPN) 

oversees land reform, supports conflict resolution and the revision of and 

approval of spatial plans.  

 

7. Ministry of Cooperatives and Small and Medium Enterprises (SMEs) assists the President 

in formulating policies and coordination in the field of cooperatives and small 

and medium businesses, as well as performing the functions of policy 

formulation, implementation coordination, property management, monitoring 

and evaluation reporting in this area.  

 

8. Ministry of National Development Planning / BAPPENAS (Kemenneg VAT) is the 

Indonesian central government institution responsible for assisting the President 

in formulating policy and coordination in the field of development planning. 

BAPPENAS is responsible for the following: preparation of the long-term 

national development plan (National RPJP); translation of the vision, mission, 

and President’s work programme into the national medium-term development 

plan; preparation of the government work plan (RKP); coordination, formulation, 

and assessment of national development planning; and support of the preparation 

of the national budget. 

 

9. National Standardization Agency (BSN) and National Accreditation Committee (KAN) 

The National Standardization Agency (BSN) is a non-departmental government 

organisation with the main task of developing and fostering standardization 

activities in Indonesia. Implementation of tasks and functions of the BSN is 

accredited by the National Accreditation Committee (KAN). KAN establishes 
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accreditation, giving consideration to the BSN and offers advice in setting the 

accreditation and certification system. BSN and KAN have a role in accrediting 

the certification bodies.  

 

10. Provincial and district government 

Provincial and district governments have the authority to issue location permits 

and conduct environmental impact assessments. Depending on the scale and 

geographical location of the proposed concessions, provincial and district 

governments also have the authority to issue plantation permits that enable 

investors to start operations. In the ISPO certification system, the Governor of 

each province, or the Mayor/Regent of the city, has a role to sanction palm oil 

companies that have not requested the certification process. The sanction is 

demotion from Plantation Class (From Class I, II, or III) to Class IV, based on 

Act No. 4, Permentan No. 11 Year 2015. The Governor or Major/Regent also 

has the right to revoke the Plantation Permit (IUP) when the companies do not 

meet conditions stated in Act no. 6, 7, and 8 in Permentan No.11 year 2015. 

 

11. Large scale oil palm companies. 

Large-scale oil palm companies are defined as growers or companies who have 

commercial oil palm plantations and have a legal permit. Large-scale plantations 

consist of two types: National Large Scale Plantations and Private (National or 

International) Large Scale Plantations. ISPO certification for large-scale oil palm 

growers whether they have integrated mills or not, is mandatory. 

 

12. Plasma farmers 

Plasma farmers are growers who cultivate palm oil under contract and direction 

of either government, or the private sector. The basic concept is that the 

Government plantation companies or private plantation companies provide 

technical assistance and inputs of seed stock, fertilisers and pesticides on a loan 

basis, sometimes partially subsidised by the Government. Based on the revised 

regulation (The Ministry of Agriculture Regulation No. 11 year 2015), 

implementation of the ISPO certification system for plasma farmers is voluntary. 
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This has been changed from the first decree No. 19 Year 2011 (where all growers 

had to be mandatorily certified by ISPO).  

 

13. Independent Smallholders 

Independent smallholders are the growers who cultivate oil palm without direct 

assistance from government or private companies. They sell their crop to local 

mills, either directly, or through traders. Based on the new Ministry of Agriculture 

Regulation No. 11 year 2015, implementation of ISPO certification system for 

independent smallholders is voluntary. 

 

14. Palm oil supply chain groups: Trader, Transporter, Refiner, Manufacturer and Retailer 

In the palm oil supply chain, the trader stores and sells the palm oil products, 

which are then shipped by the transporter. The palm oil is then refined into palm 

olein (the liquid portion) and palm stearin (the solid fat portion). The palm olein 

and stearin go to the manufacturer who produces products and consumer goods, 

such as foodstuffs and cosmetics, as well as packing and labelling the products. 

Manufacturers purchase the palm oil product based on consumer preferences 

before distributing it to the retailer. Some large companies have integrated supply 

chains, while others do not. 

 

15. Roundtable on Sustainable Palm Oil (RSPO) 

The roundtable comprises plantation companies, processors (or refiners) and 

traders, consumer goods manufacturers and retailers of palm oil products, 

financial institutions, environmental NGOs and social NGOs, from the many 

countries that produce or use palm oil, including Indonesia. The WWF initially 

explored the possibilities for a Roundtable on Sustainable Palm Oil. The result 

was informal cooperation between Aarhus United UK Ltd, Migros, Malaysian 

Palm Oil Association and Unilever, together with the WWF in 2002. In April 

2004, the RSPO was formally established under Article 60 of the Swiss Civil 

Code. The RSPO has more than 2,500 members worldwide who represent all 

links along the palm oil supply chain. About 12 million tonnes of palm oil were 

certified by the RSPO (representing 17% of palm oil produced globally). Of the 
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RSPO-certified palm oil, 51% came from Indonesia, 42% from Malaysia and 7% 

from other countries (RSPO, 2016). 

 

16. Indonesian Palm Oil Producers Association (IPOA or GAPKI) 

IPOA, or better known as GAPKI, was established in 1981 to unite palm oil 

businesses under one organisation following the emergence of the new palm oil 

Industry Corporation. Initially, GAPKI members comprised only 23 plantation 

companies, including government-owned plantations; foreign privately owned 

companies, as well as Indonesian owned, and oil palm farmers who are members 

of cooperatives. Currently, GAPKI’s membership comprises 644 plantations 

divided into central members from the Provinces of Java and branch members 

from other large provinces in Indonesia, including Sumatera, Kalimantan and 

Sulawesi. The main boards are chosen from company representatives and are 

divided into advisory board, executive board and supervisory board. GAPKI’s 

central secretariat is based in Jakarta, but each branch has its own chairman and 

secretariat. GAPKI declared themselves as government partners and provided 

input in formulating government policies relating to palm oil industries to 

improve competitiveness of the Indonesian palm oil business. GAPKI has 

continuously organised exhibitions, conferences and roundtable meetings to 

promote the Indonesian palm oil industry and keep stakeholders updated with 

palm oil market trends and price outlooks, as well as drawing attention to the 

latest issues in the industry, including regulation and policies. GAPKI’s strategic 

vision is to build Indonesia’s palm oil industry sustainably. GAPKI was a member 

of the RSPO until October 2011, when they withdrew their membership to 

support the ISPO policy published by the Government.  

 

17. Indonesian Palm Oil Board (IPOB or DMSI) 

IPOB comprises stakeholders from upstream and downstream in the palm oil 

industry, such as GAPKI, Indonesian Oleochemical Producer Association 

(APOLIN), Indonesian Biofuel Producer Association (APROBI), and Indonesian 

Palm Oil Smallholders Association (APKASINDO). It was formed in 2006 in a 

self-declaration in Bali. The IPOB goals are to increase coordination and 
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cooperation among stakeholders, as well as facilitating national palm oil 

regulation and policies that are capable of bringing stakeholders to a stronger 

position in the international market whilst maintaining environmental balance.  

 

18. United Nation Development Programme (UNDP) 

In order to facilitate sustainable palm oil production in Indonesia, the Ministry of 

Agriculture, United Nations Development Programme (UNDP) and several 

multinational corporations have partnered to develop the Sustainable Palm Oil 

(SPO) Initiative, which started in 2013. The SPO initiative aims to support 

sustainable production and use of palm oil, while minimising adverse 

environmental and social impacts. It also seeks to improve the capacity of small-

scale farmers to produce sustainable palm oil, and promote the Indonesian 

Sustainable Palm Oil System (ISPO) in the international community. SPO is a 

five-year project working at the national level and, also, in three pilot provinces 

(Riau, South Sumatra, and West Kalimantan). The UNDP role in the ISPO is also 

important, as the RSPO-ISPO joint study was part of the SPO initiative. The 

objective of the study was to promote sustainable palm oil production and 

operation in Indonesia. 

 

19. International Non-Governmental Organisations (NGOs) 

International NGOs have complained about the creation of the ISPO by the 

Indonesian Government, as they see the move as reducing engagement with 

international NGOs. However, international NGOs also view the ISPO 

positively, as it is mandatory for some producers; although they consider it only 

goes part way toward establishing sustainable industries. The existing ISPO 

principles and criteria lacked some critical aspects, and required stronger criteria 

on deforestation, peat, greenhouse gas (GHG) emissions, and high conservation 

values (HCV). International NGOs considered that the international consumer 

would not recognise the ISPO if it were not keeping up with global market 

demand. They saw the RSPO as superior in the global market, as it was created 

before the ISPO and, also, because consumer’s demands on sustainability were 

addressed in their principles and criteria.  
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20. Local NGOs 

Local NGOs include organisations such as Sawit Watch and SPKS (Palm Oil 

Smallholders Association). Their roles encompass informing smallholders of 

regulations related to palm oil plantations and to assist in implementation. They 

help in advocating for smallholders when they are in dispute (for instance, 

between the smallholders and large palm oil companies). Most of the NGOs 

criticise the weak disincentive mechanisms of the ISPO. The local NGOs support 

the ISPO policy in principle. However, they emphasise it is important to inform 

the farmers about the ISPO and how it may benefit them. They also encourage 

the Government to empower farmers in the organisation, and help tackle 

farmer’s problems before certifying their plantation. 

 

21. Consultancy Companies 

This group contains a wide range of experts in the oil palm plantation industry. 

They hold seminars, workshops, education and training, and provide multi-

stakeholder consultation, development and strategic advisory businesses 

nationwide. Some palm oil companies had employed consultants before the ISPO 

certification assessment process to help them prepare. Some research consultant 

communities have provided training and seminars for the ISPO. The Directorate 

General of Plantations published an official letter in 2012 stating that, to avoid 

mistakes in delivering information about the ISPO, seminars and training for the 

ISPO temporarily only can be held by the ISPO Secretariat Commission. 

However, other organisations can be appointed to host the seminars or training 

for ISPO, once ISPO documents are completed.  

 

22. Media 

Various media report on palm oil in Indonesia and provide news related to the 

palm oil sector, for example on new policies and technology. The media has a 

role in informing all the stakeholders about the ISPO and its development. The 

media can have an enormous effect on policy implementation since they can 

produce a negative or positive image on ISPO. 
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23. Affected local community 

The affected local communities are all local residents who experience the impacts 

of oil palm production, whether they are indigenous or settlers. Some residents 

feel that oil palm has positively affected their livelihoods by providing a steady 

income, access to health facilities and basic education. However, other residents 

consider oil palm as having had negative impacts on their livelihoods and capital. 

Some local residents interviewed did not know about certification for palm oil or 

the ISPO. 

 

24. Domestic Consumers 

Domestic consumers are the people who aim to buy palm oil and its derivate 

products in the Indonesian domestic market. Some domestic consumers bought 

palm oil based on its price, while others were concerned about whether it is 

sustainably produced or not. The research observations suggest that most 

consumers in Indonesia who buy palm oil as frying oil still prefer cheap oil 

without wanting to trace its origins or find out how it is produced.  

 

25. International Consumers 

Based on observations conducted for this research, international consumers, such 

as consumers from the Netherlands, are concerned about how products using 

palm oil are produced. For example, one popular international cosmetic brand 

labelled their use of sustainable palm oil ingredients, while another brand 

marketed its product as produced with ‘’No palm oil used in their ingredients’’. 

However, in countries such as India, consumers still prefer a cheaper oil to one 

from a sustainable and traceable source (Hucal, 2015; Parija, 2016). Nonetheless, 

international consumer preferences will influence manufacturers to use 

sustainable or unsustainable palm oil in its ingredients. 
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Table 4.1. Summary of stakeholders related to the ISPO policy and their interests. 

No

. 
Stakeholders Interests 

1 Ministry of Agriculture 
Maintain palm oil plantation and production; 

ensure the sustainability of palm oil 

2 ISPO Commission 

Disseminate the ISPO to all national and 

international stakeholders; 

Implement the ISPO. 

3 Certification body and auditors Gain more companies to be certified 

4 

 

 

 

 

 

The related 

ministries 

Ministry of Environment 

and Forestry 

 

Managing the environmental issues and forestry 

sectors related with palm oil sector. 

5 Ministry of Trade 
Managing trade of palm oil sectors, promoting 

palm oil to the international consumers. 

6 

Ministry of Agrarian 

Affairs and Spatial 

Planning/National Land 

Agency (BPN) 

Managing land issues for palm oil growers. 

7 
Ministry of Cooperatives 

and SMEs 

Managing cooperatives and labour union in palm 

oil sector. 

8 

Ministry of National 

Development 

Planning/BAPPENAS 

(Kemenneg VAT) 

Realisation of high quality of medium or long-

term development plan in palm oil sector. 

9 

National Standardization Agency (BSN) 

and National Accreditation Committee 

(KAN) 

Standardise the ISPO standard and accrediting the 

certification bodies. 

10 Provincial and district government 
Meet central government requirements; issue 

location permits. 

11  

Oil palm 

growers 

Large scale oil palm 

companies. 
Increase sales volume and revenue 

12 Plasma farmers Maintain and increase revenue 

13 Independent smallholders Maintain and increase revenue 

14 
 

 

Trader Store palm oil; buy and sell palm oil. 

Transporter Ship the palm oil products. 
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No

. 
Stakeholders Interests 

Palm oil supply 

chain groups 

Refiner Refine palm oil into palm olein and stearin. 

Manufacturer 
Produce ingredients and consumer goods; 

pack/label consumer goods. 

Retailer 
Distribute labelled goods; sell goods to 

consumers. 

15 
Roundtable on Sustainable Palm Oil 

(RSPO) 

Ensure the sustainable palm oil production, gain 

more companies to be certified. 

16 
Indonesian Palm Oil Association (IPOA or 

GAPKI) 

Express the palm oil company’s (member) 

interests and opinions. 

17 
Indonesian Palm Oil Board (IPOB or 

DMSI) 
Express the member’s interests and opinions. 

18 
United Nation Development Programme 

(UNDP) 

Promoting sustainable palm oil by reducing 

deforestation and facilitating structural change in 

the palm oil sector. 

19 
Non-Governmental 

Organisations 

(NGOs) 

International 

NGOs 
Campaigning sustainability 

20 
 

Local NGOs 

Campaigning sustainability, inform and assist 

smallholders in implementing the regulations for 

palm oil plantations. 

21 Consultancy companies 
Conducting relevant research; hired by companies 

to be their internal consultants 

22 Media 
Publish interesting news; increase magazine’s sales 

revenue 

23 Affected local community 
Having positive impact from palm oil sector (No 

conflict resulted, steady income). 

24 Domestic consumers 

Most domestic consumers prefer cheap product 

while others concerned on sustainable palm oil 

product. 

25 International consumers 

In some developed countries, consumers already 

prefer sustainable palm oil and its derivative 

products, while in developing countries most 

consumers still prefer cheap oil rather than a 

sustainable palm oil product. 
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4.4.2. POWER AND LEADERSHIP ANALYSIS, KNOWLEDGE LEVEL AND 

STAKEHOLDER POSITIONS ON ISPO POLICY 

4.4.2.1. POWER AND LEADERSHIP ANALYSIS 

The relative importance of stakeholders is defined here as their ability to 

affect the implementation of policy. Power is defined as the quantity of resources, and 

ability to mobilise those resources, for or against the policy. Leadership is defined as a 

willingness to initiate, convoke, or lead an action for or against the policy. 

Table 4.2. Power and leadership analysis  

Group 1: 

Leadership/High 

Power 

Group 2: 

Leadership/Medium 

Power 

Group 3: 

No Leadership/High 

to Medium Power 

Group 4: 

No Leadership/Low 

Power 

 

 Ministry of 
Agriculture 

 ISPO 
Commission 

 The related 
ministries 

 GAPKI 

 National and 
local NGOs 

 International 
NGOs 
 

 

 Provincial and 
district 
government 

 DMSI 

 UNDP 

 Certification body 
and auditors 

 RSPO 

 International 
consumers 

 Domestic 
consumers 
 

 

 BSN/KAN 

 Media  

 Consultancy 
companies 

 Large scale oil 
palm companies 
 

 

 Plasma farmers 

 Independent 
smallholders 

 Affected local 
community 

 Palm oil supply 
chain groups 
 

 

 

From Table 4.2, we can identify patterns of power and leadership in the 

Indonesian palm oil sector related to the ISPO policy. Group 1 comprised 

stakeholders who have high leadership and high power. The Ministry of Agriculture 

has high power and leadership as the Ministry is the main actor on this policy since 

they formulate and determine the policy. The ISPO commission was formed under the 

Ministry of Agriculture and this ministry regulates the organisation. The related 

ministries also have high power and leadership, since the ISPO contains regulations 

from several ministries and they have to implement the regulations included in the 

ISPO. These ministries can also impose sanctions on principles and criteria, which are 

based on the regulation under the authority of each ministry. Other stakeholders in this 

group were GAPKI, national and local NGOs and International NGOs. GAPKI has 
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acted as a partner of the Government. Representing the palm oil plantation companies, 

GAPKI has a high level of resources to influence its members. Moreover, their 

willingness is also high as GAPKI has a great interest in stabilising their businesses, 

whether it is domestic or international. Local NGOs, such as those representing the 

Smallholders Union, have high power and leadership to initiate, or be against, the 

policy, as they are closely connected with the smallholders group. International NGOs, 

such as environmental and social NGOs, on the other hand, have high resources and 

willingness to publish evidence in order to campaign for their goals. For example, 

environmental NGOs have a willingness to ensure sustainability of palm oil. 

Therefore, they mostly campaign about how palm oil plantations destroy forests and 

biodiversity, while social NGOs mostly campaign about the rights of labour and local 

or indigenous people in the palm oil plantation area.  

The stakeholders in Group 2 have leadership and medium power. The 

leadership is based on their position as important organisations with resources to 

support, or be against, ISPO policy. The medium power that they have means that 

their support or rejection cannot change the policy itself, but it may influence other 

stakeholders and implementation of the policy on the ground. Provincial and District 

Government, DMSI, UNDP, Certification body and auditors, RSPO, and domestic 

and international consumers belong to this group.  

Group 3 represents stakeholders with no leadership authority, but have 

medium to high power. BSN and KAN and the media have no interest in the policy. 

Therefore, they have no leadership. However, they have power to influence 

implementation of the policy. Large-scale oil palm companies have medium power, 

since the ISPO can be implemented when companies have fulfilled all the principles 

and criteria within the ISPO. However, the large-scale companies cannot lead an action 

against the policy, since it is a legal obligation for them. When they are against the 

policy, they are sanctioned.  

Group 4 comprised stakeholders with no leaderships and limited resources 

and ability to mobilise those resources for or against the policy. Thus, they have low 

power. Plasma farmers, independent smallholders, affected local community and the 
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supply chain groups including traders, transporters, refiners, manufacturers, and 

retailers were categorised into this group.  

4.4.2.2. KNOWLEDGE DATA ANALYSIS 

The analysis of knowledge data is important in the case of the ISPO, since it is 

a new policy. The level of knowledge stakeholders had about the ISPO was ascertained 

during the interview sessions to identify how knowledge data influences support or 

opposition of stakeholders to policy. The analysis of stakeholder’s knowledge data is 

compiled in Table 4.3. 

Table 4.3. Knowledge data on ISPO policy 

Knowledge Levels 

Group 1: HIGH Group 2: MEDIUM GROUP 3: LOW 

 Ministry of Agriculture 

 ISPO Commission 

 GAPKI 

 IPOB 

 Certification body and 

auditors 

 RSPO 

 UNDP 

 Consultancy company 

 Related ministries 

 BSN and KAN 

 Media 

 Large scale oil palm 

companies 

 Local NGOs 

 International NGOs 

 Plasma farmers 

 

 

 

 

 

 

 

 Independent 

smallholders 

 Affected local 

community 

 

 

Based on the analysis, Group 1 has high knowledge about ISPO policy. The 

ISPO Commission and Ministry of Agriculture naturally have to master this policy, 

since they created and implement the policy. Certification body auditors were trained 

by the ISPO commission and have to pass examinations to test their knowledge. 

Therefore, they understand the ISPO and how it is implemented. The RSPO has a 

similar system. So, the ISPO is not something new for them. Others, such as GAPKI 

and IPOB, and the related ministries, were also involved in the formulation of ISPO.  
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Group 2 comprised stakeholders with a medium level of knowledge about the 

ISPO. These stakeholders know the ISPO, its aims, and its background, but their level 

of knowledge was limited and they did not master the policy. Their nucleus company 

guided the plasma farmers. So, the company should inform their knowledge about the 

ISPO. The international NGOs are categorised here, since one of the international 

NGOs expressed concern that, during development of the ISPO, the organisation 

tried to be invited to contribute and asked many questions by email, but there was no 

response. Here, this NGO feels that lack of engagement with the NGO occurred 

especially in the developmental stage of the ISPO. However, one of the stakeholders 

involved in the policy formulation process verified that they had invited some NGOs 

for some parts of formulation stage. Moreover, all the information was available on a 

website, so they assumed that interested parties were already informed. 

The independent smallholders and local community in group 3 had a low level 

of knowledge on ISPO policy. Most of them did not know what ISPO is. They also 

did not know what certification means. This low knowledge level of ISPO resulted 

because dissemination of the ISPO policy to smallholders was limited. Moreover, since 

it is voluntary for smaller producers, the ISPO commission appears to be initially 

focusing on certification of larger companies.  

4.4.2.3. STAKEHOLDER POSITIONS 

In the analysis, a stakeholder’s position is defined by whether the stakeholder 

supports, opposes, or is neutral to the policy. Table 4.4 illustrates the position of the 

stakeholders relative to the ISPO policy. Several stakeholders stated clearly that they 

fully support ISPO. They also appear to be actively involved in several events on 

promoting the ISPO to other stakeholders. The Ministry of Agriculture and ISPO 

commission are primary stakeholders, and the group who support the ISPO included 

GAPKI and IPOB. UNDP also supported the ISPO, as they started the Palm Oil 

Initiatives, which will help implementation of the ISPO at the level of smallholders. 

However, the UNDP also remain neutral, since their main aim is to help developing 

countries through their programmes.  
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The related ministries, in general, support the policy of ISPO certification 

initiated by the Ministry of Agriculture. No ministries were against this policy in the 

policy planning process. During the implementation process, the related ministries are 

directly involved, as the assessor team to examine and decide which companies will be 

granted with the ISPO certificate. 

The RSPO is in a neutral position and supports the ISPO. The RSPO has to 

support it, since they should engage all the Indonesian stakeholders, including the 

Government. Moreover, one of the RSPO principles and criteria states that there is a 

requirement for compliance with all applicable local, national, and ratified international 

laws and regulations (Principle 2, criteria 2.1). The RSPO could provide potential 

alliances for the Government in implementing ISPO policy and help to promote ISPO 

to international consumers, since the RSPO is already popular with international 

consumers. Therefore, it could assist the ISPO in being recognised in the international 

market. 

The media have a unique status as a stakeholder. They have no actual stake in 

policy formulation and implementation. However, the media can have tremendous 

influence on a project’s outcome, both positive and negative. Therefore, the media 

need to be included as, in practise, they act as an important stakeholder (Olander & 

Landin, 2005). In the ISPO case, the national media interviewed were positive about 

the ISPO. Therefore, the role of the media here is regarded as being supportive to the 

policy.  

A palm oil company will fulfil requirements to be certified by the ISPO, since 

this is the law. However, the companies interviewed asked about what type of 

additional incentives they could obtain from the ISPO. The company questioned 

whether the ISPO could be accepted in the international market, whether now or later, 

since acceptance is important to increase their revenue.  
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Table 4.4. Stakeholder positions on the ISPO policy 

SUPPORT NEUTRAL OPPOSITION 

High                          Moderate 
 

 Moderate             High  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

 
 

 

 

Ministry of 
Agriculture 

ISPO Commission 

Certification body 

Auditor 

The related ministries 

BSN and KAN 

Large scale companies 

Plasma farmers 

Independent smallholders 

RSPO 

GAPKI 

IPOB 

UNDP 

International NGOs 

National and local NGOs 

Consultancy 
companies 

Media 

Affected local 

community 
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The opposing stakeholder groups are from local NGOs and International 

NGOs. No stakeholders were strongly opposed the policy. Most of them moderately 

opposed the policy in a way that they are hesitant on several aspects of the ISPO 

policy, including the aim and function of the policy, the important issues not addressed 

in its principle and criteria, and the incentives and disincentives mechanisms. This 

group of stakeholders also questioned whom actually benefits from the policy. From 

this viewpoint, they started to moderately oppose the policy, since they argued that the 

policy still needed to be strengthened in these preceding aspects. The international 

NGOs, for instance, argued that the process of decision-making lacked stakeholder 

engagement and the principles and criteria of the ISPO, particularly the environmental 

aspects (for example, deforestation, peat land, greenhouse gas emissions and high 

conservation value), need to be strengthened. 

4.4.3. INFLUENCE MAP AND ANALYSIS OF THE NETWORKS 

The influence map in Figure 4.1 presents relationships between actors in both 

global and domestic networks. The map was drawn based on a qualitative assessment 

of where the stakeholders had been directly involved and had made an impact on the 

policy formulation and implementation process. The analysis was cross-referenced 

with the analysis on power and leadership, knowledge and the positions of the 

stakeholders. The series of concentric ellipses from the centre to periphery indicated 

the degree of influence of the stakeholders to the policy. Those with the greatest 

influence on policy are placed in the centre. Gradually, the influence decreases in each 

subsequent layer. Entities that have the least influence are on the periphery. Each 

entity is linked with the others, as represented by lines. 
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Figure 4.1. Influence Map 

The Ministry of Agriculture is in the centre of the map. They are one of the 

most powerful actors. They have responsibility and authority for regulating the 

Indonesian palm oil sector. However, when the issues are inter-related with land, 

environment and forestry, and trade sectors, then coordination is needed with the 

Ministry of Land, Ministry of Environment and Forestry, and Ministry of Trade. They 

have the authority to manage these sectors and impose sanctions on those who 

disobey regulations under each ministry. The ISPO Commission’s power is based on 

their authority for publishing the ISPO certificates. These indicate whether or not a 

palm oil company obeys all the principles and criteria based on Indonesian regulations 

concerning this sector.  

In the next layer of ellipse, GAPKI represents the business interests that have 

built a coalition with, and share the same beliefs as, the Government. GAPKI was 

closely engaged in the formulation, dissemination, and implementation process of the 
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ISPO. They also fully supported the ISPO after their withdrawal from the RSPO. 

GAPKI have a powerful influence on the Government’s decision to issue regulations 

that would force all oil palm companies to adopt the new standard (Caroko et al., 

2011). GAPKI shared the same beliefs as the Government, and are in favour of palm 

oil development first, with environmental sustainability considerations being secondary 

(Hospes, 2014)15. The policy benefits actors with economic interests in palm oil, as the 

ISPO gives more room to expand production (including high conservation areas) than 

the RSPO standards (Hospes, 2014). However, this is still debatable. Based on the 

interviews, several government officers argued that the significant biodiversity and 

ecosystem values are already covered through wildlife reserves, nature reserves, 

national parks, natural recreation parks, hunting/game parks, and forest parks 

(Presidential Decree Number 32 of Year 1990, article 37). However, if the policy 

provided greater room for expansion, it would result in a higher production of palm 

oil, as well as maintaining a high foreign exchange income for exported palm oil 

products. Thus, the status of Indonesia, as a top producer of palm oil in the global 

world, would remain. 

In the same layer with GAPKI are international and national NGO actors on 

the opposite side of coalition from the Government, yet with high power and 

influence. Although they have no direct access to the Government, they have 

considerable ability through their campaigns and publications to influence other 

groups, such as manufacturers and consumers, to change their behaviour. These 

campaigns mostly address environmental, health and social issues affected by the 

Indonesian palm oil sector. During the formulation of the ISPO, pressure from these 

groups through various campaigns indirectly influenced the Government. The national 

and international NGOs acted as a catalyst of change in the central network, which 

later triggered the Government into initiating the ISPO certification system. Some 

international and national NGOs built a coalition with the RSPO, together with other 

stakeholders who are RSPO members.  

                                                                 
15 The argument also supported in several underlying messages on roundtable discussions between 
the palm oil stakeholders where one of the authors attended.  



94 

 

The RSPO can influence the sector through their powerful position in 

accessing the international palm oil market. The RSPO was formed, and initiated the 

certification system for sustainable palm oil, before the ISPO existed. However, there 

was concern that the RSPO was governing the Indonesian palm oil sector when their 

principles and criteria were based on discussion with the transnational stakeholders. If 

the ellipse were to be redrawn for the period before the ISPO was published, then the 

RSPO would be in the centre part of the ellipse. However, as the ISPO is now 

published and supported by various actors, such as GAPKI, the RSPO is pushed more 

to the periphery. Hospes (2014) even suggested that the change in RSPO status after 

the Indonesian Government published the ISPO signalled the ‘’beginning of the end 

of the hegemony of global private partnerships in defining sustainability on the ground 

in the South’’ (Hospes, 2014, pp. 435).  

The RSPO is, nonetheless, an important actor in the Indonesian palm oil 

sector with bargaining power for those who consider exporting their palm oil products 

to the countries that require RSPO certificates. The RSPO viewed publication of the 

ISPO as an opportunity to strengthen the RSPO certification. Even after the ISPO 

was published, the RSPO aimed for joint certification between the two systems, as this 

would more effectively implement both. The UNDP emerged as a ‘broker’ to mediate 

the two certification systems and help the Government in facilitating certification for 

smallholders (Suharto et al., 2015). However, there are differences between the two 

certification systems. Once again, the Government preferred to maintain power and 

declared that they do not intend to change anything in ISPO principles and criteria (as 

the ISPO is based on Indonesian regulations) in order to adjust to the RSPO principles 

and criteria (which were claimed to be based on market demands). 

In the third layer of the ellipse, actors who have medium power, such as local 

Government, have the authority to grant permits for palm oil companies operating in 

their area. Although the palm oil sector is mostly centrally regulated, especially for the 

ISPO certification system, provincial and district governments have an important role 

in implementing the policy by helping the companies to get their permits and licences. 

Central government collaborates closely with local government to coordinate 
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formulation and implementation of the ISPO policy. In the same layer, there are some 

international stakeholders, such as consumers and manufacturers. The international 

consumers mostly do not interfere directly with the Indonesian government’s policy. 

However, they have power to impose their demands, which is mostly mediated 

through international NGOs, media, or organisations, such as the RSPO. The media 

are placed in the middle of ellipse, since their position is relatively neutral to the 

Government as decision-makers. Yet, they have a high degree of power, since they can 

change public opinion through the news they deliver.   

In the peripheral ellipse are groups, such as plasma farmers, palm oil 

smallholders, and affected local communities. They have the least influence on the 

policy-makers in the Indonesian palm oil sector. These stakeholders have low levels of 

knowledge about certification. Thus, this places them in the peripheral position for 

influencing the policy. In the case of plasma farmers, who have contracts with the oil 

palm companies, despite the positive income effects, they remain vulnerable to poverty 

and unfair benefit-sharing (Cahyadi & Waibel, 2016). The smallholders and plasma 

farmers represent quite large numbers of people working in the palm oil sector. 

Therefore, implementation of sustainable palm oil needs to include the active 

engagement of these stakeholders. For ISPO certification, ISPO Commission planned 

to certify these groups with the help of the UNDP. Other stakeholders, such as 

KAN/BSN, certification body and auditors and research consultants were considered 

as neutral actors as they have limited power to influence the policy. Therefore, they 

were placed in the periphery of the map.  

4.5. CONCLUSION 

The main findings from this study are an analysis on networks that are based 

on power relations and a heuristic representation of stakeholder relationships in an 

influence map. In the Indonesian palm oil sector, politics and decision-making are 

located mostly in the framework of the Government. The new ISPO policy was 

initiated as an expression of the Government’s power to proclaim their sovereignty 

within Indonesian territory. The coalition becomes stronger as the corporate actors 
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joining the association switch their support from the transnational non-government 

actors to the government. Economic drivers, and a shared belief between the two 

groups, cause this. In contrast, stakeholders in the local sector have few or weak 

interconnections and less resources. Therefore, they have less power to influence the 

stakeholders or policy-makers, demonstrating the elitist power structure in the decision 

making process in this sector. 

The reason for the Indonesian government to have asserted sovereignty was 

that the palm oil sector became transnational in governance, following the emergence 

of sustainability as a global discourse. However, in the global networks, the power was 

dispersed. The RSPO in global networks has more power than the national 

government, as there is better global market access than the ISPO, which is still not 

recognised widely by the international market. Consumers, either individual consumers 

or countries, are also very powerful, as they can decide whether or not they want to 

buy the exported palm oil products from Indonesia. Pressure groups and social 

movements can exert pressure on the palm oil companies, or the state with their extra-

territory strategies. For example, consumer boycotts can become a bridge to 

accommodate the voice of global consumers.  

Sustainability becomes a discursive construction assembled through 

discussion of shared problems in global network (Hajer & Versteeg, 2005). The power 

of the transnational communities determines who can access the international arena. 

This change in the (vertical) international networks influences the national networks 

because of this interconnectedness. The nation state and the established institutions in 

the domestic arena were forced into the global networks of governance in which 

power is scattered. An important outcome of the discourse on sustainability and 

sustainable palm oil in the international arena is that it swayed the national policy 

network. The Government then sees it as a ‘challenge’, or ‘a potential threat’, to the 

palm oil sector and to the Indonesian economy. Therefore, it adapted the existing 

policy to suit the global discourse, as well as to show their power in the national 

network.  
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This study revealed that the local stakeholders are positioned in the periphery. 

This suggests a need for empowerment of local stakeholders in the agenda of 

Indonesian sustainable palm oil. The knowledge level of some local stakeholders, such 

as smallholders and plasma farmers, can be increased by the better dissemination of 

the policy to these groups. Moreover, local government capacity needs to be increased, 

as their role in the implementation of this policy is fundamental to successful 

compliance. As their knowledge and capacity is increased, these stakeholders can be a 

more active actors, rather than passive and disinterested witnesses (Funder et al., 2017) 

of the sustainability agenda in this sector. Hence, their active involvement will then 

enable effective implementation of the Indonesian palm oil sustainability policy.   
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CHAPTER 5 

CHANGE AND STABILITY IN DEVELOPMENT OF 

INSTITUTIONS FOR SUSTAINABILITY IN THE INDONESIAN 

PALM OIL SECTOR 
 

 

Abstract 

 

Sustainability has become a global agenda penetrating from global institutions into 

diverse forms of domestic policy-making. The Indonesian government has set a 

sustainability agenda for their palm oil sector; an industry that is often framed as 

socially and environmentally damaging. This chapter analyses changes in institutions 

governing the Indonesian palm oil sector that lead towards a vision of sustainability. 

It uses an historical institutionalism approach to elucidate how certain policy 

outcomes occur, and why changes were made. National-international interaction 

divides into four critical periods: the nucleus-plasma smallholder’s estate scheme, as 

an antecedent to social sustainability and the rise of environmental awareness (1957-

1986); the increasing expansion area of palm oil and the continuous echo of 

international calls for sustainability (1986-2004); attempts to institutionalise 

sustainable palm oil (2004-2011); and, the establishment of the Indonesian 

Sustainable Palm Oil (ISPO) policy (2011-now). This study concluded that 

institutional change in the Indonesian palm oil sector occurred, not only because of 

exogenous factors, but also due to endogenous ones. Nevertheless, path 

dependency had generated continuity and stability of the development of 

sustainability institution in this sector. 

Notes: This chapter is going to be submitted to the journal ‘’Politics & Society’’. 
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5.1. INTRODUCTION 

The time and sequence of events in the formulation and implementation of 

institutional arrangements both matter. Understanding the historical development of 

institutions, and the original distinct culture and problems in which they arose, helps to 

elucidate why certain policy outcomes occur, or why changes were made (Immergut, 

2006; Pierson, 2000a; Thelen & Steinmo, 1992). The role that institutions play in 

structuring political and social behaviour has attracted a great deal of attention (North, 

1993a; Williamson, 2009). However, the emphasis of recent work in historical 

institutionalism has shifted towards the analysis of institutional change (Capoccia, 

2016; Thelen & Conran, 2016). 

There are different approaches to the study of institutional change over time. 

On one hand, Immergut (2006) has argued that it is difficult to empirically study 

historical institutionalism, since the researcher must account for both institutional 

stability and institutional change. Moreover, when institutions change endogenously, 

there is a conflict in explaining why these actors would suddenly prefer a new set of 

institutions. Scepticism has also emerged about historical institutionalism being 

insufficient to explain the capacity of organisations to cope with change, since path 

dependence may neglect the forces of change (Peters, Pierre, & King, 2005). 

On the other hand, historical institutionalism has also shown a way to focus on 

the dynamics of institutional evolution through political contestation and contextual 

change (Thelen & Conran, 2016), without excluding abrupt institutional change due to 

exogenous shocks (Capoccia, 2016). This approach includes identification of several 

types of institutional change (i.e. displacement, layering, conversion, drift, and 

exhaustion), which are typically endogenous, gradual and transformative (Streeck & 

Thelen, 2005).  

This study aims to contribute to this recent focus of historical institutionalism 

by conducting a cross-boundary (national-international) study and exploring the wider 

social, economic and political context. We focus on where the idea for change was 
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situated and analyse the path dependency process, as well as the propensity for both 

change and stability in institutions.  

The Indonesian palm oil sector is used as a case study and an analysis 

conducted on the development and implementation of institutions for sustainable 

palm oil. Following publication of the ‘Brundtland Report’ (WCED, 1987), 

sustainability has become a global agenda that has come to penetrate from global 

institutions into diverse forms of domestic policy making. The Indonesian palm oil 

sector has been setting the sustainability agenda for an industry that is often cast as a 

socially and environmentally damaging (Fitzherbert et al., 2008; Obidzinski et al., 

2012).  

At a domestic level, the Ministry of Agriculture, on behalf the Indonesian 

government, published the Indonesian Sustainable Palm Oil (ISPO) policy in 2011. 

This mandated that all palm oil plantation companies be certified by this system. The 

ISPO drives change in the palm oil sector institutions through the introduction of a 

certification system as an instrument, instead of the more traditional command and 

control approach. The ISPO policy, however, raises several interesting questions: (1) 

how have national institutions in the Indonesian palm oil sector developed? (2) Is there 

any contingency of path dependence in the development process? (3) If there is an 

institutional change, has change occurred exogenously or endogenously? (4) How have 

international institutions influenced institutional stability and change in this sector?  

In this analysis, we ‘look back’ at the historical context of the ISPO. By 

exploring the wider aspects of the historical institutionalism involved, it is possible to 

elucidate a range of alternative explanations for development of an institutional 

arrangement. This contrasts with a functionalist assumption that an institution arose 

because it serves some particular purpose and is created to achieve a defined outcome 

(Pierson, 2000b). In addition, different processes unfold in relation to one another at 

the domestic level, or at the interaction between international and domestic levels 

(Thelen, 1999).  
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Farrell and Newman (2010) incorporated historical institutions as a tool for 

understanding how, why and which domestic institutions matter for a broad range of 

international relations topics. This study, conversely, aims to identify the development 

of national institutions and to appreciate how the dynamics of international institutions 

have shaped development of the institution for sustainable palm oil in Indonesia.  

This chapter is divided into five sections. The following section presents a 

conceptual framework for historical institutionalism, including institutional stability 

and change, path dependence, and types of institutional change (exogenous and 

endogenous). Section 5.3 explains the methodology used in this study. Section 5.4 

presents the cross national-international historical institutional development in the 

Indonesian palm oil sector, which is divided into four critical periods. This section also 

includes highlights of key events and their links with theory. Finally, this chapter ends 

with a discussion and conclusion.  

5.2. CONCEPTUAL FRAMEWORK 

Historical institutionalism (HI) emphasizes rule structures that are developed 

over a period of time and are an accumulation of events rather than being the result of 

actions at any one point in time. Historical analysis has been widely utilised across 

disciplines to understand a range of events in social, economic, and political worlds 

and to determine how institutions matter (Hall & Taylor, 1996). Pierson and Skocpol 

(2002) emphasized three important features characterising the historical institutional 

school of thought in contemporary political science. The first is the substantive agenda 

taken by historical institutionalists as a focus. Secondly, HI scholars tend to analyse 

specific sequences and transformation processes and pay attention to macro contexts 

that combine the effects of institutions and processes, rather than examining just one 

institution (Pierson & Skocpol, 2002). 

Public policy making is very different in practice to the realms of economics. In 

pursuit of maximising profit, economic actors are open to changing a product when 

enough consumers find it sufficiently appealing, or organisations move to a stronger 

position. In contrast, in public policies and formal institutions, it is difficult to effect 
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change because those who design the institutions are coerced into binding themselves 

to a particular policy. They may wish to bind their successors and protect them from 

political uncertainty (Pierson, 2000b). Historical institutionalists emphasize how 

configurations of institutions created in the past structure politics in the present, and in 

ways that often run counter to the interests or preferences of individuals as defined by 

rational choice institutionalists (Fioretos, Falleti, & Sheingate, 2016). 

HI acts as a lens to view processes that are not captured using a short time 

perspective. In so doing, they emphasize the fact that institutions are inert and difficult 

to change (Pierson & Skocpol, 2002). HI commonly involves analysis of path 

dependence. This refers to the dynamics of self-reinforcing or positive feedback 

processes in a political system (Kwamie, Van Dijk, Ansah, & Agyepong, 2016; Pierson 

& Skocpol, 2002). Path dependence is used to support key claims, described by Pierson 

(2000b, p. 251) as: ‘’Specific patterns of timing and sequence matter; starting from 

similar conditions, a wide range of outcomes may be possible; large consequences may 

result from relatively ‘small’ or contingent events; particular course of action, once 

introduced, can be virtually impossible to reverse; and consequently political 

development is often punctuated by critical moments or junctures that shape basic 

contours of social life’’. 

Path dependence with increasing returns, which could also be described as self-

reinforcing or positive feedback processes, has been compared to returns on economic 

investments (Mahoney, 2000). However, the assumption of increasing returns from 

institutions that arose because they served some particularly useful purposes is also 

considered to be simplistic (Pierson, 2000b). Recognising path dependence implies that 

many alternatives could be the outcome of institution change. So, it is necessary to 

investigate history, rather than assume relative efficiency as a justification (Pierson, 

2000b). 

The concept of path dependence is mostly used to explain institutional stability, 

rather than change (Thelen & Conran, 2016). However, instead of attempting to 

understand what process could give rise to institutional persistency under particular 

institutional arrangements, it is also interesting to understand what kinds of events or 



104 

 

processes are likely to produce institutional change. Historical institutionalists 

traditionally have explained change in punctuated equilibrium terms, where path 

dependency is interrupted by turbulent moments or triggering events, described as 

‘’critical junctures’’. These then lead to re-formulated paths as public policy is assigned 

new objectives, priorities, programmes and instruments, and new political coalitions 

emerge to sustain those new policies (Thelen & Steinmo, 1992). Thelen (1999) argued 

that critical junctures involve arguments about crucial founding moments of 

institutional formation that send one country along broadly different development 

trajectories. Meanwhile, path dependence suggests that institutions continue to evolve 

in response to changing environmental conditions and ongoing political manoeuvring, 

but in ways that are constrained by past trajectories (Thelen, 1999).  

Streeck and Thelen (2005) suggested that there are severe limits to models of 

change that draw a sharp line between institutional stability and institutional change 

and see all major changes as exogenously generated. This assumes that far-reaching 

change can be accomplished through the accumulation of small, often seemingly 

insignificant, adjustments. They distinguished between processes of change, which may 

be incremental or abrupt, and results of change, which may amount to either 

continuity or discontinuity.  

There is also a distinction in the origins of change, as to whether it arises 

exogenously or endogenously. Exogenous change occurs when the institutions change 

because of interaction with the outside world, for example, with other institutions or 

large-scale developments (such as mass migration or secularisation). These exogenous 

factors are then invoked as the ultimate driver of change. Under endogenous change, 

however, institutions change because of the dynamic processes that occur within the 

institution itself (Koning, 2016). Endogenous change occurs by distinguishing several 

types of contextual change, including displacement, layering, conversion, drift and 

exhaustion (Béland, 2007; Capoccia, 2016; Hacker, 2004; Mahoney & Thelen, 2010a). 

 ‘Displacement’ is defined as the replacement of existing rules and the 

introduction of new ones. Factors that cause displacement include colonialism, regime 

change, revolutions and transitions from socialist to market economies (Capoccia, 
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2016). Displacement involves rediscovery or active cultivation of new ideas for action 

inside existing institutional settings. Invasion (in a metaphoric sense) involves the 

cultivation of local actors by ‘foreign’ institutions and practices, and is characterised by 

the process of change proceeding through displacement (Streeck & Thelen, 2005). 

The second type of institutional change can also occur through a process called 

‘layering’. Layering is the attachment of new rules to the old ones, without voiding 

others. When there is a layering process, the change results from an incremental 

progression that includes marginal revisions or additions to existing policy or 

institutions that have downstream implications for how the former institutions operate 

(Thelen & Conran, 2016). An example of the mechanism called ‘differential growth’ 

occurred when opponents of the public pension system in US consciously orchestrated 

the expansion of private retirement accounts. This caused profound change, with the 

consequent draining of political support for the public system (Hacker, 2005; Streeck 

& Thelen, 2005). 

Institutional ‘drift’ describes a shift in the context of policies that significantly 

alters their effects. Hacker (2005) gave an example in which unemployment insurance 

excludes service workers. If there are shifts of employment from manufacturing into 

services, and policy remains stable without formal policy revision, then the extent of 

protection effectively decreases. In this case, drift resulted from a lack of decisions. As 

with layering, change through drift may be masked by the stability of institutions on 

the surface (Streeck & Thelen, 2005). However, drift differs from layering processes, 

since it occurs when broader environmental conditions change, and so it becomes 

difficult to adjust to ensure the continuity of institutions (Hacker, 2004). Instead of 

analysing the formal attributes of institutions, Hacker suggested including analysis of 

the implementation to avoid missing the gaps that may emerge as a consequence of 

shifting contextual conditions (Streeck & Thelen, 2005). 

‘Conversion’ occurs when institutions remain the same, but are interpreted and 

enacted in new ways. Conversion refers to the development of institutions for 

purposes that depart from their founding intentions. Here, institutions are not so 

much amended, or allowed to decline, but are redirected to new goals, purposes and 
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functions. Such directions occur because of emerging environmental challenges, which 

decision makers respond to by deploying existing institutions and turning them in a 

new direction.  

The last type is ‘exhaustion’, which, in contrast with the other types, leads to 

institutional breakdown, rather than change, though the process occurs gradually rather 

than abruptly. A case provided by Christine Trampusch in Streek and Thelen (2005) 

analyses the exhaustion of early retirement policies in Germany. The case shows how 

early retirement policy as an institution became overextended, as it was used to 

facilitate restructuring and soften the impact of redundancies on a massive scale. The 

policies then consumed the social insurance system financing it. Over time, the 

institution began to yield declining. In this case, exhaustion was related to cost-benefit 

ratios and decreasing returns that characterised the institutional breakdown. Age of 

institutions may also cause exhaustion. Institutions may age in the sense that they may 

meet ‘limits to growth’, where their further expansion eradicates or consumes 

resources they require for their continued operation. 

5.3. METHODS 

A variety of methods of historical research can be used to investigate 

institutional change. However, there is no substitute for empirical research for 

obtaining results from a particular case (Immergut, 2006). This study involved 

historical analysis of institutions, particularly policies that related to the Indonesian 

palm oil sector and sustainability principles during the period 1957-2011. This study 

also analysed the international institutions that have shaped development of 

sustainability principles in Indonesia’s institutions and the palm oil sector, and how 

these have either promoted or distorted the development. The approach embraced a 

historical institutionalism view and a non-functionalist perspective (Abdul-Manan, 

Baharuddin, & Chang, 2015; Pierson, 2000b).  

Data were collected through interviews and secondary sources. A semi-

structured interview was applied to six stakeholders: two from the Ministry of 

Agriculture, one from the RSPO, one from academics, one from the media and one 
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from a palm oil plantation company. The secondary data collected included policy 

documents from various policy sectors, scientific publications, news web-articles, 

government and non-governmental websites at a national and international level. 

Lastly, documents of international organisations were accessed via their websites. The 

analytical process involved investigation of path dependence, contingency and key 

critical junctures (nationally or internationally) in the development of the palm oil 

sector’s institutions and assessment of those that trigger the change. The analysis also 

included investigation of the type of change, whether it was endogenous and 

transformative or exogenously caused by some of the abrupt events (Capoccia, 2016). 

5.4. RESULTS 

5.4.1 HISTORICAL DEVELOPMENT OF NATIONAL INSTITUTIONS IN THE INDONESIAN 

PALM OIL SECTOR.  

This section describes the historical development of national institutions in the 

Indonesian palm oil sector. A diagrammatic representation of historical institutional 

development is presented in figure 5.2. 

1st period: The nucleus-plasma smallholder’s estate scheme as an antecedent 

and the rise of environmental awareness (1957-1986). 

The very first four oil palm seedlings were transported in 1848 from Africa to 

the botanical gardens in Buitenzorg (present day Bogor) in West Java, Indonesia. The 

main development of palm oil plantations first occurred between 1870 and 1930 in the 

colonial era by the Dutch Government. In 1870, the Agrarian Law declared that all 

land not under permanent cultivation was considered to be ‘waste land’. Dutch 

developers were then offered as much land as needed, on 75-year renewable lease at a 

nominal rent (Casson, 2000). Dutch traders developed the first large-scale Indonesian 

oil palm plantations in 1911. These eventually expanded to cover 200,000 ha (Caroko 

et al., 2011). 

After Indonesia achieved independence in 1945, President Sukarno promoted 

an isolationist policy during the period known as ‘Guided Democracy’. This was 
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antagonistic towards foreign capital or foreign loans (Casson, 2000). However, the 

pattern of property ownership remained unaltered and individual plantations continued 

being established until all Dutch-owned plantations were nationalised and placed under 

the control of the New State Plantation Company (Perusahaan Perkebunan Negara 

Baru) in 1957. Act No.86, year 1958, legalised this policy.  

In 1960, Act No. 5, year 1960, containing basic regulation of agrarian issues, 

was published. The Indonesian agrarian organisations (such as Barisan Tani Indonesia 

or the Indonesian Peasants Front) were closely allied with political parties to strike for 

state’s land reform programme. This culminated with the initiation of this basic 

agrarian law (Peluso, Afiff, & Rachman, 2008). The Act included the civil rights and 

non-civil rights to own, use, and manage land. It prescribed the sanctions to be applied 

when the law was not obeyed. This Act triggered development of smallholder 

plantations located between large scale plantations owned by the state, but which were 

yet not in the palm oil sector (Badrun, 2010b, p. 4). 

Smallholder estates in the palm oil sector increased in numbers and extent after 

the Government initiated the ‘nucleus-plasma’ smallholder’s estate (PIR) scheme. The 

main state-owned plantation companies were called the ‘nucleus’, while smallholders 

were called ‘plasma’ farmers. The responsibility of these nucleus estates was to develop 

and maintain the plantations of the prospective plasma farmers, prepare and improve 

the capability of plasma farmers and help ensure plasma farmer plantations developed 

under the partnership programme.  

The concepts behind development of PIR were derived from the Broad 

Guidelines of State Policy (GBHN) and the Three Principles of Development (Trilogi 

Pembangunan) in the new order era (started in 1966). To strengthen the role of nucleus 

estates, the Government provided financing policy in seven large private and national 

estates in the years 1969-1978 (Badrun, 2010b, p. 64; PASPI, 2014). Simultaneously, 

the first PIR project was started with World Bank assistance and was known as the 

project of nucleus estates and smallholders (NES), from NES I until NES VII (PASPI, 

2014, p. 34).  
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Success of the NES ensured that the Indonesian Government continued 

extending and funding it through the national budget (APBN), by establishing the 

Special NES and the Local NES in 12 provinces in 1980. The government also 

combined the NES with the transmigration programme through the NES 

transmigration actions (PIR Trans) in 11 provinces with Presidential Instruction 

(Inpres) No.1, year 1986, as the legal basis. In this programme, private companies 

acted as the nucleus, while the plasma famers were transmigrants.  

The Presidential Instruction required several ministers to coordinate and 

manage this project. These included the State Minister for State Owned Enterprises, 

State Minister of Agriculture, State Minister of Transmigration, State Minister of 

Domestic Affairs, State Minister of Manpower, State Minister of Finance, State 

Minister of Forestry, State Minister of Cooperatives, State Minister of increasing hard 

plantation productivity affairs, Governor of the Indonesian Bank, and the Investment 

service agency of the Indonesia Government (BKPM). The programme increased palm 

oil plantations by around 566,000 hectares, of which 70 percent was with smallholders 

and 30 percent nucleus estates (PASPI, 2014). 

During this period, the United Nations Conference on the Human 

Environment (also known as the Stockholm Conference, June 5-16, 1972) was held as 

the first UN major conference on international environmental issues. Indonesia was 

present as a participant of the conference and signed the agreement on the 

environmental aspects of development. The Stockholm conference marked a turning 

point in the rise of environmental awareness globally, as well as in Indonesia. As a 

follow up to this conference, the government formed an interdepartmental committee 

called the ‘Committee of the formulator and planner for the development of 

environmental issues’ (based on Presidential Instruction No. 16/1972). This 

committee successfully formulated an environmental development programme in the 

second 5-year development plan (REPELITA II). 

To implement the environmental commitment, based on the development plan, 

the President commissioned a new ministerial position for development and 

environment monitoring (called Men-PPLH) in 1978. The main tasks were 
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coordinating the management of the environment in various national and local 

agencies, and to develop a synergy of environmental concerns within development. In 

global institutions, the World Conservation Strategy first introduced the term 

“sustainable development” into the international policy debate in 1980 (Asian 

Development Bank, 2012). Nationally, in 1982 the Indonesian government enacted 

provisions for the management of the living environment with Act No. 4/1982 and 

regulations for Environmental Impact Assessment (EIA) were first legalised in 

Government Regulation No. 29/1986. 

As a consequence of rising environmental awareness during this period, 

international institutions, including the World Bank, required assessment of 

environmental and social impacts as a condition for release of funding. The NES 

scheme engaged local people and forest encroachers as participants, and laid the 

foundation for palm oil plantation practice that included assessment of the feasibility 

of social, economic and environmental components of development (Badrun, 2010a, 

p. 23).  

2nd period: The increasing expansion area of palm oil and the continuous echo 

on sustainability (1986-2004). 

Success of the initial NES policy led to expansion of oil palm plantations in 

Indonesia through involvement of more investors, smallholders and bankers. In 1996, 

the government continued developing the NES scheme through the Local NES 

project, combining it with cooperatives under a new name ‘NES KKPA’ (Kredit 

Koperasi Primer untuk Para Anggotanya). The KKPA was financed with subsidised 

cooperatives credits through 74 village cooperative units (KUD) in the existing oil 

palm plantation area owned by both private and state-owned firms.  

The oil palm sector in Indonesia developed rapidly through the various NES 

policies, increasing from 294,000 hectares in 1980 to around four million hectares in 

2000 (an almost 20 fold increase in 20 years). The most significant expansion was of 

smallholder estates from 6,000 hectares to 1.1 million hectares (200 times) during the 

same period (PASPI, 2014).  
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In the reformation era, several policies and institutions affecting the palm oil 

plantation sector changed. The Ministry of Agriculture decree (No. 786/1996) was 

replaced by The Ministry of Forestry and Plantation Decree (No. 107/1999). This 

included a new business licence increasing land-clearing concessions from 200 hectare 

to 1,000 hectare (Wulansari & Sigit, 2016). The Ministry Agriculture also published 

decree (No. 357 No. 2002). This reverted the authority to issue a plantation business 

licence (IUP) from the central government to the district government. This decree was 

based on Act No.22/1999 on district government authority and Government 

regulation No. 25/2000 on authority of National Government and Provincial 

Government based on regional autonomy. In the regional autonomy era, Governor 

and Regent had authority to develop their regional economy, land use, and grant 

business licences. All of these policies caused expansion of palm oil development. In 

20 years (1990-2010), the area of palm oil plantation increased from 1.1 million 

hectares to 8.4 million hectares (See Figure 5.1). 

 

Figure 5.1. Area of palm oil production by farming category (1967-2015). 

Source: Directorate General of Estate (2015) 

 

Internationally, 1984 witnessed an important milestone when the World 

Commission on Environment and Development (WCED), established by the UN, 

published ’Our Common Future’; also known as the Brundtland Report. Subsequently, 
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the international community convened several conferences to discuss some of the 

most pressing global problems. The 1992 United Nations Conference on 

Environmental Development (UNCED) in Rio de Janeiro agreed ‘Agenda 21’. This 

promoted integration of environment and development concerns and the role of the 

environment for fulfilment of basic needs, improved living standards and better 

protected and managed ecosystems. The conference also resulted in some important 

legally binding agreements. These included: the Convention on Biological Diversity 

(CBD); the Framework Convention on Climate Change (UNFCCC); and, the UN 

Convention to Combat Desertification.  

In 1997, based on the assumption that global warming was in part a function of 

human activity, delegates to the United Nations Framework Convention on Climate 

Change (UNFCCC) signed the Kyoto Protocol. The protocol committed developed 

nations to reduce overall emissions of several greenhouse gases and contained 

mechanisms to encourage North-South cooperation on emission reductions. Lastly, in 

this period, in 2002, the World Summit on Sustainable Development held in 

Johannesburg marked 10-year anniversary of UNCED in Rio. The summit promoted 

partnerships as a non-negotiated approach to sustainability (Asian Development Bank, 

2012).  

The global conferences and treaties on sustainable development influenced 

Indonesia’s institutions by urging the government to ratify, enact or include 

sustainability issues in national legislation, including those that govern the plantation 

sector. For example, in 1990, the Act on conservation of biological resources and their 

ecosystems, Act No. 5/1990; the ratification of several international agreements 

defined in Act No. 6/1994 for ratification of UNFCCC; Act No. 17/2004 for 

ratification on Kyoto Protocol; and in 2002, in the fourth amendment of Indonesian 

Constitution (UUD 1945), the sustainability principle was reaffirmed as an important 

aspect in the development of Indonesian national economy in Article 33, sub Article 4.  

In the plantation sector, Act No. 12/1992 governing the plant cultivation 

system protects all process associated with the cultivation of plants and diversity of 

plant varieties in Indonesia and includes sustainable and environmentally sound 
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development in the plantation sector. Sustainability was mentioned in 2004 in an 

amendment of the 1945 constitution, and in 2004, the first Plantation Act (Act No. 

18/2004) was published. This Act governs all aspects in the plantation sector (e.g. 

licencing, environmental management, management and marketing of plantation 

products in plantation sector) and stated that the plantation sectors should be managed 

and intensified in a sustainable way for people’s prosperity. It described the economic, 

ecological and social functions of plantations.  

 

3rd period: Attempts to institutionalise sustainable palm oil (2004-2011) 

The increased expansion of oil palm plantation in Indonesia became an 

increasing source of concern because of the associated environmental impacts, 

including the deforestation and fires that affected more that five million hectares alone 

in Kalimantan (Casson, 2000; Potter & Lee, 1998). These sustainability issues 

associated with oil palm sector have resulted in increasing dissatisfaction with oil palm 

production practices in Indonesia, as elsewhere, leading international non-state 

organisations to initiate a transnational private governance arrangement.  

The sustainable palm oil concept was first initiated through the RSPO 

(Roundtable on Sustainable Palm Oil), which discussed the definition of ‘sustainable 

palm oil’ in the first meeting of key stakeholders in the supply chain in 2003 (RSPO, 

2013). The concepts were divided into eight principles including: (1) commitment to 

transparency; (2) compliance with applicable laws and regulations; (3) commitment to 

long term economic and financial viability; (4) use of appropriate best practices by 

growers and millers; (5) environmental responsibility and conservation of natural 

resources and biodiversity; (6) responsibility to employees and communities; (7) 

responsibility on development of new plantations; and, (8) commitment to continuous 

improvement in key areas of activity.  

In April 2004, the RSPO was formally established (Schouten and Glasbergen, 

2011) to promote the growth and use of sustainable oil palm products through credible 

global standards and engagement of stakeholders. RSPO membership united 
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stakeholders from the seven sectors of the palm oil industry (oil growers; processors; 

traders of oil palm; consumer goods manufacturers; retailers; banks; and, investors, 

environmental NGOs and social NGOs) internationally (RSPO, 2013). This non-state 

collaboration has been establishing governance systems for social and environmental 

issues with the market operating as a coordinating mechanism. Actors, such as NGOs, 

tried to maintain the partnerships to create social and political change, for example, the 

institutionalisation of human rights based principles into the private governance system 

(Pesqueira & Glasbergen, 2013). 

Indonesia's industry representatives have shown their disappointment over the 

RSPO. The industries argued that RSPO was unable to convince the international 

market about Indonesia's commitment to sustainability. Thus, it created pressure for 

Indonesian government to initiate ISPO to provide their own national sustainability 

standards (Caroko et al., 2011; Paoli et al., 2010). RSPO certification was considered 

too expensive for smallholders and small-and medium-size companies, whereas ISPO 

seeks inexpensive certification costs, without imposing a membership fee (Suharto, 

2010). The RSPO existence in Indonesia was threatened when the Indonesian Palm 

Oil Producers Association (GAPKI) officially withdrew from the RSPO to fully 

support the ISPO scheme. The chairman of GAPKI stated that they had a positive 

outlook about the ISPO, as it created an alternative framework for palm oil standards 

and certification in the industry, thereby encouraging competition for producing 

sustainable palm oil assurance (The Jakarta Post, 2011). 

In this period, due to rising global biofuel demand, Indonesia and many palm 

oil producer countries were seeking to take advantage of this emerging market. The 

European Union (EU) enacted a Renewable Energy Directive, adopted on 

23 April 2009 (Directive 2009/28/EC, repealing Directives 2001/77/EC and 

2003/30/EC). The new Directive determined that 20% share of EU energy 

consumption must come from renewable energy sources by 2020, broken down into 

nationally binding sub-targets taking account of the Member States’ different starting 

points. In addition, all Member States were required to obtain 10% of their transport 

fuels from renewable sources by 2020. The directive also mapped out various 
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mechanisms by which Member States could apply to reach their targets (support 

schemes, guarantees of origin, joint projects, cooperation between Member States and 

third countries), as well as sustainability criteria for biofuels (EU Directive, 2009). 

The EU set out several principles and criteria to be fulfilled by importer 

countries. So, the Indonesian palm oil companies, who sought to take advantage of 

this opportunity, had to make sure that their palm oil product met EU requirements. 

An international certification system was needed for any palm oil used as a feedstock 

for biofuels destined for this market. For example, the International Sustainability and 

Carbon Certification (ISCC) was based on the European Union’s Renewable Energy 

Directive (RED) and German’s Sustainability Ordinances (BioNachV). This included a 

carbon accounting mechanism documenting energy inputs and greenhouse gas outputs 

to ensure that biofuels are truly sustainable.  

Development of institutions related to the palm oil sector in Indonesia in this 

period has several important milestones. In 2009, Act No. 32, year 2009, (replacing its 

predecessor, Act No. 23/1997) on environmental protection and management was 

released to cope with declining environmental quality, as well as concern about global 

warming. Another important milestone occurred at the G20 meeting in Pittsburg in 

2009, when former Indonesian President, Susilo Bambang Yudhoyono committed to 

reducing Indonesia’s greenhouse gasses (GHG) emissions by 26% on its own initiative, 

and by 41%, if it received international aid, by 2020 from a baseline of ‘business as 

usual’. This also followed-up the Bali Action Plan agreement during the 13th 

Conference of Parties United Nations Climate Change Convention (COP-UNFCCC) 

in Bali, December 2007, as well as agreements in the Copenhagen Accord from COP-

15 in Copenhagen and COP-16 in Cancun. To implement the commitment, the 

National Action Plan for GHG Emissions Reduction (RAN-GRK) was published in 

the Presidential Regulation of The Republic Indonesia No. 61, Year 2011.  

Following commitments in Bali and Pittsburg, in 2010, the Indonesian 

Government entered into a partnership with the Norwegian government to support 

Indonesia’s efforts to reduce greenhouse gas emissions. Both countries signed a letter 

of intent (LoI) on cooperation for reducing GHG emission from deforestation and 
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forest degradation and peatlands under the REDD+ policy (Norwegian Embassy, 

2010). On 26 May 2010, Norway supported these efforts with up to 1 billion US 

dollars, based on Indonesia’s performance, over the course of the next 7- 8 years.  

The partnership has three phases. In the first phase, funds were to be devoted 

to finalising Indonesia’s climate and forest strategy and putting in place enabling 

policies and institutional reforms. In phase two, the objective was to make Indonesia 

ready for the contributions-for-verified emissions reductions policy, while, at the same 

time, initiating larger scale mitigation actions through a province-wide pilot project. In 

the third phase, starting in 2014, the contributions for verified emissions reductions 

mechanism were to be implemented nationally. The programme was expected to bring 

significant reductions in Indonesia’s greenhouse gas emissions, as well as 

improvements in forest governance and law enforcement. Almost 80% of Indonesia’s 

current greenhouse gas emissions stem from: deforestation, land use change and the 

drying, decomposing and burning of peatland. This means Indonesia can make deep 

cuts in CO2 emissions and do it more quickly than most other countries. It is this 

approach that the Norway-Indonesia REDD+ Partnership supports.  

As part of the agreement, Indonesia agreed to take several actions, including a 

two-year suspension on all new concessions for conversion of peat and natural forest 

(Norwegian Embassy, 2010). This requirement has been fulfilled with the publication 

of Presidential Instruction number 10 in 2011 (Inpres No. 10/2011). One of the 

commitments that triggered the establishment of the ISPO scheme is this agreement. 

The Ministry of Agriculture formulated ISPO during this period. So, commitments 

were included for the Indonesian palm oil industry on reducing GHG emission16. 

In addition to the Norway and Indonesia partnerships on reducing GHG 

emissions, this period was also marked by boycotts and campaigns of environmental 

NGOs over unsustainable production of palm oil. These targeted both producers and 

consumers of Indonesian palm oil. In March 2010, Greenpeace published a report 

(‘’Caught Red Handed’’) exposing how Nestlé sourced palm oil from suppliers that 

continue to expand into the rainforest and carbon-rich peat lands that include 

                                                                 
16 ISPO Commission (2013), personal communication 
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important orang-utan habitat. The suppliers included Sinar Mas; Indonesia’s largest 

producer of palm oil (Greenpeace, 2010).  

4th period: Indonesian Sustainable Palm Oil (ISPO) policy publication (2011-

now) 

During this period, the Minister of Agriculture agreed to develop the 

Indonesian Sustainable Palm Oil Standard (ISPO). This is based on Indonesian rules 

and regulations related to the production of palm oil (See Table 5.1).  

Table 5.1. ISPO principles and its embedded regulations (ISPO Commission, 2013) 

Principles in ISPO Embedded Regulations Content 

Principle 1 

Compliance with 

rules and regulations 

on legal permits. 

Act No. 5 Year 1960 
Basic regulation of 

agriculture 

Act No. 18 Year 2004 Plantation 

Act No. 25 year 2007 Capital investment 

PP No. 4 Year 1996 

Business use rights, 

property rights, land usage 

rights 

Principle 2 

Responsible 

implementation in 

relation to plantation 

management. 

Act No. 12 year 1992 Cultivation system 

Act No. 18 year 2004 Plantation 

Act No. 32 year 1990 
Conservation of natural 

resources and ecosystem 

Principle 3 

Responsibility on 

primary forests and 

peatland utilisation. 

Act No. 41 year 1999 Forestry 

Ministry of Agriculture 

Regulation No 14 year 2009 

Guidance for peatland 

utilisation for palm oil 

plantation 

Presidential Instruction No. 

10 year 2011 

Suspension of granting of 

new licenses and 

improvement of 

governance of natural 

primary forest and peat land 

Principle 4 

Responsibility on 

environmental 

management and 

monitoring. 

Act No. 18 year 2004 Plantation 

Act No. 32 year 1990 
Conservation of natural 

resources and ecosystem 

PP No. 82 year 2001 
Environmental 

management 

Principle 5 Act No. 1 year 1970 Safety work standard 
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Responsibility toward 

employees 

Act No. 23 year 1993 Health 

Act No. 13 year 2003 Labour 

Act. No. 40 Year 2004 
National social assurance 

system 

Principle 6 

Responsibility 

towards individuals 

and communities 

affected by 

plantations and mills 

Act No. 19 year 2003 
Indonesian state owned 

enterprise (BUMN) 

Act No. 18 year 2004 Plantation 

Ministry of Agriculture 

Regulation No. 26 year 2007 

Guidance on plantation 

permit. 

Principle 7 

Commitments to long 

term sustainable 

plantations. 

Act No. 18 year 2004 Plantation 

Ministry of Agriculture 

Regulation No. 26 year 2007 

Guidance on plantation 

permit 

 

Many ministries were involved, including the Ministry of Forestry, Ministry of 

Environment, Ministry of Domestic Affairs, and Land Agency Authorities. The ISPO 

certification system was published through the Ministry of Agriculture in March 2011 

with decree No. 19/ 2011.  

The ISPO certification system started in May 2012, with a deadline for 

completion of the process involving all Indonesian oil palm growers by the end of 

201417. The ISPO committee divided the certification process into three types: for 

growers; supply chain certification; and, holding certification (on the basis of supply 

chain certification). The ISPO certificate is valid for five years and the surveillance 

audit is done every year. Discussions about legalising the ISPO as a National 

Indonesian Standard (SNI) are ongoing18.  

 After the ISPO was published, the Indonesian palm oil sector still faced a 

great deal of international concerns about unsustainable production. In 2011, the 

United States Environmental Protection Agency (US EPA) issued a Notice of Data 

Availability (NODA) and published a lifecycle greenhouse gas (GHG) analysis of palm 

oil used as a feedstock to produce biodiesel and a Renewable Fuel Standard (RFS) 

programme (US EPA, 2011). The EPA’s analysis reported that biodiesel and renewable 

                                                                 
17 ISPO commission (2013), personal communication. 
18 ISPO commission (2016); Sawit Indonesia (2017), personal communication. 
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diesel produced from palm oil did not meet the minimum 20% lifecycle GHG 

reduction threshold needed to qualify as renewable fuel under the RFS programme. 

Although this policy shocked palm oil growers who had planned to export palm oil or 

CPO to US, it does not ban crude palm oil imports into the United States (Kovacevic, 

2012). In response, the Indonesian government considered that the findings in the 

NODA did not reflect accurate data, citing updated records, comprehensive 

methodology and objective modelling as reasons. The NODA study was based on data 

collected up to 2009, since when a number of major changes have happened. They 

expressed concern that inaccurate findings would negatively impact the palm oil sector 

in Indonesia, and would lead to a trade distortion that discriminated against biofuel 

from palm oil feedstock (Embassy of Indonesia Press Release, 2012).  

In October 2013, Greenpeace published a list of household brands that sourced 

palm oil through the Singapore-based palm oil trader, Wilmar International. In doing 

so, they transformed consumers into unwitting accomplices in the destruction of 

Indonesia’s forests, thereby pushing critically endangered species, such as the Sumatran 

tiger, to the edge of extinction. The companies included P&G, Reckitt Benckiser and 

Mondelez (makers of Oreo biscuits), Gillette shaving products and Clearasil products. 

The report documented illegal oil palm plantations within Tesso Nilo National Park --

Riau Province, Sumatra-- harvests from which have previously been tracked to 

Wilmar’s own mills and that continue to feed into Indonesia’s palm oil supply chain. 

According to Greenpeace’s mapping analysis, palm oil plantations are driving the 

destruction of Tesso Nilo National Park, of which only a quarter now remains 

(Greenpeace, 2013). 

At the end of the Susilo Bambang Yudoyono presidency period in 2014, he 

signed several new laws affecting plantations, including Act No. 39/2014, replacing the 

old plantation law (Act No. 18/2004). It sets stricter rules that limits foreign ownership 

and investment in the plantation sector and gives greater priority to smaller local 

investors. The new law also regulates the scope of plantation areas and land 

concessions according to such criteria as the type of crop grown, the company's 

factory capacity, the area's population density and certain geographical conditions. The 
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central government also now has the right to turn over state-owned forests and 

abandoned plots of land to plantation owners.  

The ISPO was revised in 2015 through Ministry of Agriculture regulation No. 

11/2015. Major changes were made in the determination of groups for which it is 

mandatory or voluntarily to apply the ISPO certification system. When it was first 

published, ISPO certification was obligatory for all palm oil growers. The revised 

policy requires obligatory certification for oil palm plantation companies, palm oil mills 

without plantation, and for plantations owned without a palm oil mill. It is voluntary 

for plasma farmers, smallholders, and companies who produce palm oil for bioenergy.  

 In recognition of the importance of the palm oil sector, the Indonesian House 

of Representatives (DPR) in the House’s 2017 National Legislation Programme 

(Prolegnas) put forward the palm oil bill (CNN Indonesia, 2017). Although there are 

rules for oil palm in the act of plantations, the palm oil sector has very complex 

problems, so it was argued that arrangements must be made for them specifically 

(Tribun News, 2018). Nevertheless, the pro and cons regarding this palm oil bill had 

already been apparent since the first time it was drafted (Jong, 2016; Liputan 6, 2017; 

Sawit Indonesia, 2019). The government has contended that the oil palm bill was not 

necessary yet (Kompas, 2018a) and to avoid it overlapping with the existing plantations 

act. Meanwhile, the civil society organisations urged President Joko Widodo to stand 

firm in withdrawing the bill, as they believed that it was pro-corporation and, thus, 

tended to disregard the social and environmental aspects, as well as the welfare of the 

community. However, recently, at the opening of the third trial in the 2018-2019 

periods, the House of Representatives targeted to legalize five bills, including palm oil 

bill. This has been included in the list of the 2019 national legislation priority 

programme (Hukum Online, 2019). 
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Figure 5.2. The historical development of national and international institutions towards the sustainable palm oil in Indonesia (black colour: 

national institutions; Red colour: international institution.
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5.4.2 KEY EVENTS AND INSTITUTIONAL CHANGE AND/OR CONTINUITY ON 

SUSTAINABILITY IN INDONESIAN PALM OIL SECTOR. 

The description of the historical development of institutions in the Indonesian 

palm oil sector in the previous section has shown how international institutions 

influenced development of national institutions. Many of these international 

institutions indirectly influenced the domestic policy-makers, whether it was either to 

change or to continue the institutional path they had already made. However, internal 

domestic politics also played a role in this process.  

In this section we highlight several key institutions and demonstrate how 

continuity and change occurred in the development of palm oil institutions in 

Indonesia, and what factors have triggering continuity or change, and whether the 

change was exogenous or endogenous, or both.  

The previous periods of the development were marked by initiation of the PIR 

and NES projects in the Indonesian palm oil sector. The path has been initiated, and 

the creation of the PIR and NES resulted, from both external and internal factors. 

Ultimately, it reflected endogenous change. Independence after the colonial era 

resulted in the takeover and nationalisation of the plantation companies. This 

exemplified ‘territorialisation’ 19  effects after the colonial period (Brad, Schaffartzik, 

Pichler, & Plank, 2015) and continued with the development of smallholder 

plantations as a way of empowering local farmers.  

This approach was based on the Government’s broader policy for equity 

development. It was also part of an attempt to gain more foreign exchange for the 

country. Funding from the World Bank supported the concept of initiating the 

PIR/NES projects and, as the wider world started to place more emphasis on 

environmental issues, it included a range of environmental considerations. 

Endogenous change occurred as part of a long process during the shift of power from 

colonialism to the nationalist era. Various incremental attempts to develop the 

                                                                 
19 Territorialization is about excluding or including people within particular geographic boundaries 
and also involves the restrictions on activities within the territories (Vandergeest & Peluso, 1995). 
Brad et al. (2015) have discussed regarding territorialization and reterritorialization in the palm oil 
sector. 
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plantation sector were supported with ‘activation’ outside domestic institutions. For 

example, foreign funding increasing required the inclusion of environmental concerns. 

This later became formalised under the sustainability principle. This type of change can 

be characterised as ‘displacement’, since endogenous change was due more to political, 

rather than cognitive or normative, aspects following the shift of power. However, we 

also argue that initiation by the Government has been accelerated by exogenous 

factors supporting implementation of the new institutions, such as funding from the 

World Bank. Both active cultivation of action inside an existing institutional setting, 

and invasion of foreign practices occurred in this case, which is a feature of 

displacement (Streeck & Thelen, 2005). 

In the second period, the sustainability principle started to become an 

important concept that intensively influenced Indonesia’s institutions. The important 

key event in this period was the 4th amendment of the Indonesian constitution. The 

Indonesian Government demonstrated their commitment to sustainability by including 

the sustainability concept in their highest constitutional hierarchy. Moreover, after the 

constitution was amended, plantation sector institutions also changed with the 

publication of Act No. 18 year 2004 that also incorporated the sustainability principle.  

We argue that change in this period is exogenous, yet incremental, because of 

accumulated regulation including the sustainability element following the continuous 

echo of sustainability in global institutions that penetrated into most countries 

worldwide. However, the change in constitution determines the new path for future 

development with sustainability becoming deeply embedded at the core of Indonesia’s 

institutional arrangements.  

After the Act on plantation regulated the Indonesian palm oil sector, various 

global private institutions for palm oil also started to penetrate during this period. 

Establishment of the RSPO certification systems marked an important institutional 

development in this period. Palm oil plantation companies, as well as global palm oil 

producers, consumers, and various stakeholders started to recognise RSPO as a 

‘legitimate’ sustainable palm oil institution. Moreover, in the year after it was 

established, RSPO adapted its system for each country through national 
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interpretations, principles and criteria. Although initiation of the RSPO can be 

regarded as an incremental process influenced by the echo of sustainability in the 

global world, we argue that the establishment of RSPO in this period and its 

penetration to the Indonesian palm oil sector is an abrupt exogenous institutional 

change. Advent of the RSPO modified behaviour of the actors in the palm oil sectors, 

the dynamics of politics and also the institutional arrangements. Although state 

regulation was embedded within the RSPO system, it was ‘acceptance’ of the RSPO in 

international markets that influenced most Indonesian palm oil plantation companies 

to comply with the RSPO system, so that they could access a broader market. This 

condition tends to disrupt or ‘destabilise’ the existing institutions, as it may undermine 

the Indonesian regulations in this sector.  

The last period is marked by publication of the ISPO certification system 

policy. Initiation of the ISPO was triggered by several factors. Existence of the RSPO 

prompted the Government to initiate the policy. This shows their authority and the 

power of Indonesian institutions in regulating their own domestic sectors and politics. 

Moreover, other factors, such as continuous NGO campaigns on unsustainable 

practices by the Indonesian palm oil sector, encouraged the Indonesian authorities to 

show their commitment towards sustainability. Other events, such as the agreement 

between the Indonesian and Norwegian governments, and repeated calls for traceable, 

environmentally friendly, and sustainable bio-resources globally, also provided a push 

for an Indonesian palm oil institution.  

Nevertheless, the exogenous factors already discussed were not alone in 

triggering initiation of the ISPO. In this policy, the Ministry of Agriculture, on behalf 

of Indonesian government, aimed to fulfil the President’s commitment. Clearly the 

Government also had political and economic motives to reach a larger market through 

its commitment to sustainability and, thereby, sustain its position in global palm oil 

trade. However, the ISPO was not completely new. The Government had tried to 

adapt existing Indonesian institutions into new forms to answer the new challenges 

(i.e. the global world’s demands for sustainability).  
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We argue that endogenous change plays a role here, as the new environmental 

challenges, as well as shifts in the societal balance of power (existence of the RSPO in 

the Indonesian palm oil sector), indicating a type of ‘conversion’ (Streeck & Thelen, 

2005). The characteristics of conversion were collateral with what occurred in the 

publication of the ISPO in the Indonesian palm oil sector. In conversion, the 

institutions are not so much amended, but rather redirected to new goals, functions 

and purposes. Conversion also occurs when existing institutions are adapted to serve 

new goals (Streeck & Thelen, 2005). 

The summary of several key institutions and how they affect continuity and 

change in the development of sustainable palm oil institutions in Indonesia can be seen 

in Table 5.2 below. 
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Table 5.2. Key events and institutional change and/or continuity on sustainability in 

the Indonesian palm oil sector. 

Periods Key events 
International 
(exogenous) 

factors. 

Domestic  
(endogenous) 

factors 

Type of 
institutional 

stability/change 

1st 
period 
(1957-
1986) 

PIR and NES 
project initiation 

World Bank funded 
the project with 
environmental 
feasibility 
requirements. 

 Shift from 
colonialism to 
nationalism. 

 Massive 
development in 
new order era. 

The path was 
initiated 
Endogenous 
change 
(Displacement), but 
accelerated by 
exogenous factors.  

2nd 
period 
(1986-
2004) 

4th amendment 
of Indonesian 
Constitution 
(UUD 1945), 
publication of 
Act No. 23 year 
1997. 

 

 Global 
Institutions on 
Sustainable 
Development (i.e. 
UNCED, Kyoto 
Protocol) 

 Echo of 
sustainability 
 

Accumulated 
sustainability-related 
regulation. 
 

 Exogenous 
institutional 
change.  

 Occurred 
incrementally.  

3rd 
period 
(2004-
2011) 

Establishment 
of RSPO 
Indonesia’s 
National 
Interpretation  

Establishment of 
RSPO International  

------ 

 

 Exogenous 
institutional 
change. 

 New private 
institution 
emerged and co-
exists with the 
State’s 
institution.  

 

4th 
period 
(2011-
now) 

 
Publication of 
ISPO 

 

 New institution 
(e.g. RSPO, EU 
Directive Criteria). 

 Several NGOs 
campaign. 

 New emerging 
challenge (i.e. the 
acceptance 
certification 
system in global 
world). 

 

 

 Shifts in the 
societal balance of 
power (with the 
entrance of new 
actor such as 
RSPO).  

 Economic factor – 
aim for greater 
market and 
maintaining high 
foreign exchange 
from palm oil 
sector.  

 

 

 Partly exogenous 
and endogenous 
institutional 
change.  

 Conversion with 
element of 
stability and 
lock-ins 
(reproduction by 
adaptation). 
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5.5. DISCUSSION 

This study utilised an historical institutionalism approach to explore the 

development of institutions on sustainability in the Indonesian palm oil sector and to 

understand the interaction between institutions. The analysis has revealed how that 

interaction resulted in both change and maintenance of the stability of the institutions.  

Institutions in the sustainable palm oil sector have been through various periods 

of stability and change over six decades. Development of the palm oil sector for 

continuously increasing palm oil production and expansion has indicated the positive 

feedback or increasing return in economic terms. This has generating continuity and 

stability of existing institutions, the conditions that are conducive to path dependence. 

To an extent, this changed when the RSPO published its certification system. Then, 

Indonesian growers had difficulties fulfilling those requirements, yet also wanted to 

expand their market internationally. Although Indonesia has a wide consumer base 

around the world that does not require RSPO certification, losing a major market, such 

as Europe, would have resulted in a significant decrease in foreign exchange returns 

from this sector.  

The punctuated equilibrium model, where path dependency is interrupted by 

critical junctures (with exogenous shocks) that then leads to re-formulated paths has 

been detected in the development of Indonesian palm oil institution (i.e. PIR and NES 

project initiation, 4th amendment of Indonesian Constitution and publication of 

ISPO). International institutions acted as exogenous factors influencing stability and 

change in domestic institutions. Trade liberalisation played a role as an important 

exogenous factor, forcing economic adjustment, and creating internal and external 

market pressures. Another exogenous source of change was interaction with other 

institutions (Koning, 2016). However, this study has revealed that changes occurred, 

not only because of exogenous factors, but also due to endogenous ones coming from 

the institutions themselves. Thus, (whether alone or together with the triggering 

factors from exogenous one) these transformed the institutions incrementally (Greif & 

Laitin, 2004; Koning, 2016; Mahoney & Thelen, 2010a; Streeck & Thelen, 2005). Some 
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changes are manifested through displacement and conversion, routes that have been 

proposed by HI scholars to understand how endogenous change occurred.  

The duality of exogenous and endogenous change in our case study has shown 

the ‘un-sticky’20 characteristic of institutions. Both exogenous and endogenous factors 

have disrupted the stickiness of an institution, opening a window for either minor or 

major change. Capano (2003) revealed in his Italian case that there was a tendency for 

the hegemonic paradigm of government to reposition its own values, reworking and 

including external suggestions and proposals. This has resulted in a gradual process of 

policy change. However, the hegemonic administrative paradigm managed to survive 

by adapting and without changing its deep core structure.  

5.6. CONCLUSION 

Although the literature on institutional stability and change is mostly separated 

into different schools of thought (i.e. rational choice, sociological and historical 

institutionalism), we adopted the perspective that institutional stability and change can 

be considered to be ‘two sides of the same coin’ using an historical institutionalism 

approach (Thelen and Conran, 2016).  

This chapter concludes that changes occurred, not only because of exogenous 

factors, but also due to endogenous ones coming from the institutions themselves. 

Understanding the different events that account for the persistence of particular 

institutional arrangements helps us understand what factors and processes are likely to 

produce institutional change.  

This chapter shows how different institutions rest on different mechanisms of 

reproduction, including how different factors are likely to disrupt them. A comparative 

study of other countries to understand whether the same international trends have the 

same or different consequences will be important to add more insight to the 

development of theories and phenomenon in historical institutionalism.  

                                                                 
20 Institutions considered as ‘sticky’ which means it is resistant to change and generally change only in 
a path dependent ways ).  
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CHAPTER 6 

DOES THE RISE OF TRANSNATIONAL GOVERNANCE ‘HOLLOW-

OUT’ THE STATE? DISCOURSE ANALYSIS OF THE MANDATORY 

INDONESIAN SUSTAINABLE PALM OIL POLICY  
 

 

Abstract 

The rise of transnational business governance has been used to argue that state 

control has declined, which gives rise to the metaphor of a ‘hollowed-out state’. 

However, an alternative hypothesis is that, instead of a weakening of the state, a 

transformation occurs. This study uses interviews and discourse analysis to explore 

the main factors that triggered the initiation of a new government policy following 

extra-territorial transnational negotiations. The Indonesian palm oil sector, specifically 

the publication of the mandatory certification for Indonesian Sustainable Palm Oil 

(ISPO) policy, is used as a case study. We also explore aspects of the ISPO and oil 

palm sector that need focusing on in order to improve sustainable palm oil sector 

governance. Q methodology was used to reveal different discourses on the formation 

and implementation of ISPO policy. We interviewed 36 stakeholders to gather the 

qualitative data used for the Q concourse, and engaged 27 stakeholders in the Q 

sorting process. Five distinct discourses were revealed. Two discourses included state 

sovereignty and the need to strengthen the local sector as triggering factors for ISPO 

initiation. The other three discourses highlighted scepticism about the ISPO regarding 

the financial aspects and conservation value debates; and contain challenges and 

suggestions for ISPO implementation. The study concludes that, in the Indonesian 

palm oil sector at least, ‘the hollow-state’ hypothesis is not wholly correct. Instead, the 

government is undergoing a transformation and is enhancing national institutional 

capacity through the ISPO. However, there are some major concerns. To better 

shape the governance of sustainability in this sector, the government needs to focus 



130 

 

on aspects of policy implementation related to biodiversity conservation values and 

benefits for the producers when being certified, as well as improving engagement 

with stakeholders.  

 

This chapter is based on: 

Astari, A. J., & Lovett, J. C. (2019). Does the rise of transnational governance ‘hollow-
out’ the state? Discourse analysis of the mandatory Indonesian sustainable palm oil 
policy. World Development, 117, 1–12. http://doi.org/10.1016/j.worlddev.2018.12.012 

 

6.1. INTRODUCTION 

 A wide range of initiatives to facilitate global sustainability has emerged. These 

have often originated from international private actors as actions to provide solutions 

for unsustainable resource use. These actors include both globalised business entities 

and ‘big international non-governmental organisations’ (BINGOs). They often work 

together and are globally fluid and beyond the control of state governments and local 

democracies. They represent a dynamic source of “transnational business governance” 

across policy sectors and industries (Eberlein et al., 2014). As a result, the metaphor of 

a ‘hollowed-out state’ has been applied to argue that national state capacity to control 

the policy process has diminished, having been replaced by global non-state 

organisations (Levi-faur, 2012, pp. 10–12; Rhodes, 1994, 2012; Skelcher, 2000). 

However, this perspective has been challenged and it has been argued that hollowing 

out the state is actually ‘reversible’ with national governments regaining their power as 

they begin to notice their loss in capacity (Rhodes, 1994). As time passes and attempts 

are made to regain sovereignty, a transformation and strengthening of the state occurs, 

rather than a weakening of the state (Torfing, Peters, & Sorensen, 2012; Torfing & 

Sørensen, 2014).  

 Recent studies indicate that states are transforming their roles in the era of 

globalisation as network governance with national legal regimes have replaced the 

transnational governance initiated by non-state actors. Therefore, this challenges the 
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hollowed-out state metaphor (Bartley, 2014; Foley & Havice, 2016; Giessen, Burns, 

Sahide, & Wibowo, 2016; Vandergeest & Unno, 2012; Wibowo & Giessen, 2018). 

However, Clifton (2014) argued that it is difficult for the state to regain their loss of 

governing capacity, as power is scattered across both national and international entities. 

In this study, we seek evidence to ascertain whether or not the concept of a ‘hollowed-

out’ state can still be applied in current debates about the strategies and choices of state 

actors under the influence of transnational governance.  

 In our search for evidence, we explore changes in the institutional 

arrangements governing sustainability in the Indonesian palm oil sector. Large-scale 

and intensive corporate palm oil plantation expansion has resulted in many 

environmental and social impacts (Abood et al., 2015; Ganser et al., 2017; Obidzinski 

et al., 2012). These impacts raised concerns amongst BINGO transnational actors, 

who then negotiated with business to create an extra-territorial solution, resulting in 

the creation of a Roundtable on Sustainable Palm Oil (RSPO). In the light of the non-

state transnational standards discussed under the RSPO, and other initiatives, including 

private sustainability commitments and consumer-country sustainability incentives 

(Pacheco, Schoneveld, & Djama, 2018), the Indonesian government introduced the 

Indonesian Sustainable Palm Oil (ISPO) policy (Giessen et al., 2016; Hospes & Kentin, 

2014; Sahide, Burns, Wibowo, Nurrochmat, & Giessen, 2015; Schouten & Bitzer, 

2015; Wijaya & Glasbergen, 2016). The ISPO is an obligatory national certification 

system for all Indonesian oil palm plantation companies. These parallel initiatives and 

standards act as regulatory governance for palm oil. The ISPO adds to creation of 

‘regime complexity’, where standards initiated by national, international, private and 

public actors overlap in the same domain (Keohane & Victor, 2010; Overdevest & 

Zeitlin, 2014). 

 The rise of complex state and non-state transnational governance for the 

Indonesian oil palm sector inevitably has resulted in a range of interactions between 

actors expressing conflicting interests, beliefs and perceptions. We utilise Q 

methodology in this study to obtain and analyse the beliefs and perceptions from the 
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discourses of actors responsible for creating, monitoring and implementing the ISPO 

and oil palm governance.  

Q analysis has been applied in many governance studies to understand 

subjective perceptions and shared knowledge of stakeholders about the issues being 

investigated (Barry & Proops, 1999; Focht & Lawler, 2000; Frantzi, Carter, & Lovett, 

2009; Ockwell, 2008; Takshe et al., 2010; Tuler & Webler, 2009). To the best of our 

knowledge, there are no other studies applying Q analysis to investigate how 

perceptions between the stakeholders in the Indonesian palm oil sector both differ and 

are shared. In revealing the way actors interact and communicate, our analysis can be 

used to facilitate better policy implementation and outcomes. 

 We explored the main factors that triggered the government into initiating the 

ISPO. We seek shared ideas in the discourses that could be used to help shape 

sustainable governance in the palm oil sector. The results shed light on how 

governance and actors at multiple levels interacted, and contributed to the debate, 

about whether or not transnational governance has been ‘hollowing-out’ the state.  

The main findings confirmed that ISPO initiation was triggered by a need for 

sovereignty, indicating that, in the Indonesian palm oil sector, the ‘hollowed-out’ state 

hypothesis was not entirely applicable. Instead, the government was undergoing a 

transformation for enhanced national institutional capacity. This study also revealed 

factors that need to be focused to enhance sustainability in the ISPO and Indonesian 

palm oil sector. These include policy implementation related to biodiversity 

conservation values and benefits for the producers when being certified. 

This chapter is divided into seven sections. The theoretical background is 

presented in Section 6.2. This includes discussion of the shift of government to 

governance, and the dynamics of governance interaction. Governance in the 

Indonesian palm oil sector is described in section 6.3. This is followed by a description 

of methods and analytical approach in section 6.4. The discourses revealed by the Q 

analysis are presented in section 6.5. Section 6.6 presents the discussion and section 6.7 

presents conclusions of this chapter. 
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6.2. THEORETICAL BACKGROUND 

6.2.1. FROM GOVERNMENT TO GOVERNANCE AND THE ‘HOLLOWED-OUT’ STATE 

Increasing concern about the lack of progress on governance for global 

environmental and social sustainability has led many actors to seek alternatives. For 

instance, civil society actors take direct action through consumer boycott campaigns 

and, in some cases, coalitions have formed in which non-state organisations have 

collaborated with private actors to encourage companies to opt for more sustainable 

production practices (Bailey, Wilson, & Phillips, 2013; Gulbrandsen, 2014). As a 

consequence, certification of sustainable production has emerged as a form of non-

state market-driven (NSMD) governance, where non-state actors use market-based 

instruments to establish international institutions with formalised norms and rules 

(Bartley, 2007; Bernstein & Cashore, 2012; Cashore, 2002). Other schemes, such as 

global trade rules, private-sector sustainability commitments, consumer country 

regulations and incentives, have also emerged as forms of transnational governance to 

address some of the crucial environmental problems that governments appear 

unprepared to fully solve (Nesadurai, 2017b; Pacheco et al., 2018). Proliferations of 

these schemes constitute a transnational regime complex where parallel regulatory 

institutions from a variety of actors are aggregated in the same domain (Keohane & 

Victor, 2010; Overdevest & Zeitlin, 2014). 

The rise of complex transnational governance has been associated with the 

concept of the ‘hollowed-out state’ with a shift from government to governance in 

which power and authority is reallocated from national control to transnational 

markets and global political institutions (Jessop, 2013; Rhodes, 1994). This shift has 

been considered to be occurring in many countries, for example Rhodes (1997) 

considered that in Britain ‘’the state has become a collection of inter-organizational 

networks made up of governmental and societal actors with no sovereign actor able to 

steer or regulate’’ (Rhodes, 1997, p. 57).  

However, in contrast, there are criticisms of the hollowed-out state metaphor. 

It has been argued that there is no decline of state control, and that it has not been 
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hollowed-out, but rather has reasserted its privileged position to govern in response by 

regulating the mix of governing structures and regulatory instruments as a part of the 

transformation of the state (Pierre & Peters, 2000, p. 78).  

6.2.2. DYNAMIC GOVERNANCE INTERACTION 

 As transnational governance schemes proliferate, the interactions amongst 

them and with other normative regimes, either state-based or non-state, are highly 

diverse (Eberlein et al., 2014). The feedback effects can be both positive and negative. 

For example, on the one hand, economic competition can give rise to a regulatory ‘race 

to the bottom’ for lower standards. On the other hand, there can be a ‘race to the top’ 

for more stringent environmental standards to enhance public credibility (Vogel, 1997). 

Nonetheless, conditions of complexity entail institutional adjustments operating under 

bounded rationality, heuristics and incremental change (Alter & Meunier, 2009). 

Overdevest and Zeitlin (2014) described a process of experimentalist governance, 

which emerged as a result of dynamic interactions between private-public and global-

domestic governance. In experimentalist governance, actors define the goals and revise 

the governance architecture iteratively, based on learning from comparison of 

alternative approaches in order to attain their goals in different contexts (Overdevest & 

Zeitlin, 2014, 2018).  

 When a state is claiming back its position in a growing complex web of 

transnational governance, it becomes more involved in the network of transnational 

governance regimes. This results in a shift from national governance to multi-level or 

meta-governance. Here, a state aims to steer multiple agencies, institutions and systems 

through mutual interdependence (Jessop, 2013). In the case of emerging non-state 

actors in transnational governance, such as certification schemes (e.g. in forest and 

fisheries certification programmes), the state might respond by legitimising certification 

as a credible policy tool that can be trusted by companies and consumers. However, 

the government might also respond by creating similar national schemes as a counter 

to non-state certification schemes, particular those which it might consider to be a 

form of extra-territoriality (Foley & Havice, 2016; Vandergeest & Peluso, 1995; 

Vandergeest & Unno, 2012). Thus, in this type of public-private governance 



135 

 

interaction, state government has the capacity to either inhibit (antagonism) or support 

(complementarity) the non-state’s initiatives (Gulbrandsen, 2014; Lambin et al., 2014; 

Pacheco et al., 2018). 

6.3. INDONESIAN PALM OIL SECTOR AND ISPO 

 Indonesia is one of the major palm oil producers in the world. This has led to 

many environmental and social concerns. Environmental issues include: water 

pollution, soil erosion and air pollution (Obidzinski et al., 2012); conversion of natural 

forests into palm oil plantation, increasing habitat fragmentation and biodiversity loss 

(Ganser et al., 2017); deforestation and conversion of peat swamps (Abood et al., 2015; 

Koh, Miettinen, Liew, & Ghazoul, 2011); burning and smoke haze (Nesadurai, 2017a; 

Reed et al., 2015); and greenhouse gas emissions and associated high carbon debt 

(Pacheco, Schoneveld, Dermawan, Komarudin, & Djama, 2017). Social issues include: 

conflict over land use; land ownership and tenure; and, how the rights are transferred 

(Colchester, 2011; Li, 2017; McCarthy, 2012; Teoh, 2010).  

 In particular, there are concerns about legality of smallholder land titles, with 

disputes occurring in many provinces (including South Sumatra, Riau, and West 

Kalimantan) over loss of traditional land and forest encroachment involving local 

government, the Ministry of Forestry and the national land agency (UNDP, 2013).  

Other issues include: the limited knowledge of smallholders on best plantation 

practices; limited access to good quality seeds and fertiliser; limited access to credit 

from commercial banks; limited capacity to sell oil palm fruit to mills; and slash and 

burn practices, which are still used by smallholders to open land. Moreover, uneven 

distribution of economic benefits and vulnerability to poverty have also become issues 

(Cahyadi & Waibel, 2016; Obidzinski et al., 2012). Some of these concerns have 

become compliance barriers in existing sustainability standards and threaten to exclude 

smallholders from the formal market.  

Smallholders in the Indonesian palm oil sector are not a homogenous group; 

instead they encounter different types of compliance barriers and sustainable 
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development challenges. These include: land legality; market access; production 

practices; and, livelihood strategies (Jelsma, Schoneveld, Zoomers, & Westen, 2017). 

Study has suggested that private and public initiatives need to diversify their 

implementation approach to accommodate the different types of smallholders (Hidayat 

et al., 2017). 

 Rising global demands for palm oil from Indonesia, and the associated 

sustainability issues, have resulted in increasing dissatisfaction with oil palm production 

practices in Indonesia and elsewhere. This has led to international non-state 

organisations to initiate a transnational private governance arrangement. The 

sustainable palm oil concept was first developed with the formation of the Roundtable 

on Sustainable Palm Oil (RSPO) in 2003. This non-state collaboration established 

governance systems for social and environmental issues, with the market operating as a 

coordinating mechanism. Several further transnational voluntary schemes emerged 

later, including: the International Sustainability and Carbon Certification (ISCC) 

standard, established in 2010, as a certification system to certify crude palm oil with 

compliance to the European Renewable Energy Directive; the Sustainable Agriculture 

Network (SAN); the Palm Oil Innovation Group (POIG); and the Indonesian Palm 

Oil Pledge (IPOP) (Pirard, Rivoalen, Lawry, Pacheco, & Zrust, 2017). The Indonesian 

Chamber of Commerce and Industry (KADIN), in order to promote zero-

deforestation commitments under four pillars of the pledge, established the IPOP. 

This included: improving environmental stewardship; strengthening policies and 

regulations; expanding social benefits; and improving competitiveness of Indonesian 

palm oil. However, the IPOP was disbanded in July 2016 after facing threats of legal 

action by the government on charges of organising a cartel (Pirard et al., 2017).  

Pye (2018) argued that the emerged certification schemes are part of the ‘post 

political’ climate politics regime that attempts to green the status quo, as there is an 

absence of political analysis or debate within these stakeholder-based arrangements. 

Furthermore, the Indonesian palm oil sector is influenced by the dynamics of various 

transnational governance arrangements. For example, the European Parliament in 

April 2017 proposed a ban on the use of unsustainably produced palm oil for biofuels 
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in the EU market from 2020, in order to reduce deforestation and contribute to 

meeting Europe’s ambitious climate goals. However, in June 2018, a political 

agreement between European Commission, European Parliament and the Council of 

the EU implied that the EU market remained open to palm oil imports. Nonetheless, 

the new EU regulatory framework includes a binding renewable energy target for the 

EU of at least 32% by 2030 (EU Commission press release, 2018). This means, by that 

time, unless Indonesian palm oil can fulfil EU standards, it will be phased out from the 

EU market. 

In the national sphere, Indonesian palm oil has been chosen as the priority 

commodity in the Indonesian development master plan. Several new laws affect 

plantations, including Act No. 39/2014, which replaced the old plantation law (Act 

No. 18/2004). It sets stricter rules limiting foreign ownership and investment in the 

plantation sector and prioritises smaller local investors. Other national initiative in this 

sector is the establishment of the CPO Fund. This aims to use export levies from palm 

oil products to finance its operations, for example, to help pay for replanting, research 

and development, and promotion of palm oil to the consumers. Fiscal and production 

policies and spatial planning policies are also in the domestic governance for this sector 

(Pacheco et al., 2017). 

The ISPO policy is currently the most important public regulation governing 

palm oil production in Indonesia. The Ministry of Agriculture published it in 2011 as a 

commitment to sustainable palm oil plantations. It aims to: improve competitiveness 

of Indonesian palm oil in world markets; meet the President of the Republic of 

Indonesia's pledge to reduce greenhouse gas emissions; and reduce environmental 

problems. The ISPO was initiated after business stakeholders complained about the 

unsuitability of standards, such as the RSPO, as a way of ensuring Indonesia’s 

sustainability commitment in international markets (Caroko et al., 2011; Paoli et al., 

2010). The reasons for the initiation of the ISPO as a national alternative to the RSPO 

have been much discussed, for example, because non-state sustainability certification is 

counter to the sovereignty of states (Cashore & Stone, 2014) under world trade 

agreements (Osterwalder-Bernasconi, Magraw, Olive, Orellana, & Tuerk, 2000; 



138 

 

Vandergeest & Peluso, 1995). The ISPO is considered variously by some to be: an act 

of the government claiming back its authority (Giessen et al., 2016; Sahide et al., 2015); 

a behavioural shift from a non-responsive stance to an active development of 

alternative public national standards and certifications (Wijaya & Glasbergen, 2016); a 

direct response to existing global standards (Schouten & Bitzer, 2015); and, as a rival 

governance network to challenge the interventions from the North, rather than a 

means of creating national standards to implement global standards (Hospes, 2014). 

However, some issues have emerged after the government published the 

ISPO policy. The ISPO has been perceived as having less ambitious goals compared to 

the other non-state standards, particularly related to forest conservation (Pirard et al., 

2017). For example, there is a disparity between the RSPO and ISPO on the concept 

of High Conservation Value (HCV)21 as adopted in the RSPO. The ISPO is believed 

to offer more latitude to palm oil plantations to increase production at the expense of 

forests and other high conservation areas (Hospes, 2014). There are also doubts that 

the ISPO will have more speedy results for enhancing sustainability in the palm oil 

sector as compared to the private initiatives (Hidayat et al., 2017).  

The ISPO was revised in 2015 with major changes in determining those 

groups for which the ISPO certification system was mandatory or voluntarily. When it 

was first published, ISPO certification was obligatory for all palm oil growers. The 

revised policy required obligatory certification for oil palm plantation companies, palm 

oil mills without plantations, and for plantations owned without a palm oil mill. It is 

voluntary for plasma farmers, smallholders, and companies who produce palm oil for 

bioenergy. It will become mandatory for the smallholders in 2020, as they have to 

provide the millers with certified fresh fruit bunch (Glasbergen, 2018). In 2016, the 

government was planning to strengthen the ISPO and escalate its legal status from a 

Ministry of Agriculture Regulation into a Presidential Regulation. The aim of this 

strengthening process was to reform governance of sustainable palm oil in Indonesia; 

increase the acceptance of Indonesian palm oil in the global market; and, contribute to 

                                                                 
21 High Conservation Value (HCV) was first adopted in 1999 for the Forest Steward Council (FSC) 
certification scheme. The concept of HCV recognizes six values including biodiversity, cultural 
values, critical ecosystems and contributions to larger landscapes (Pirard et al., 2017). 
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the efforts for preserving high carbon stock and conservation values (Strengthening 

ISPO, 2018). Various suggestions emerged. For instance, a coalition of NGOs 

proposed that the principal of human rights, traceability and transparency to be 

included in the draft. The ISPO committee explained that the proposed human rights 

principle would be removed from the draft, though the principle of traceability and 

transparency will be added. This range of perceptions demonstrates that there are 

diverse and conflicting beliefs amongst the stakeholder groups promoting sustainability 

in the palm oil sector. This study aims to use discourse analysis to reveal these 

differences and identify shared beliefs amongst these actors.  

6.4. METHODOLOGY 

Discourse analysis analyses each individual’s discourses to reveal how 

perceptions are shared between people. A discourse is defined as an ensemble of ideas, 

concepts, and categories through which meaning is given to phenomena (Barry & 

Proops, 1999; Gasper & Apthorpe, 1996). Discourses represent the way of seeing of 

each particular individual. In other words, they are subjective and are delivered in 

particular circumstances, and at a particular time, to form conceptions of certain 

aspects of the world (Barry & Proops, 1999). This study used Q methodology to 

analyse the discourses around the ISPO policy and sustainability in the palm oil sector. 

Q methodology is considered a ‘’qualiquantological’’ method, since it includes both 

qualitative and quantitative elements (Stenner and Rogers, 2004 in Todd, Nerlich, 

McKeown, & Clarke, 2004). Q limits research bias since the participants as derived 

from interviews generate the statements used, and are not imposed by the researcher 

(Watts & Stenner, 2005). The difference from R-methodology is that Q is not a 

method for correlating between variables; rather it correlates the viewpoints to extract 

the different components of discourses among stakeholders (Eghbalighazijahani, Hine, 

& Kashyap, 2013).  

 Q methodology has been applied in many governance and policy studies. 

Durning (1999) suggested Q methodology helps in-depth understanding of subjective 

perceptions of stakeholders about the policy issues being investigated. Barry and 
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Proops (1999) used Q methodology to examine how the public viewed environmental 

issues and policies. They argued that Q methodology can be part of the process of 

delivering better environmental policies by informing policy-makers as to which 

policies are acceptable in one locality or stratum of society, or may be ineffective or 

even unworkable elsewhere. Ockwell (2008) explores the extent of Q methodology in 

opening up policy to reflexive appraisal using the case of fire management in Australia. 

Frantzi et al. (2009) used discourses on international environmental regime 

effectiveness with Q methodology to conclude that there is no one ‘right’ way of 

defining effectiveness of environmental regimes.   

 This study consists of five sequential steps. The first step involved collecting 

statements for a ‘concourse’ (i.e. a compiled list of things people say or think about the 

issue being investigated) from the palm oil stakeholders, including people who were 

involved in the ISPO policy-making process. The statements were obtained from both 

primary and secondary sources. The primary data were collected through interviews 

with 36 people. These included: the ISPO commission (1 person), National and 

District Governments (10), the RSPO representative (1), local and international NGOs 

(9), large scale palm oil companies (4), smallholders (3), palm oil associations (3), palm 

oil auditor and certification body (1), a private consultancy company (2), academics (1), 

and media (1). The interviews were conducted during the period 2013 to 2016 in 

Bahasa Indonesia with 34 respondents and in English with two respondents, and were 

transcribed verbatim. The secondary sources included policy documents, presentation 

notes, news articles and journals.  

The second step is selecting a sample of statements. Dryzek & Berejikian 

(1993) and Takshe et al. (2010) divided the discourse elements and type of claim (Table 

6.1) into categories to help filter the statements into manageable numbers, whilst still 

representing the concourse. There are different opinions regarding the optimal number 

of statements to produce stable and reliable statistical results. Some consider that at 

least 60 statements were required, but other researchers suggest that 36 statements are 

sufficient to give significant results (Barry & Proops, 1999). Categorization of 

discourse elements was based on the main elements of a political discourse, i.e. 
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ontology, agency, motivation and relationships. The other dimension used is more 

heuristic and has a minor role in statement selection. This dimension is based on the 

arguments that any political discourse will exemplify certain claims about the world. 

These are definitive, designative, evaluative and advocative (Dryzek & Berejikian, 

1993). Detailed explanations of the discourse elements and the type of claim are 

presented in Table 6.1. Coding of each statement and categorization was done using 

Nvivo 11 software.  

Table 6.1. Discourse elements and type of claim for filtering the statements (Dryzek & 
Berejikian, 1993; Takshe et al., 2010). 

Discourse 

elements 

Ontology 
Reflects set of entities such as states, nations, individuals, classes, genes, 

and interests. 

Agency Reflects various degrees of agency attributed to these entities. 

Motivation 
Reflects agents’ recognised or denied motivation such as self-interest, 

public-spiritedness, civic virtue, impartially, and survival. 

Relationships 

Reflects natural or unnatural political relationships mainly taken for 

granted such as hierarchies based on age, education, birth, gender, 

wealth, social class. 

Type of 

claim 

Definitive Reflects the meaning of terms (definitions) 

Designative Reflects concerning issues of fact 

Evaluative Reflects something of the worth of something that does or could exist. 

Advocative Reflects something that should or should not exist. 

 

The third step is the Q sorting process where participants are selected from 

the people involved in the discourses. They are then asked to sort the selected 

statements in their preferred order of importance on a large table called a Q Grid 

(Figure 6.1.). It is important that some of the people who were interviewed initially are 

involved in the Q-sorting process to ensure that their views are being addressed. In the 

first phase of this study, 36 stakeholders were interviewed to gather information about 

the ISPO and issues in the palm oil sector. In the Q sorting phase, a total 27 

participants made statement sorts, of which 15 participants were the same stakeholders 

who had been interviewed in the first phase. The Q sorting process was conducted 
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between January and October 2016. Twenty-six of the Q-sorts were conducted in 

Bahasa Indonesia and one in English.  

For the design of the Q grid, Brown (1980) suggests using an 11-point scale (-

5 to 5) for Q sets numbering 40-60 statements and 13-point scale (-6 to 6) for Q sets 

of 60 statements and above. Brown (1980) also discussed the general shape, or 

kurtosis, of the distribution i.e. its degree of flatness or steepness, arguing that if the 

participants are unfamiliar with the topic, or if it is especially complex, a steeper 

distribution reflects less decision and less potential anxiety for such participants. In 

contrast, a shallower or more flattened distribution indicates more straightforward 

topics, or topics in which the participant group is likely to be knowledgeable. We 

designed an 11-point scale (-5 to 5) distribution for the Q grid, since 54 statements 

were chosen in the filtering process. The Q grid was constructed so as to have a 

shallow, flattened distribution, since the topic is specifically about the ISPO and the 

participant groups selected are likely to be particularly knowledgeable about it. This 

type of distribution offers a strategy that allows us to maximise the advantages of the 

participant’s excellent knowledge of the topic (Watts & Stenner, 2005).  

Participants initially were asked to read statements and place them into three 

categories: Agree, Disagree and Neutral, in order to ease their placing of the statements 

into the Q Grid. Next, they were asked to rank statements in a forced quasi-normal 

distribution from -5 to +5 depending on how representative or not they were of their 

views, with -5 being ‘mostly disagree’ and +5 being ‘mostly agree’ (see Figure 6.1). 

During the Q-sort process, there was usually a dialogue between the researcher and the 

respondent about the reason for the choice of ranking and for clarification about the 

meaning of the statements. This additional information from the respondents was used 

to interpret the discourses derived from the Q-sorts. 
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Figure 6.1. The Q Grid of this study 

 

 The fourth step was analysing the combined sorted statements using a Q 

factor analysis. For this study, PQ method software was used. The results of the Q-sort 

were correlated with each other and the inter-correlation matrix was analysed using 

Principal Component Analysis and the Varimax rotation procedure. The factors were 

selected based on their eigenvalues, which had to be greater than 1.0 (statistically 

significant), and also a minimum of two Q sorts had to load significantly on that factor 

(Takshe et al., 2010; Watts & Stenner, 2005).  

 The last step was translating and interpreting each factor into discourses. 

Each factor reveals a ‘general outline’ of participants with a particular perception. 

However, there are limitations to this study. The statements were collected during the 

period 2013 to 2016. As such, the statements and the discourses did not capture the 

recent developments of the ISPO. Nevertheless, this study helped to capture beliefs 

and positions of these stakeholders in the initial period of ISPO publication.  
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6.5. RESULTS 

 In this study, a total of 474 statements were selected from primary and 

secondary sources. After the reduction process, the final number of statements 

selected was 54. The statements were made in two language versions (Bahasa 

Indonesia for the native Indonesian stakeholders and English for the non-native 

stakeholders) to make the scoring process easier for the participants. The numbers of 

statements in each category are given in Table 6.2. 

Table 6.2. Statements categorization before and after reduction process into 

manageable numbers 

Category 

Ontology Agency Motivation Relationships 

Before After Before After Before After Before After 

Definitive 2 1 5 0 1 0 0 0 

Designative 29 2 82 4 63 4 40 3 

Evaluative 16 5 51 8 83 9 37 5 

Advocative 2 1 24 5 30 5 9 2 

 

 The 54 statements were ranked using the Q sorting process, and the results of 

the Q sorting process were analysed by factor analysis. Five distinct factors were 

extracted statistically. Each factor had an eigenvalue greater than 1.0, with at least two 

participants loading significantly on it. Discourses were then constructed as an 

interpretation of those five extracted factors. The interpretation was analysed using the 

overall pattern of each factor, including the statements that are the most extreme rated 

statements within the ideal type Q sort for that discourse (i.e. those rated either +5 or 

–5). Distinguishing statements (those that statistically distinguish the discourse from 

other factors at the P < 0.01 or 99 percent confidence level) were used to assemble the 

discourses. Some key participant’s own statements from the post Q-sorting interview 

helped to clarify the English translations of the Bahasa Indonesia statements. The Q-
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method also produces a list of consensus statements. Consensus statements indicate 

that there are no significant differences in the factors. Therefore, the analysis does not 

distinguish one factor from others, because all the factors may give the same scores 

(Brown, 1980). The complete list of statements and scores on each factor is presented 

in Appendix 6. 

The correlation statistics (Table 6.3) give negative scores between factor B 

and factor C (-0.0363); and factor B with factor E (-0.0586). A negative correlation 

suggests that high scores relative to one variable are typically associated with low 

scores on other variable (and vice versa) (Watts & Stenner, 2012). However, in this 

study, the negative correlation scores are small. Therefore, it can be concluded that the 

negative association of factor B with both factor C and E is relatively weak. 

Table 6.3. Correlations between factor scores22 

Factor A B C D E 

% of 

variance 

explained 

# 

coefficients 

> 0.351 

A 1.000 0.0353 0.2858 0.1032 0.4699 15 9 

B  1.000 -0.0363 0.0064 -0.0586 7 5 

C   1.000 0.1985 0.0104 9 5 

D    1.000 0.059 8 4 

E     1.000 9 5 

 

 A summary of the number of stakeholders loading on each factor is presented 

in Table 4. A significant factor loading is calculated by using the equation 2.58(1/N) 

where N equals the number of statements used. This would be at significance level of 

P < 0.01 (Brown, 1980, p. 283). In this case, a significant factor loading would be equal 

to or greater than 2.58 (1/54) = ±0.351. The factors extracted are considered to be 

the ideal Q sorts around which all the closest Q-sorts are gathered. The resulting 

                                                                 
22 Correlation matrix between factors and number of sorts loading on each factor. Correlations are 

from 0 (no- correlation) to 1 (complete correlation). The percentage of variance explained by each of 

the factors and number of respondents with a significant factor loading coefficient > 0.351 are also 

given.  
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factors represent common patterns of responses across the participants and describe 

the discourses to which participants contribute (Takshe et al., 2010).  

From the results (Table 6.4), we can see that discourses A and E are mostly 

supported by the government, while discourses B, C and D were mostly supported by 

the NGOs, other groups also supported each discourse. Although the results show 

how each discourse was supported by each group of stakeholders, it cannot be 

concluded with certainty that particular groups of people will load significantly on 

specific factors. However, the results of which group of stakeholder’s loads on to each 

factor can be treated as a working hypothesis (Ockwell, 2008). In order to predict the 

likelihood of each stakeholder loading into a discourse, a large sample size would be 

needed to get statistically significant results (Takshe et al., 2010). 

Table 6.4. Number of stakeholders loading on each factor 

Stakeholders 
Loading on each factor 

A B C D E 

The Government 4 
   

3 

Palm Oil Association 1 
    

Private Consultancy Companies 1 1 
   

Auditors and Certification Body 
  

1 
 

1 

NGOs 
 

4 2 3 
 

Academics 1 
 

1 
  

Palm Oil Companies 1 
 

1 1 
 

Media 1 
   

1 
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6.5.1. DISCOURSE A: SOVEREIGNTY AS A MAIN TRIGGER FOR ISPO CREATION. 

Table 6.5. Distinguishing statements for Discourse A 

Statement 

Number 
Distinguishing Statements Rank 

16 
The definition of a ''good palm oil company'' in Indonesia is a company that 

complies 100% with Indonesian regulation. 
5 

45 

All the palm oil companies in Indonesia must comply with existing 

regulations in Indonesia and do not have to comply with regulations from 

another country. 

5 

1 

Campaigns on negative issues such as health, social, and environmental 

impacts were made by international and external actors about the Indonesian 

palm oil sector. 

4 

27 

The commitment of six big palm oil companies to the Indonesian Palm Oil 

Pledge (IPOP) will cause difficulties for oil palm smallholders since their oil 

palm fruit could not be purchased by these big companies. 

3 

23 

The legal status of the ISPO needs to be published by an authority higher 

than the ministry (Government Regulation (PP) or Presidential Regulation 

(Perpres)) to enhance involvement of all stakeholders and increase the trust of 

outside parties. 

2 

21 
The ISPO needs to have both incentive and disincentive mechanisms to 

encourage sustainable palm oil practices. 
-1 

12 
The ISPO is a reaction from the Indonesian Government to the various 

negative campaigns and the demand of palm oil consumers. 
-2 

 

Discourse A emphasises that sovereignty has mainly triggered initiation of the 

ISPO policy. The statements that most participants agreed on this discourse are 

statements (S) 16, 45, 3, 1, 37, 10, and 44 and the distinguishing statements are 

statements 16, 45, 1, 27, 23, 21, 12 (Table 6.5). Discourse A represents 15% of the 

variance and is the strongest discourse in this study.  

This discourse revealed there are several negative aspects, such as health, 

social, and environmental issues that have been delivered by various international 

parties to the Indonesian palm oil sector (S1). However, in the initiation of ISPO, this 

discourse rejects that the ISPO was born as a reaction to various negative campaigns 
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and the demand of palm oil consumers (S12). The participants who loaded into this 

discourse agreed that the ISPO originated as an effort by the Indonesian government 

to reform the Indonesian palm oil sector (S10), emphasizing the position of Indonesia 

as a sovereign country.  

Moreover, as sustainability goals are already embedded in the Indonesian 

constitution (S3), these became a basis for initiation of the ISPO. It was stated that all 

palm oil companies located in Indonesia should comply with existing regulations in 

Indonesia, not regulations from other countries (S45) and, as the ISPO was compliant 

with regulations for palm oil plantations in Indonesia, the label of a “good palm oil 

company’’ in Indonesia should be based on an assessment of a palm oil company’s 

compliance with Indonesian regulation (S16).  

This discourse, on the other hand, disagreed with initiation of the compliance 

commitment from leading palm oil companies in the Indonesian Palm Oil Pledge 

(IPOP) that went beyond commitment to existing regulations. The IPOP was 

perceived to have the potential for causing difficulties for oil palm smallholders, since 

their oil palm fruit may not be acceptable to the big companies (S27). Also, the IPOP 

is not in line with the ISPO and raised concerns of cartel-like activities. This discourse 

also clarified that the ISPO has the binding force of law and there are sanctions for 

those unwilling to apply for certification. Thus, the ISPO system operates by 

‘command and control’ and does not need incentive and disincentive mechanisms to 

encourage sustainable palm oil practices. This is in contrast to statement 21. 
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6.5.2. DISCOURSE B: THE NEED TO STRENGTHEN LOCAL SECTORS. 

Table 6.6. Distinguishing statements for Discourse B 

Statement 

Number 
Distinguishing Statements Rank 

35 

Local government enforcement capacity in developing the sustainable palm 

oil sector is often hampered by budgetary limits and pressures to support 

more expansion. 

4 

43 
Conservation and forestry areas (HCV areas) should be placed outside palm 

oil plantations. 
4 

39 

A 'No deforestation' commitment is only one criterion that is already 

covered in the ISPO, so it does not need to have exaggerated prominence 

because other criteria are also important. 

-5 

10 The ISPO resulted from efforts to reform the Indonesian palm oil sector. -5 

11 

The Sustainable Palm Oil (SPO) Initiatives by UNDP is a good platform to 

discuss the best solution for palm oil development problem in province and 

national level. 

1 

 

Discourse B represents 7% of the variance. The most agreed statements in 

this discourse are 51, 37, 13, 36 and 18. In contrast, the statements with strong 

disagreement are 50, 10, 39, and 9. The distinguishing statements are 35, 43, 39, 10 and 

11 (Table 6.6). 

Discourse B highlights the need to strengthen the local sector for 

implementing the sustainability agenda. There is an urgent need to strengthen the 

capacity of smallholders, who account for approximately 40 percent of oil palm 

acreage in Indonesia (S51). Various kinds of compliance barriers to smallholders, such 

as those related to land legality need to be solved first in order to be certified by the 

ISPO and other kinds of certification schemes and in order to avoid marginalisation 

from the market. Yet, the budget for certifying smallholders also needs contributions 

from other parties, due to the large numbers of smallholders and the limited amount of 

funds available to the smallholders themselves, and the government, for these actions 

(S18).  
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The need to strengthen the local sector in this discourse also includes the local 

government. Budgetary limits and pressures to increase expansion of oil palm 

plantations hampered local government enforcement capacity (S35). However, some 

stakeholders argued that the problem was not the budgetary limit, but the allocation of 

the budget for appropriate activities to support policy implementation. This discourse 

also agreed that collaboration between local stakeholders needs. This was so as to 

facilitate opinions, ideas, and articulation of problems in each province and local level 

being gained. Support from organisations, such as the United Nations Development 

Programme (UNDP), for initiating the multi-stakeholder platform was useful to help 

disseminate ISPO policy and to discuss the best way of solving perceived problems in 

sustainable palm oil development, at both the local and national level (S11).  

 

6.5.3. DISCOURSE C: CHALLENGES AND SUGGESTIONS FOR ISPO 

IMPLEMENTATION. 

Table 6.7. Distinguishing statements for Discourse C 

Statement 

Number 
Distinguishing Statements Rank 

17 

The costs, complexity and time taken for obtaining both the RSPO and 

ISPO certification needs to decrease, as 80% of their principles and criteria 

are equivalent. 

4 

38 

The exclusion from the ISPO of voluntary certification (for independent 

smallholders and biofuel producers) could lead to a two-tier market for 

palm oil, one that is legally compliant (ISPO certified) and one that is not. 

2 

13 The RSPO will be seen as superior compared to the ISPO. -2 

8 
The ISPO auditors experience difficulty in becoming familiar with all the 

regulations relating to the palm oil sector that are relevant to the ISPO. 
-4 

36 
Implementation of the ISPO standard may reduce the tendency to open 

new land for palm oil plantations. 
-4 

16 
The definition of a “good palm oil company” in Indonesia is a company 

that complies 100% with Indonesian regulation. 
-5 
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Discourse C represents 9% of the variance and is the second strongest 

discourse after discourse A (variance 15%). The most agreed statements in this 

discourse are 14, 10, 2, 18, 50, 17, and 52. In contrast, the statements with strong 

disagreement are 16, 40, 26, 36, 25, 8, and 15. The distinguishing statements are 17, 38, 

13, 8, 36, and 16 (Table 6.7). 

This discourse is distinguished from other discourses by the emphasis on 

challenges and suggestions for implementation of the ISPO. One challenge is the need 

for efficiency in the RSPO and ISPO certification systems. This discourse agreed that 

the costs, complexity and the time taken for the RSPO and ISPO certification process 

needs to be reduced, as 80% of their principles and criteria are similar and equivalent 

(S17). Another challenge is related to the capacity of the auditors in the certification 

process. This discourse disagreed that auditors of the ISPO certification process have 

experienced difficulties in understanding the regulations (S8). These difficulties mostly 

related to the conflicting regulations, for instance, between national and province 

regulation. However, the auditors need to be qualified and trained to be certified as 

ISPO auditors. Increasing capacity of auditors then becomes one of the challenges for 

ISPO implementation, as it will increase the credibility of ISPO certification. 

 In relation to environmental aspects, this discourse disagrees that 

implementation of the ISPO standard may reduce the tendency to open new land for 

palm oil plantations (S36). Although the ISPO is based on regulation, it cannot 

guarantee implementation on the ground. This discourse also disagreed that the 

definition of a ’good palm oil company’ in Indonesia is a company that complies with 

Indonesian regulation only (S16). This discourse suggested that a ‘good palm oil 

company’ should go beyond this, and also comply with global agreements and 

standards beyond Indonesian regulations, as palm oil from Indonesia is being sold to 

international consumers. 
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6.5.4. DISCOURSE D: SCEPTICISM ABOUT THE ISPO. 

Table 6.8. Distinguishing statements for Discourse D 

Statement 

Number 
Distinguishing Statement Rank 

28 

The many inadequacies of the government's regulations that exist in the 

ISPO are resulting in a slow certification process for all palm oil companies 

in Indonesia. 

5 

40 
Campaigns from international NGOs about the Indonesian palm oil sector 

are not influencing Indonesian palm oil exports to other countries. 
3 

13 The RSPO will be seen as superior compared to the ISPO. 2 

18 

Because of the government’s and smallholder’s limited budgets, the 

certification for independent palm oil smallholders needs support from 

other parties. 

-2 

7 ISPO and RSPO certification cannot be fully integrated. -2 

47 

Various requirements imposed for the export of Indonesian palm oil to 

other countries needs to be reviewed because many do not reflect the 

conditions in Indonesia. 

-5 

6 
Initiation and implementation of the ISPO is influenced by the concept of 

sustainable development created by the international community. 
-5 

 

Discourse D represents 8% of the variance. Strong agreement in this 

discourse emerged in statements 28, 20, 37, 50, 49, 46 and 14. The most disagreed 

statements are 6, 47, 27, 15, 22, 31, and 17. The distinguishing statements in this 

discourse are 28, 40, 13, 18, 7, 47, and 6 (Table 6.8). 

Discourse D is mainly delivered by NGOs that express scepticism about the 

ISPO, as indicated by several statements. The first statement implies the scepticism of 

ISPO is because Indonesia’s weak law enforcement and tendency for corruption, as it 

will hamper the ISPO from gaining credibility in the international market (S50). 

Additionally, there is a scepticism related to the government regulations, which cause 

confusion amongst the auditors because the principles and criteria do not have single 

standards and still have to be interpreted by auditors (49). There is also concern about 

weak coordination between government institutions that might impede decision-
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making processes involving the many actors and institutions in the palm oil sector 

(S14).  

This discourse also debated the genuine intention of ISPO. It was stated that 

the initiation of the ISPO was influenced by long-standing sustainability concepts (i.e. 

Brundtland report in 1987) (S6). However, before the ISPO was created, transnational 

non-government actors had initiated a sustainable system for the palm oil sector with 

the formulation of the RSPO. Simultaneously, this discourse agreed that the RSPO 

would be seen as superior, compared to the ISPO (S13). 

As part of the scepticism of the ISPO, this discourse suggests that 

sustainability principles and criteria should be adapted to include market changes and 

palm oil consumer expectations (S20). Yet, this discourse strongly disagreed with one 

statement that implies that various requirements that are imposed for the export of 

Indonesian palm oil to other countries needs to be reviewed, because they do not 

reflect the conditions in Indonesia (S47). The government or other stakeholders 

cannot simply expect a palm oil consumer’s country to adjust their requirements for 

the goods exported to their countries, even if their requirements do not fit with the 

situation in Indonesia.  
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6.5.5. DISCOURSE E: FINANCIAL ASPECTS AND CONSERVATION VALUE DEBATES. 

Table 6.9. Distinguishing statements for Discourse E 

Statement 

Number 
Distinguishing Statements Rank 

24 

On one hand, the RSPO tries to limit palm oil production in Indonesia by 

setting criteria for HCV. On the other hand, the ISPO tries to increase 

production of palm oil in Indonesia by setting the conservation areas 

outside the plantation areas. 

4 

22 
Indonesian palm oil companies expect to get a premium price for their 

crude palm oil (CPO) when they are awarded an ISPO certificate. 
4 

18 

Because of the government’s and smallholder’s limited budgets, the 

certification for independent palm oil smallholders needs support from 

other parties. 

1 

53 

Experience from accreditation of sustainable production forest management 

(PHPL) and legality for timber is a good example for the ISPO certification 

system. 

-3 

20 
The principals and criteria of the ISPO should be adapted to market 

changes and palm oil consumer's expectations. 
-3 

35 

Local government enforcement capacity in developing the sustainable palm 

oil sector is often hampered by budgetary limits and pressures to support 

more expansion. 

-4 

30 

International consumers do not now recognise the ISPO as an international 

certification system since it does not include the principles and criteria in 

accordance with their demands. 

-5 

 

Discourse E represents 9% of variance and is the second strongest discourse, 

together with discourse C. Statistically, the statements with strong agreement in this 

discourse are 37, 52, 34, 9, 24, 22, and 7. The distinguishing statements are 24, 22, 18, 

53, 20, 35, and 30 (Table 6.9). This discourse shows strong disagreement on statements 

30, 32, 31, 35, 13, 50, and 40. The discourse is distinguished from other discourses by 

combining two important ideas about the ISPO and palm oil sector. Firstly, financial 

considerations for the ISPO were emphasized, including the palm oil companies’ 

expectation on premium prices for their ISPO certified crude palm oil (S22). Secondly, 



155 

 

this discourse highlighted the debate on the High Conservation Value (HCV) concept, 

initiated by RSPO (S24) as one of the fundamental differences between the ISPO and 

RSPO systems.  

In the RSPO Principles and Criteria, RSPO member companies are required 

to preserve or increase the HCV contained within or around plantations that are 

affected by the operations of the plantation and/or mill (RSPO Criteria 5.2). 

Moreover, other criteria require that RSPO members, in their development of a new 

plantation or an existing expansion (after November 2005), cannot develop or expand 

in primary forests, or in any area that contains HCV. This discourse argues that setting 

HCV by conserving and isolating areas that have high conservation values inside the 

palm oil plantation will impact on palm oil production in Indonesia, since the total 

plantation area will be reduced by applying this concept (S24).  

However, discourse E is in line with discourse A in terms of reflecting 

Indonesian sovereignty. This was revealed in several statements. For instance, this 

discourse rejected the idea that suggested the principles and criteria of the ISPO 

should be adapted to market demands (S20). This discourse disagreed about pessimism 

on the ISPO’s acceptance in the international market, since it does not include the 

principles and criteria based on international demands (S30). Statement 52 contains 

another example: i.e. that there is a feeling of discrimination, particularly for the 

Indonesian palm oil sector, since the requirement for sustainable certification in some 

countries is only applied to Indonesian palm oil, and is not applied to other vegetable 

oils, such as that derived from sunflowers or olives. The requirement for sustainable 

certification for vegetable oil should apply equally for all exporters and not for just one 

specific country (S52). Finally, this discourse does not agree that withdrawal of the 

Indonesian Palm Oil Association (GAPKI) from the RSPO will be seen as counter-

productive and, ultimately, will impair Indonesia’s reputation (S32). 
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6.5.6. DISAGREEMENT AND CONSENSUS STATEMENTS  

We identified consensus and disagreement statements based on analysis of 

variance across factor z-scores. The statements that lead to disagreement are 50, 16, 10, 

9, and 13, while the consensus statements where there is common agreement (Takshe 

et al., 2010) are 37, 33 and 29. 

In statement 50, some stakeholders disagreed that Indonesia’s law 

enforcement is vulnerable to corruption. There was doubt that the ISPO could not 

gain credibility from the international market because of this stigma, but some 

participants considered otherwise. Similarly, there were contrasting views about 

Statement 16 on defining a good palm oil company, as several participants argued that 

to be a ‘’good palm oil company’’ is not only about complying with Indonesian 

regulations. Statement 10 emerged as a highly contentious statement. It states that the 

ISPO resulted from efforts to reform the Indonesian palm oil sector. Several 

stakeholders fully agreed with this statement, but others disagreed. Statement 13, that 

the RSPO will be seen as superior compared to the ISPO, also led to debates and a 

divergence of opinion, with some respondents agreeing and others saying that the 

criteria of superiority in this statement is an abstract concept and should be defined 

more clearly. 

Most of the stakeholders agreed with statement 37. This stated that the pace 

of ISPO implementation must increase significantly with adherence to law, as well as 

transparency. This statement has the highest score for a consensus statement. There is 

common agreement that Government should escalate their efforts to disseminate the 

ISPO to all levels, including to the most local level (S29). The other consensus 

statement is the premise that the ISPO was not created to replace or compete with the 

RSPO certification system (S33).  

6.6. DISCUSSION  

 The purpose of this study was two-fold. Firstly, to examine the main factors 

that triggered the Indonesian government into initiating the ISPO. Secondly, to 

explore important aspects of the oil palm sector and how the ISPO standards can be 
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better implemented to improve the shaping of governance for sustainability. Using Q 

methodology, the analysis attempted to elucidate stakeholder perceptions. The results 

revealed both diverse and shared perceptions on issues related to initiation of the new 

policy, as well as a range of concerns about enhancing and improving the policy and 

sustainability.  

We found that the ISPO was considered by the stakeholders interviewed to 

emphasize Indonesia’s position as a sovereign country. Discourse A states that 

initiation of the ISPO as a new policy did not merely emerge as a reaction to the 

various negative campaigns, or from demands by palm oil consumers. The discourse 

was shared between government, the palm oil association, academics and media, but 

government was dominant in loading onto this discourse. The intention to show 

capacity of government as the main ‘governor’ in the palm oil sector was clearly 

indicated in this discourse. The emphasis placed on the ISPO, as an effort of the 

Indonesian government to reform the palm oil sector and the regulations embedded in 

the ISPO, might relate to the need of acceptance of the ISPO and Indonesian 

regulation, whether in the domestic national or global international sphere. This is 

because sustainable palm oil governance was mostly imposed by the RSPO as a 

dominant system in Indonesia. This offered a premium price to its members when 

certified by the RSPO. Under these extra-territorially imposed conditions, the 

government was ‘hollowed-out’ temporarily by the RSPO and, as a consequence, the 

ISPO appeared as a push-back against this transnational governance scheme. This 

corresponds with the previous findings about the ISPO as a way of government 

claiming back its authority and employing their exclusive regulatory power (Giessen et 

al., 2016; Hospes, 2014; Sahide et al., 2015).  

Our study also found expression in discourse B of the need to strengthen the 

capacity of smallholders and local government, as this plays an important role in 

implementation of sustainable palm oil goals in Indonesia. The large numbers of 

smallholders who own palm oil estates in Indonesia, and the problems faced by the 

smallholders, are the main reason why the capacity of this local sector needs to be 

enhanced. At this moment, ISPO for the smallholders is voluntary, but it will become 
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mandatory by 2020. Concerns arose as the smallholders will be marginalised from the 

markets if they cannot fulfil various requirements set by the ISPO, as well as other 

international standards. Increasing the capacity of the smallholders and addressing 

their compliance barriers, such as land legality issues, will help them to fulfil the 

standards and avoid alienation from the formal market.  

Discourse C and E highlighted important issues associated with the 

implementation of the ISPO and provide some guidance on how to shape the 

sustainability agenda in the palm oil sector. These discourses included: the need to 

harmonise the state and non-state palm oil certification systems (i.e. the ISPO and 

RSPO); and, the expressed concerns over financial aspects and the debates related to 

conservation areas. A joint study has been conducted to create better alignment 

between the two certification systems by finding similarity and differences between the 

RSPO and ISPO. The conclusion was that the HCV concepts were actually in line with 

many of the environmental and conservation values already protected under 

Indonesian law (Suharto et al., 2015), but the route to implementation is different. 

Existing Indonesian regulations protect significant biodiversity and ecosystems values 

by law through wildlife reserves, nature reserves, national parks, natural recreation 

parks, hunting/game parks, and forest parks (Presidential Decree Number 32 of Year 

1990, article 37). Under these regulations, up to 25% of a plantation area can be set 

aside from production under a Rights To Use Land License (Hak Guna Usaha), but the 

rights holder needs to submit a revision of the land concession according to existing 

land regulations. This can be compared to the RSPO certification system, in which 

RSPO member companies are required to preserve or increase HCV areas (based on 

an HCV assessment process) within or around plantations that are affected by 

plantation and mill (Criteria 5.2) so that, if HCV areas are found in the concession area 

of a RSPO member company, then that area will not be converted into a palm oil 

plantation.  

Although adoption of this concept of HCV was suggested, the Indonesian 

government insisted that they would not aim to revise any regulation or add this 

concept to the ISPO. Discourse E affirms the position of Indonesian regulation on 
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this issue and supports the sovereignty discourse, as it emphasizes that regulations to 

conserve the significant biological, ecological, and social values already existed in 

Indonesian regulation. It cannot be changed based on the wishes of transnational 

actors, even if it is for the sake of reducing complexity, time or costs during the 

certification process23. However, the ISPO system and the regulation embedded in it 

need to show significant results on the ground related with respect to conservation of 

the significant biological, ecological, and social values. The government’s interventions, 

such as the forest loss and peatland moratorium (which has been in place for six years), 

have not been able to address problems of ecological conversion. 2.7 million hectares 

have cut the area protected under Indonesia’s moratorium on new licenses in primary 

forest and peatland. It was argued that the policy has been only partially implemented 

and has not brought significant improvements in protection of remaining natural 

forest and peatland (Greenpeace, 2017). By showing significant efforts and 

improvement for ecological conservation, such as forest and peatland ecosystem 

protection, will increase the credibility of the ISPO. Otherwise, the ISPO will be seen 

only as the product of the ‘sovereignty’ initiatives to claim back regulatory power, but 

without producing significant effects on the widely expressed need for ecological 

sustainability. 

Another important perception revealed in Discourse E concerned the 

expectation of oil palm growers to obtain premium prices in connection with 

sustainability certification. Participation in voluntary certification schemes appears to 

be most frequently motivated by a firm’s expectation of economic benefits. This is a 

rational behaviour, since private businesses need to pursue profits. However, as the 

ISPO was based on regulation and is obligatory for all Indonesian palm oil companies 

(with sanctions for those who are disobey it), the government conveyed the sentiment 

that they cannot offer a guarantee for a premium price when certified under the 

ISPO24. This implies that, although ISPO was packaged as a market-based certification 

system, it is still a ‘command and control’ policy. They argued that the price of palm oil 

and its derived products depends on the demand side, and the government cannot 

                                                                 
23 Based on a participant interview. 
24 Based on discussion by a keynote speaker in the Roundtable of Sustainable Palm Oil. 
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intervene with the price. Sustainability incentives are then dependent on the palm oil 

consumers, who need to be willing to offer premium prices for products certified by 

the ISPO. However, the government is periodically lobbying the stakeholders, 

including both producers and consumers, to propose and increase the credibility of the 

ISPO, including benefits for the palm oil producers certified by the ISPO to receive 

the premium price.  

Several stakeholders, mostly in Discourse D, which was represented by the 

national and international NGOs, expressed scepticism about the ISPO. Other 

stakeholders also showed their scepticisms about the ISPO, including some auditors, 

academics, and a palm oil company (revealed in Discourse C); and a private 

consultancy company (revealed in Discourse B). The scepticism emerged mostly 

because the ISPO seems ‘insufficient’ to cover sustainability aspects for the palm oil 

sector. It was argued that some issues, such as peatland conversion and high 

conservation values, which are of increasing global importance, are not covered 

appropriately in the ISPO25. It was also claimed that the ISPO has less ambitious 

objectives compared other standards, such as the RSPO and IPOP, especially 

concerning forest conservation. Recent scepticism also emerged related to the principal 

of human rights, traceability and transparency. It was suggested that these topics be 

included in the ISPO. The sceptical discourse elements arose mostly from the NGOs 

groups, suggested the need for government to engage closely with them. This is now 

taking place with several multi-stakeholder working groups being convened by the 

government. Engaging different civil society actors in value-chain governance could 

accelerate the implementation of social and environmental policies (Gillespie, 2012; 

von Geibler, 2013).  

6.7. CONCLUSION 

 Various initiatives have emerged as solutions for the sustainability problems in 

the Indonesian palm oil sector, from both state and transnational non-state actors. 

They lead to complex interactions with conflicting interests, beliefs and perceptions. 

                                                                 
25 Based on participant’s interview. 
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Extra-territorial governance raised the metaphor of a ‘hollowed-out state’, in which a 

state’s control of national policy processes has been replaced. This can be contrasted 

with the concept of a transformation and strengthening of the state under 

transnational influence.  

Using Q methodology, this chapter revealed that the Indonesian Sustainable 

Palm Oil (ISPO) system was initiated mainly as an expression of government 

sovereignty. The evidence suggests that, although the government’s capacity is now 

restricted because of the rise of transnational governance and the evolving regime 

complexity in the Indonesian palm oil sector, ‘the hollow-state’ and decline of state 

power has not occurred. Instead, the government is enhancing its institutional capacity 

through the ISPO, although strengthening of the local sector, especially smallholders 

and local government, is still needed. This chapter also indicates that regime 

complexity has promoted positive interactions through competition and collaboration. 

For example, although the ISPO was initiated as an expression of sovereignty, the 

government developed collaboration with non-state certification systems (i.e. the 

RSPO). Through the dynamic interaction, the transnational governance has triggered a 

‘ratcheting-up’ effect that made the state initiate a scheme to improve standards for 

sustainability through the initiation of the ISPO. 

The discourses revealed in this chapter also highlight stakeholder concerns, 

including the need to protect areas of high conservation value and enhance benefits 

from certification for businesses. Firstly, resolving smallholder issues, such as land 

legality issues, and providing access to good quality fertilisers and seeds, will help 

smallholders comply with constantly changing global standards that threaten to 

marginalise them from the markets. Secondly, enhancing local government abilities, 

through capacity building on knowledge about the ISPO and its implementation 

process, will help exert reforms. Thirdly, the ISPO is based on regulation and is 

mandatory for the palm oil growers, but financial incentives, such as tax credits for 

sustainable growers, will help the implementation process. Fourthly, the government 

need to reconcile the ISPO with various global institutional requirements, such as 

those related to protection of high conservation values. Participatory engagement with 
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all stakeholders will also help the implementation of the ISPO, as scepticism exists. It 

will enhance the sustainability agenda in this sector. The strength of the ISPO is that it 

has greater legal enforcement power than the private agreements. This can be used to 

solve many of the environmental, social and economic problems associated with 

sustainability issues in the palm oil sector. 
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CHAPTER 7 

CONCLUSIONS 
 

 

7.1. INTRODUCTION 

The concept of sustainability, particularly that embodied in the ‘Brundtland 

Report’ (WCED, 1987), has been disseminated around the world. Globalisation plays a 

significant role in this dissemination process, and the sustainability agenda has 

penetrated extensively into domestic policy change, leading to homogenisation of 

governance across countries. It has been suggested that this globalisation of 

governance is followed by decline in a state’s power and its national institutions as 

determinants of policy. The research in this dissertation focuses on how, and to what 

extent, the global sustainability agenda and the actors involved, influence domestic 

policy change. Taking the Indonesian palm oil sector as a case study, three stages of 

research with multiple data collection strategies, including qualitative and quantitative 

approaches, have been conducted. The first study examines power relations amongst 

stakeholders in the Indonesian palm oil sector supply chain. The second study 

investigates historical development of the institutions that lead towards a vision of 

sustainability for governance of the Indonesian palm oil sector. The third study uses 

discourse analysis to explore the main factors that trigger initiation of the new ISPO 

policy under the influence of transnational negotiations. The research in this 

dissertation reveals that the State has mediated the degree of influence from global 

world institutions and organisations on implementation of the sustainability agenda. 

The dissertation shows that responses to the pressures of globalisation do not always 

lead to homogenisation and the weakening of a state’s power.  

In this final chapter, I briefly summarise the main findings in Section 7.2. This 

is followed by conclusions from each empirical chapter in Section 7.3. Subsequently, 
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theoretical contributions (Section 7.4), policy implications (Section 7.5) and 

methodological implications (Section 7.6) of the study are elaborated. In the final 

section (Section 7.7), limitations and directions for future research that stem from this 

dissertation are described.  

7.2. MAIN CONCLUSION 

In answer to the main research question of how and to what extent the global 

sustainability agenda influences domestic policy change, this dissertation concludes that 

although international stakeholders have tried to exert an influence on the national 

sustainability agenda in the Indonesian palm oil sector by using power held at the 

global level, institutional change in the Indonesian palm oil sector, particularly with the 

establishment of ISPO policy, has occurred as a form of sovereignty and contestation 

of power by the government coalition. The rise of the ISPO indicates that the 

‘hollowed-out’ state, or a weakening of the state, does not occur in the Indonesian 

palm oil sector. Instead the government is enhancing its institutional capacity through 

the ISPO. The findings also suggest that institutional change was not mainly a 

response to globalization as an exogenous factor, but a result of endogenous factors, 

including change in the ideas or perspectives of actors (i.e. the sovereignty). Although 

various international institutions pushing the sustainability agenda have been 

penetrating domestically to change the status quo of the national institutions, path 

dependency has generated continuity and stability of the development of sustainability 

institutions in the palm oil sector.  

7.3. CONCLUSIONS FROM THE EMPIRICAL CHAPTERS 

The empirical chapters of this dissertation (Chapters 4, 5, and 6) addressed 

three research questions. Based on the empirical evidence from the Indonesian palm 

oil sector, the conclusions from each chapter are summarised below.  

 



165 

 

1) How is power between international, national and local actors exercised and how does it influence 

policy making in the Indonesian palm oil sector? 

 

 Chapter 4 has addresses the first research question using a stakeholder 

analysis, which includes analysis of power and leadership, and knowledge and position 

towards the ISPO policy. In the global network, various actors or stakeholders link 

with each other through various connections based on the interests and power they 

possess. Power, as an important resource to influence domestic politics, was 

demonstrated in the publication of the ISPO policy for the Indonesian palm oil sector.  

 The analysis revealed that a domestic and national stakeholder coalition, 

including the Ministry of Agriculture as well as other Ministries, ISPO Commission, 

and GAPKI, were positioned in the centre of the network. They also hold the power 

to influence policy arrangements in this sector. International actors such as the UNDP, 

international NGOs, and the RSPO were placed next to the center of the network, 

which indicates a strong influence of power on domestic policy arrangements. Local 

stakeholders, such as local farmers and local communities, have low power and 

resources for influencing the policy, and were placed in the outermost part of the 

network. 

 The chapter concluded that, although power has been centred in the national 

government and its coalition group, in the global network the power of this coalition is 

limited as the power was distributed. The power of global actors in the global network 

has swayed the national policy network and influenced the domestic policy making 

process. However, this chapter also suggested that empowerment of local stakeholders 

is necessary as their active involvement is an important element for effectively 

implementing the Indonesian palm oil sustainability policy.    
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2) How do international institutional arrangements influence stability and change in the development 

of national institutions for sustainability in the Indonesian palm oil sector over time? 

 Chapter 5 provides the answer to the second research question. To 

understand whether there is institutional stability or change in the politics, this chapter 

looks back at the historical development of the institutions by utilizing an historical 

institutionalism approach. The path dependency concept was used to understand the 

persistence of institutions. Moreover, to understand institutional change, the study not 

only focused on exogenous institutional change, but also included endogenous 

institutional change, which is typically gradual and transformative. The chapter 

explores the dynamics of the development of institutional arrangements in the 

Indonesian palm oil sector toward its sustainability vision, which was marked by the 

publication of ISPO policy. 

 The study shows that there are four key changes in domestic institutions in 

this sector, which occurred both endogenously and exogenously. The first period was 

characterised by the nucleus-plasma smallholder estate scheme as an initiative 

responding to the rise of social and environmental awareness (1957-1986). The area 

under palm oil was increased and international calls for sustainability were echoed 

continuously by various actors, which were an indication of the start of the second 

period of institutional development for sustainability in the Indonesian palm oil sector 

(1986-2004). In the third period, there was an attempt to institutionalize sustainable 

palm oil by the emergence of international sustainability certification schemes such as 

that promoted by the RSPO (2004-2011). Finally, establishment of the ISPO policy 

marked the last period of development of institutions for sustainable palm oil in 

Indonesia (2011-now).  

 To conclude, this chapter revealed that a type of path dependence occurred 

that generated institutional stability in the development of the Indonesian palm oil 

sector’s institutions. Institutional change also occurred, not only under pressure from 

exogenous factors, but also endogenously because of pressure coming from the 

institutions themselves. Whether alone or together (with the triggering factors from 

exogenous one), they transformed the institutions incrementally. 
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3) Does the rise of transnational governance ‘hollow-out’ the state? What discourses have emerged 

related to the Indonesian palm oil sector’s global and national sustainability agenda? 

 

 To answer the question, Chapter 6 presented a discourse analysis to explore 

the main factors that triggered initiation of a new ISPO policy. This occurred following 

transnational negotiations. The discourse analysis also revealed factors that need 

focusing in order to improve sustainability in the Indonesian palm oil sector. The rise 

of transnational business governance has been used to argue that state control has 

declined, giving rise to the metaphor of a ‘hollowed-out state’. However, an alternative 

hypothesis is that, instead of a weakening of the state, a transformation occurs. The 

sustainability agenda in the Indonesian palm oil sector was perceived differently by 

various stakeholders at international, national and local levels. Examining discourses 

related to the Indonesian palm oil sector’s global and national sustainability agenda 

helped to understand how different stakeholders perceived it and revealed that some 

perceptions between stakeholders were shared. However, implementation of 

sustainability policy in the Indonesian palm oil sector remains controversial. One 

group is more concerned about the economic aspect of this sector, while another 

group argued mainly about the negative social and environmental impacts.  

 The results of the analysis revealed five distinct discourses about the main 

factors that triggered ISPO initiation; and also contain information about some aspects 

of the ISPO and the oil palm sector that could help improve sustainable palm oil 

sector governance. The main discourse regarded state sovereignty as a triggering factor 

for ISPO initiation. The second discourse exposed the need to strengthen the local 

sector. The third discourse revealed challenges and suggestions for ISPO 

implementation. The other two discourses included scepticism about the ISPO and the 

need to consider financial aspects and environmental conservation.  

 This study concludes that, in the Indonesian palm oil sector at least, the 

‘hollow-state’ or a weakening of the state by transnational governance is not wholly 

correct. Through the ISPO, the government has attempted to enhance its national 

institutional capacity to achieve its sustainability vision. Moreover, the discourses 
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expressed a need for reform of the local sector to improve capacity for ISPO 

implementation in the local government, including registration of land used by small 

holders. The study suggests that the ISPO needs improvement, particularly for 

protection of areas of high conservation value and to create enhanced benefits for 

businesses from certification. 

7.4. THEORETICAL CONTRIBUTIONS  

In articulating and answering the main research question and its three sub-

questions, this dissertation aims to contribute to the body of knowledge about 

institutions, sustainability, globalization and their links with the domestic policy change 

process. 

Chapter 4 reveals that the publication of the ISPO as the main institution in 

the palm oil sector was a result of a power struggle by the government to keep its 

sovereignty relative to the influence or penetration of international actors in 

determining the institutional ‘’rules of the game’’ in this sector. The international 

actors, by wielding their power, could significantly influence domestic policy. This 

finding contributes to an understand of power relations in global governance and its 

links to institutional theory as a key to understanding institutional stability and change.  

The empirical case in Chapter 5 shows that path dependence occurred in the 

development of the Indonesian palm oil sector, and this was a factor in creating 

institutional stability, demonstrating that institutions matter in structuring human 

behaviour (Iyer, 2015). The international institutions influenced domestic national 

institutions and created ‘critical junctures’ in development of the institutions (Thelen 

and Steinmo, 1992). It lead to institutional change in the domestic sector. The critical 

junctures accumulated in a sequence through time and became embedded. They were 

difficult to reverse, and so structured politics in the present and future (Collier and 

Collier, 1991; Pierson, 2000a). However, the findings revealed that institutional stability 

also simultaneously occurred with gradual institutional change, and was influenced by 

both exogenous and endogenous factors. The research contributes to the study of 

institutional theory as it identifies both institutional stability -with the contingency of 
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path dependence- and institutional change -exogenously and endogenously- in the 

development of one specific institution over time.  

The findings in Chapter 4 are closely interconnected with those in Chapter 6. 

The two chapters show how power and discourses are connected each other. It was 

argued that some scholars see discourse and power as inter-connected, while others 

(e.g. Foucauldian) deny such clear distinctions between power and discourse, as 

discourse is in itself the operation of power (Rydin and Ockwell, 2010). This research 

revealed that the main discourse (sovereignty as the main triggering factor for initiation 

of the ISPO) was representative of the operation of the government’s power. The 

institutional arrangements around the concept of sustainability, structured various 

discourses, forming routine understandings and also penetrating through the 

institutionalization of laws and regulations (Ockwell, 2008). Through this insight, the 

study contributes to the body of knowledge of how discourse analysis and power are 

inter-connected.  

The sequence of the results from Chapters 4, 5 and 6 contribute to the 

combining ‘new institutionalism’ approaches to understand the sequence and process 

of institutional change. The lines of argument in these chapters reveal that powerful 

actors can take strategic decisions based on their preferences; but institutions are 

difficult to change because path dependency generates stability and continuity. 

Nevertheless, path dependence has occurred during institutional development in the 

palm oil sector without excessive determinism. Actors were indeed constrained by 

various institutional arrangements in conducting institutional change, but actors also 

used their opportunities and coalitions to transform the institutions. This 

understanding contributes to knowledge about the combination of rational choice 

institutionalism and historical institutionalism approaches. Moreover, Chapter 6 gives 

more insight into the role of ideas and discourses in determining institutional changes. 

Analysing the emergent ideas and associated discourses underlying the action of actors 

helps to explain the dynamics of changes in historical institutionalist structures through 

language-based communication (Schmidt, 2010). The empirical studies presented in 

this dissertation endorse the need to combine micro- and macro- approaches. This 
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combination helps an understanding of interests and power relations through a rational 

choice institutionalisms lens; the development of institutions over time; path 

dependence contingency through historical institutionalism; and the roles of ideas and 

discourses through discursive institutionalism approaches. These three approaches 

complement each other. By focusing on who expresses the ideas and discourses 

behind actions through a meaning-based logic communication, and on the structural 

historical institutional frameworks of power and position in which agents operate, we 

can more fully understand the complex global-national sustainability phenomenon. 

7.5. POLICY IMPLICATIONS 

Building on the new knowledge from the findings of this dissertation, this 

section describes policy implications. It also contains some suggestions on how policy 

for sustainability in the Indonesian palm oil sector could be developed in the future in 

order to achieve more effective outcomes. Controversies among stakeholders 

regarding sustainable palm oil have been described in this dissertation through their 

different discourses. Concern about state sovereignty was the main triggering factor for 

ISPO initiation following implementation of the RSPO. However, at the transnational 

level, the Indonesian palm oil sector attracted much attention from the global level as 

the large amount of production was impacting global ‘common heritage’, such as 

carbon in forests, biodiversity, water, air quality and so on. Although this study 

revealed that power of the Indonesian government was quite substantial when 

designing institutions for the national palm oil sector; it is also important to bear in 

mind that sustainability is a “common concern for humankind’’. Thus discourses of 

the global actors are also important for assuring the sustainability of palm oil as a 

globally marketed commodity. Hybridisation between the different strands that have 

developed in the multi-level governance of palm oil production and marketing, is 

however needed. Standards such as the RSPO, ISCC, etc. are also important to ensure 

sustainability of this sector, and need to be applied effectively together with the 

existing national standards (i.e. the ISPO).  
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The results of Chapter 5 suggested some important implications for the 

Indonesian palm oil sector. The long historical path in development of the oil palm 

governance system, and our findings on the path dependence that generates 

institutional stability, also lead to the conclusion that the Indonesian government’s 

main policy is economic expansion of this sector. Institutional development for a more 

sustainable palm oil sector in Indonesia was not followed by changes on the ground 

that decreased the environmental and social problems associated with this sector. 

Increasing habitat fragmentation and biodiversity loss, deforestation and conversion of 

peat swamps, greenhouse gas emissions resulting in a high carbon debt, and burning 

and smoke haze, still occurred. In the case of regional haze, Indonesia’s environmental 

protection laws have been criticized for being inadequate to solve the haze issue 

(Atkinson, 2014). Similarly, other studies found that it was difficult for the government 

to formulate strict regulations on the environmental impacts associated with palm oil 

plantation expansion (Hidayat et al., 2017). It was argued that Indonesia will not 

implement a far-reaching system of control for environmental protection until an 

environmental catastrophe stimulates public support in favour of sweeping changes to 

the system. Shocks to the system in the recent past have been insufficient to create this 

sort of momentum (Atkinson, 2014). This study suggests that the government needs to 

consider change in the governance system, and its implementation process, in order to 

harmonize sustainability objectives and economic interests of the oil palm sector. 

Further, the government, through enhanced implementation of the ISPO, needs to 

produce significant improvements for ecological conservation, such as forest and 

peatland ecosystem protection, otherwise the ISPO will be seen only as a product of 

the ‘sovereignty’ initiatives to claim back regulatory power without producing effects 

on the widely-expressed need for ecological sustainability. 

Further policy development on this sector could be informed by the 

discourses about the ISPO and Indonesian palm oil sector presented in Chapter 6. 

Concerns about the financial and environmental aspects of ISPO implementation, 

such as expectations from businesses to get more benefit from ISPO certification; and 

the need to protect high conservation value through ISPO policy, are two components 

that could be considered for ISPO development in the future. Moreover, this study has 
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revealed important issues about the weak power of local stakeholders, and the need to 

reform the local sectors. The latter includes the need to improve capacity for ISPO 

implementation in local government, such as registration of land used by smallholders. 

The are many oil palm smallholders, and some research is needed to further investigate 

problems related to smallholders, such as conflict over land use; land ownership and 

tenure; how the rights of the locals are transferred, unevenly distributed economic 

benefits among the stakeholder groups; and the vulnerability of oil palm smallholders 

to poverty. As was mentioned above, implementing sustainability needs a multi-level 

governance approach, including local stakeholders. Their power, resources and 

knowledge needs to be increased if sustainability is to be effectively implemented. 

Increasing the capacity of the smallholders and addressing the barriers to their 

compliance with the ISPO, such as regularising land property rights, will help them to 

comply with the ISPO as well as other global standards and thereby avoid alienation 

from the formal market. As their knowledge and capacity increases, this stakeholder 

group can be a more active group of actors, rather than a passive and disinterested 

witness of the sustainability agenda in this sector as they are at the moment. Their 

active involvement will enable more effective implementation of the Indonesian palm 

oil sustainability policy.  

7.6. REFLECTION ON METHODOLOGY 

Studying the sustainability agenda and interconnection between international 

and national level institutions and actors has been a complex task. Choosing the right 

methodology was an important part of designing the research to effectively capture 

that interconnection. The research presented in this dissertation utilized a combination 

of qualitative and quantitative data collection and analysis, including stakeholder 

analysis, historical analysis and discourse analysis. The logical flow of data gathering for 

the research mainly used Q methodology for guidance. The step by step approach of 

Q methodology made organising the process of data gathering efficient and effective. 

The sequence of qualitative data collection using open interviews and document review 

at the beginning of the research created a basic overview and also to led to: 1) An 

understanding of the interests, power, and knowledge of the stakeholders in the 
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stakeholder analysis chapter (Chapter 4); 2) An understanding of the historical process 

of institutional development and interaction of institutions at the international and 

national level (Chapter 5); and 3) After processing the qualitative data, quantitative data 

was collected using Q-sorts and Chapter 6 could be built on both data components. 

Taken together, the application of mixed methods enabled exploration of the 

overarching aim of this dissertation. 

The main methodological contribution of this dissertation centres around 

application of the Q methodology to understanding the interaction of global and 

national sustainability agendas and domestic institutional change within a discourse 

analysis. It is argued that the use of qualitative data enables a more intensive and 

rational exploration and explanation of the processes and dynamics of institutional 

change (Schluter, 2010). Nonetheless, as there were many stakeholders in the palm oil 

sector (locally, nationally, and internationally), it is quite difficult to select the 

stakeholders based on objective criteria. There were also some problems in gaining 

access, and the willingness to participate, of certain stakeholders. This research tried to 

ensure a balance of stakeholders was selected for the interviews and Q sorting process. 

However, in the future, it would be better to set exact criteria for selection of 

interviewees. For instance, which ‘smallholders’ can represent the millions of oil palm 

farmers and smallholders in Indonesia? Moreover, as the palm oil sector represents 

such complex issues, it would be useful to perform an enhanced analysis for the 

qualitative studies in Chapter 4 and 5, with more in-depth interviews and a thorough 

investigation of a case study in a specific palm oil production site.  

The quantitative approach facilitates reduction of bias and opens the 

possibility to replication of the method to validate the results, as well as to enable 

confirmation of the qualitative data. The quantitative data complemented the 

qualitative data and the combination of both initiated new modes of understanding by 

attending to paradoxes that emerged from the two data sources (Sieber, 1973; 

Rossman and Wilson, 1985 in Johnson, Onwuegbuzie, & Turner (2007). Also, by 

comparing and validating subjectivity of the actors, it helps to understand the decisions 
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that actors have already made, and it provides a richer context and genuine insights 

into the institutional change theory development.  

7.7. LIMITATIONS AND FUTURE RESEARCH 

The results presented in this dissertation have raised a number of potential 

opportunities for future research, both in terms of theory development and concept 

validation. However, there are some limitations, which are outlined below.  

Firstly, a single case study in a specific sector (palm oil) and one single country 

(Indonesia) has provided a good insight for the purpose of this research. However, 

more case studies are required to provide a more comprehensive understanding, with 

examples from diverse sectors and different parts of various developing countries. 

Each sector in each country has its own characteristics, particularly for determining 

institutional development and how this interacts with global institutions and actors. 

Further studies could usefully compare institutional change in the Indonesian palm oil 

sector with other sectors in other countries and their relation to the global 

sustainability agenda. This will be important for the development and consolidation of 

a body of knowledge in this field and to understand how the world’s systems work.  

Secondly, the period that could be used for analysis in this dissertation was 

limited to the publication of the ISPO in 2011 and its revision process in 2015. After 

the ISPO had been initiated, a lot of dynamics occurred. Continuous studies need to 

be carried out in order to keep updated about the further development of the global, 

national and local institutions for the Indonesian palm oil sector. Further investigations 

are needed to establish whether the path dependency that we found is still occurring in 

the institutional development of this sector or not. 

Thirdly, as this dissertation attempted to understand how much the institution 

(that is the formal rules and systems) were changed, it is recommended that further 

research be undertaken to analyse how much the performance of the institutions is 

changed. As Campbell (2004) argued: knowing how much institutions change is one 

thing, yet knowing how much function changes (i.e. performance) is quite another. 
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Particularly in the Indonesian palm oil sector, it would be interesting to assess to what 

extent these institutional arrangements on sustainability can solve various social and 

environmental problems. More elaboration on interrelations between the political 

negotiations, the institutions and how these influence the plantation practices and their 

problems will be a very useful contribution for this field of knowledge. 
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SUMMARY 
 

 

 The concept of sustainability has become a global agenda, penetrating from 

global institutions into various forms of domestic policy making. It leads to a 

homogenization of national political and economic institutions, and results in policy 

convergence, a phenomenon where there is a tendency of policies to grow more alike 

with increasing similarity in structures, processes, and performances. Nevertheless, 

responses to the pressures of globalisation do not always lead to homogenization, since 

national institutions mediate the degree to which global pressures affect decision-

making in the domestic sphere. This topic has an increasing relevance because the 

significance of national institutions as determinants of political economic performance 

appears to be declining as they are undermined by globalisation.  

 The main research question of the thesis was formulated as follows: 

How, and to what extent, does the global sustainability agenda and the actors involved influence 

domestic policy change? 

 The Indonesian palm oil sector, particularly the Indonesian Sustainable Palm 

Oil (ISPO) policy, an obligatory national certification system for all Indonesian oil 

palm plantation companies, provided the case study for the research. Large-scale and 

intensive corporate palm oil plantation expansion has resulted in many environmental 

and social impacts, thereby raising concerns amongst transnational actors including big 

international non-governmental organizations (BINGOs) about its sustainability. 

These BINGOs then negotiated with business to create solutions, such as creation of a 

Roundtable on Sustainable Palm Oil (RSPO), as well as other non-state schemes. 

Because of the non-state transnational standards formulated under the RSPO and 

other initiatives including private sustainability commitments and consumer-country 

sustainability incentives, the Indonesian government introduced the ISPO. It has been 

argued that the ISPO results from a wish to create a national alternative to the RSPO 

and represents the government of Indonesia claiming back its authority.  
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 In this dissertation, we used an exploratory and sequential mixed methods 

design in which we started by exploring the phenomenon or topic qualitatively, and 

then, based on this qualitative data, we conducted a second, quantitative phase to test 

and generalize the initial findings.  

 The dissertation relies on three studies to answer the main overarching 

research question, each guided by its own research question. The first study, i.e. 

Chapter 4, examines power relations amongst stakeholders in the Indonesian the palm 

oil sector supply chain. This chapter aims to answer the first research question on how 

the power of actors at international, national and local levels was exercised to arrange 

the institutions for sustainability in the Indonesian palm oil sector. Theories of power 

provide a framework for this study, as the exercise of power and its distribution 

determine the political process. This chapter utilized stakeholder analysis to identify 

hierarchies of power and leadership, the knowledge level, and the stakeholder positions 

towards the policy. The results are used to develop an influence map to analyse 

stakeholder positions in the networks. This revealed that politics and decision making 

in this sector are located mostly in the framework of the national government; and the 

stakeholders in the local sector have weak interconnections and resources, and 

therefore less power to influence the policy makers. The chapter concludes that 

sustainability politics in the international arena has swayed the national policy network 

and influenced the domestic policy making process. Yet, there is also a need to 

empower the local stakeholders to boost the effective implementation of the 

sustainability institutions.  

 In Chapter 5, we investigate historical development of the institutions that 

lead towards a vision of sustainability for governing the Indonesian palm oil sector 

through the lens of historical institutionalism. The analysis focused on the dynamics in 

institutions governing the Indonesian palm oil sector that lead towards a vision of 

sustainability. This chapter investigates institutional stability and change, and explores 

whether the changes that occurred were driven exogenously or endogenously. The 

results revealed national-international historical institutional development in the 

Indonesian palm oil sector, which is divided into four critical periods: the nucleus-
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plasma smallholder’s estate scheme as an antecedent to social sustainability and the rise 

of environmental awareness (1957-1986); the increasing expansion area of palm oil and 

the continuous echo of international calls for sustainability (1986-2004); attempts to 

institutionalise sustainable palm oil (2004-2011); and establishment of the Indonesian 

Sustainable Palm Oil (ISPO) policy (2011-now). The development in the later period 

was revealed as presenting path dependency as the new introduced policy embedding 

the path that has been established since the initial period of palm oil development. The 

chapter concludes that besides being affected by exogenous sources of change, such as 

large-scale processes including global economic trends or interaction with other global 

institutions, the observed changes occurred not only due to exogenous factors, but 

were also affected by endogenous ones coming from the national institutions 

themselves, and thus transformed the institutions incrementally.  

 Chapter 6 uses discourse analysis to answer the third sub research question on 

what are the main factors that trigger initiation of the new ISPO policy under the 

influence of extra-territorial transnational negotiations. This chapter also identifies the 

factors that need focusing to improve sustainability in the palm oil sector and ISPO. 

The main theoretical argument of this chapter is questioning whether the rise of 

transnational governance ‘hollowed-out’ the state or not, as a wide range of initiatives 

to facilitate global sustainability have emerged, often originated by international private 

actors, as actions to provide solutions for the Indonesian palm oil sector. The 

conceptual framework on the shift from government to governance, the hollowed-out 

state metaphor and the dynamic governance interaction are described. The quantitative 

part of the Q methodology step for the dissertation is presented in this chapter, after 

creating a concourse from the qualitative data. The chapter revealed five distinct 

discourses. Two discourses cover issues encompassing state sovereignty as the main 

triggering factor for ISPO initiation and the need to strengthen the local sector. The 

other three discourses included: scepticism about the ISPO; financial aspects; 

environmental conservation debates; and challenges and suggestions for ISPO 

implementation. The chapter concludes that in the Indonesian palm oil sector, the 

‘hollow-state’ and decline of state power has not occurred. Instead, the government is 

enhancing its institutional capacity through the ISPO. This chapter, nonetheless, has 
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revealed factors that need to be focused in order to shape the governance of 

sustainability in the Indonesian palm oil sector, including the protection of areas of 

high conservation value and enhanced benefits for businesses from certification. 

 Chapter 7 provides the conclusion and synthesis of the thesis. The 

dissertation concludes that international stakeholders have tried to exert influence on 

the national sustainability agenda in the Indonesian palm oil sector, using power held 

at the global level. However, institutional change in the Indonesian palm oil sector 

resulted from power contestation within the government’s national coalitions and 

occurred as a form of sovereignty. The findings reveal that institutional change was not 

mainly a response to exogenous influence from global institutions, but resulted from 

the interplay of endogenous factors that changed the perspectives of national actors. 

Path dependency in the historical institutionalism generated sovereignty, continuity and 

stability during development of laws and policies for sustainability in this sector. The 

state, therefore, is undergoing a transformation and is enhancing national institutional 

capacity through the publication of the ISPO policy instead of being ‘hollowed-out’ by 

the rise of transnational actors operating at the global level.  

 The dissertation presents novel theoretical and practical insights on the 

interaction between globalisation and domestic policy making. From a theoretical 

perspective, new insights contribute to knowledge of the links between institutions, 

sustainability, globalisation and the processes of domestic policy change. From the 

practical perspective, the research results can help the palm oil sector stakeholders 

understand power relations between actors; development of institutions contributing 

to the national sustainability vision; and components of the discourses on the ISPO 

and oil palm sector that need to be focused to enhance sustainability.  
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NEDERLANDSE SAMENVATTING 
 

 

 Het begrip duurzaamheid is een mondiale agenda geworden, die van mondiale 

instellingen doordringt in verschillende vormen van binnenlandse beleidsvorming. Het 

leidt tot een homogenisering van nationale politieke en economische instellingen en 

resulteert in beleidsconvergentie, een fenomeen waarbij het beleid meer naar elkaar toe 

lijkt te groeien met toenemende gelijkenis in structuren, processen en prestaties. 

Niettemin leiden antwoorden op de druk van globalisering niet altijd tot 

homogenisering, aangezien nationale instellingen van invloed zijn op de mate waarin 

mondiale druk de binnenlandse besluitvorming beïnvloedt. Dit onderwerp is in 

toenemende mate relevant omdat het belang van nationale instellingen als 

determinanten van politieke economische prestaties lijkt af te nemen omdat ze 

ondermijnd worden door globalisering. 

 De belangrijkste onderzoeksvraag van het proefschrift was als volgt 

geformuleerd: 

Hoe en in welke mate beïnvloeden de wereldwijde duurzaamheidsagenda en de 

betrokken actoren de ontwikkeling van het binnenlandse beleid? 

 De Indonesische palmoliesector, met name het Indonesische beleid voor 

duurzame palmolie (ISPO), een verplicht nationaal certificeringssysteem voor alle 

Indonesische palmolieplantagebedrijven, leverde de casestudy voor het onderzoek. 

Grootschalige en intensieve uitbreiding van de palmolieplantages door ondernemingen 

heeft geresulteerd in vele ecologische en sociale effecten, waardoor er bij transnationale 

actoren, waaronder grote internationale niet-gouvernementele organisaties (BINGO's), 

bezorgdheid ontstond over de duurzaamheid ervan. Deze BINGO's onderhandelden 

vervolgens met het bedrijfsleven om oplossingen te creëren, zoals de oprichting van 

een Rondetafel voor Duurzame Palmolie (RSPO), evenals andere niet-statelijke 

regelingen. Vanwege de niet-statelijke transnationale normen die zijn geformuleerd 
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onder de RSPO en andere initiatieven, waaronder particuliere 

duurzaamheidsverbintenissen en stimulansen voor de duurzaamheid van de 

consument, heeft de Indonesische overheid de ISPO geïntroduceerd. Er is betoogd dat 

de ISPO voortkomt uit de wens om een nationaal alternatief voor de RSPO te creëren 

en een Indonesische regering vertegenwoordigt die haar gezag weer opeist. 

 In dit proefschrift hebben we een verkennend en sequentieel 

onderzoeksdesign met gemengde methoden gebruikt, waarin we zijn begonnen met het 

kwalitatief onderzoeken van het fenomeen of onderwerp. Vervolgens, op basis van 

deze kwalitatieve gegevens, hebben we een tweede, kwantitatieve fase uitgevoerd om 

de eerste bevindingen te testen en te generaliseren. 

 Het proefschrift is gebaseerd op drie onderzoeken om de belangrijkste 

overkoepelende onderzoeksvraag te beantwoorden, elk gestuurd door zijn eigen 

onderzoeksvraag. De eerste studie, gerapporteerd in hoofdstuk 4, onderzoekt de 

machtsverhoudingen tussen belanghebbenden in de Indonesische palmoliesector. Dit 

hoofdstuk is bedoeld om de eerste onderzoeksvraag te beantwoorden over hoe de 

macht van actoren op internationaal, nationaal en lokaal niveau werd uitgeoefend bij 

het regelen van de instellingen voor duurzaamheid in de Indonesische palmoliesector. 

Machtstheorieën bieden een kader voor deze studie, omdat de uitoefening van macht 

en de verdeling ervan het politieke proces bepalen. Dit hoofdstuk maakte gebruik van 

stakeholderanalyses om hiërarchieën van macht en leiderschap, het kennisniveau en de 

stakeholderposities ten opzichte van het beleid te identificeren. De resultaten worden 

gebruikt om een beïnvloedingskaart te ontwikkelen om stakeholderposities in de 

netwerken te analyseren. Hieruit bleek dat politiek en besluitvorming in deze sector 

zich meestal in het kader van de nationale overheid bevinden. De belanghebbenden in 

de lokale sector hebben zwakke interconnecties en middelen, en dus minder macht om 

de beleidsmakers te beïnvloeden. Het hoofdstuk concludeert dat 

duurzaamheidspolitiek in de internationale arena het nationale beleidsnetwerk heeft 

beïnvloed en het binnenlandse beleidsvormingsproces heeft beïnvloed. Toch is er ook 

behoefte aan versterking van de lokale belanghebbenden om de effectieve 

implementatie van de duurzaamheidsinstellingen te stimuleren. 
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 In hoofdstuk 5 onderzoeken we de historische ontwikkeling van de 

instellingen die leiden naar een visie op duurzaamheid voor het besturen van de 

Indonesische palmoliesector door de lens van historisch institutionalisme. De analyse 

richtte zich op de dynamiek in instellingen die de Indonesische palmoliesector besturen 

en die leiden naar een visie op duurzaamheid. Dit hoofdstuk onderzoekt institutionele 

stabiliteit en verandering en onderzoekt of de veranderingen die zich hebben 

voorgedaan exogeen of endogeen werden aangestuurd. De resultaten lieten een 

nationaal-internationale historische institutionele ontwikkeling zien in de Indonesische 

palmoliesector, die is onderverdeeld in vier kritieke perioden: de landeigendom regeling 

voor kleinbezitters als antecedent voor sociale duurzaamheid en de opkomst van 

milieubewustzijn (1957-1986); de toenemende gebiedsuitbreiding van palmolie 

plantages en de voortdurende weerklank van internationale oproepen voor 

duurzaamheid (1986-2004); pogingen om duurzame palmolie te institutionaliseren 

(2004-2011); en oprichting van het Indonesische beleid voor duurzame palmolie 

(ISPO) (2011-nu). De ontwikkeling in de latere periode bleek er een van 

padafhankelijkheid te zijn, omdat het nieuwe geïntroduceerde beleid de weg vervolgde 

die is vastgesteld sinds de beginperiode van de ontwikkeling van palmolie productie. 

Het hoofdstuk concludeert dat de waargenomen veranderingen niet alleen werden 

beïnvloed door exogene bronnen van verandering, zoals grootschalige processen, 

waaronder mondiale economische trends of interactie met andere mondiale 

instellingen, maar ook werden beïnvloed door endogene factoren die afkomstig waren 

van de nationale instellingen zelf, en die dus de instellingen stapsgewijs hebben 

getransformeerd. 

 Hoofdstuk 6 maakt gebruik van discoursanalyse om de derde 

deelonderzoeksvraag te beantwoorden over wat de belangrijkste factoren zijn die de 

initiatie van het nieuwe ISPO-beleid teweegbrengen onder invloed van extraterritoriale 

transnationale onderhandelingen. Dit hoofdstuk identificeert ook de factoren die goed 

ingericht moeten zijn om de duurzaamheid in de palmoliesector en ISPO te 

verbeteren. Het belangrijkste theoretische argument van dit hoofdstuk is de vraag of de 

opkomst van transnationaal bestuur de staat al dan niet heeft 'uitgehold', omdat een 

breed scala aan initiatieven om wereldwijde duurzaamheid mogelijk te maken naar 
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voren is gekomen, vaak afkomstig van internationale private actoren, als acties om 

oplossingen te bieden voor de Indonesische palmoliesector. Het conceptuele kader 

over de verschuiving van overheid naar governance, de metafoor van de uitgeholde 

staat en de dynamische governance interactie worden beschreven. Het kwantitatieve 

deel met de toepassing van Q-methodologie wordt gepresenteerd in dit hoofdstuk, na 

het creëren van een tussenconclusie op basis van de kwalitatieve gegevens. Het 

hoofdstuk onthulde vijf verschillende vertogen. Twee discoursen behandelen kwesties 

die de soevereiniteit van de staat omvatten als de belangrijkste trigger voor de initiatie 

van ISPO en de noodzaak om de lokale sector te versterken. De andere drie 

discoursen omvatten: scepsis over de ISPO; financiële aspecten; debatten over 

milieubehoud; en uitdagingen en suggesties voor ISPO-implementatie. Het hoofdstuk 

concludeert dat in de Indonesische palmoliesector de 'holle staat' en de achteruitgang 

van de macht van de staat niet hebben plaatsgevonden. In plaats daarvan verbetert de 

overheid haar institutionele capaciteit via de ISPO. Dit hoofdstuk heeft echter factoren 

blootgelegd die goed moeten worden ingericht om de governance van duurzaamheid 

in de Indonesische palmoliesector vorm te geven, inclusief de bescherming van 

gebieden met een hoge instandhoudingswaarde en betere voordelen voor bedrijven 

van certificering. 

 Hoofdstuk 7 geeft de conclusie en synthese van het proefschrift. Het 

proefschrift concludeert dat internationale belanghebbenden geprobeerd hebben 

invloed uit te oefenen op de nationale duurzaamheidsagenda in de Indonesische 

palmoliesector, met behulp van de machten die op mondiaal niveau spelen. De 

institutionele verandering in de Indonesische palmoliesector was het gevolg van 

machtsconflicten binnen de nationale coalities van de regering en vond plaats als een 

vorm van soevereiniteit. De bevindingen laten zien dat institutionele verandering niet 

hoofdzakelijk een reactie was op exogene invloed van mondiale instellingen, maar het 

resultaat was van het samenspel van endogene factoren die de perspectieven van 

nationale actoren veranderden. Padafhankelijkheid in het historische institutionalisme 

genereerde soevereiniteit, continuïteit en stabiliteit tijdens de ontwikkeling van wetten 

en beleid voor duurzaamheid in deze sector. De staat ondergaat momenteel een 

transformatie en vergroot de nationale institutionele capaciteit door de publicatie van 
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het ISPO-beleid in plaats van te worden 'uitgehold' door de opkomst van 

transnationale actoren die op mondiaal niveau opereren. 

 Het proefschrift presenteert nieuwe theoretische en praktische inzichten over 

de interactie tussen globalisering en binnenlandse beleidsvorming. Vanuit een 

theoretisch perspectief dragen de nieuwe inzichten bij aan kennis van de verbanden 

tussen instellingen, duurzaamheid, globalisering en de processen van binnenlandse 

beleidsverandering. Vanuit praktisch oogpunt kunnen de onderzoeksresultaten de 

belanghebbenden in de palmoliesector helpen machtsrelaties tussen actoren te 

begrijpen; ontwikkeling van instellingen die bijdragen aan de nationale 

duurzaamheidsvisie; en componenten van de discourses over de ISPO- en 

oliepalmsector die moeten worden ingericht op het verbeteren van duurzaamheid. 

  



208 

 

  



209 

 

RINGKASAN BAHASA INDONESIA 
 

  

 Konsep pembangunan berkelanjutan merupakan salah satu agenda global 

yang mempengaruhi proses penyusunan berbagai bentuk kebijakan nasional. Pengaruh 

ini mendorong terjadinya homogenisasi dari beragam lembaga politik dan ekonomi 

nasional, serta mengarah pada konvergensi kebijakan, yakni sebuah fenomena dimana 

kebijakan berkembang ke arah yang sama baik dalam hal struktur, proses, dan kinerja. 

Namun demikian, tekanan globalisasi yang mengarah pada homogenisasi kebijakan 

tidak selalu terjadi, karena lembaga-lembaga nasional berusaha melakukan mediasi 

sejauh mana dampak tekanan global mempengaruhi pengambilan keputusan di dalam 

negeri. Tarik menarik antara tekanan global dan kepentingan nasional ini penting untuk 

ditelaah karena peran institusi nasional sebagai penentu kinerja ekonomi politik dalam 

negeri cenderung menurun karena pengaruh dari tekanan global. 

 Berdasarkan pemaparan di atas, pertanyaan utama yang diusung oleh 

penelitian ini adalah sebagai berikut: 

 Bagaimana dan sejauh mana agenda pembangunan berkelanjutan global dan 

para aktor yang terlibat memberikan pengaruh terhadap perubahan kebijakan di dalam 

negeri? 

 Penelitian ini menggunakan sektor minyak kelapa sawit di Indonesia sebagai 

studi kasus, khususnya kebijakan Indonesian Sustainable Palm Oil (ISPO). ISPO 

merupakan sistem sertifikasi nasional yang diterbitkan oleh pemerintah dan wajib 

diikuti oleh seluruh pengusaha kelapa sawit di Indonesia. Ekspansi perkebunan kelapa 

sawit berskala besar yang terjadi secara intensif di beberapa daerah di Indonesia telah 

menyebabkan berbagai dampak lingkungan dan sosial. Oleh karenanya, kekhawatiran 

masyarakat global, termasuk di dalamnya berbagai organisasi non-pemerintah 

internasional, muncul dan mempertanyakan keberlanjutan dari proses produksi kelapa 

sawit di Indonesia. Beberapa organisasi non-pemerintah tersebut kemudian 
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bernegosiasi dengan berbagai pemangku kepentingan, seperti misalnya pengusaha, 

untuk menciptakan solusi akan berbagai dampak yang ditimbulkan oleh sektor ini. 

Salah satu bentuk kerjasama dari pemangku kepentingan internasional untuk mengatasi 

berbagai masalah tersebut adalah dibentuknya Roundtable on Sustainable Palm Oil 

(RSPO). Selain itu terdapat juga berbagai skema yang dilakukan untuk mengatasi 

masalah ini, diantaranya skema komitmen berkelanjutan dari beberapa perusahaan 

swasta, dan juga skema pemberian insentif dari praktik keberlanjutan yang diberikan 

oleh negara-negara konsumen kelapa sawit dari Indonesia. Karena hal tersebut, 

pemerintah nasional kemudian menerbitkan ISPO. Banyak argumen yang 

menyebutkan bahwa tujuan penerbitan ISPO adalah sebagai alternatif dari RSPO dan 

merupakan usaha pemerintah untuk mengklaim kembali otoritasnya.  

 Dalam disertasi ini, saya menggunakan metode eksploratori sekuensial dengan 

menggabungkan metode kualitatif dan kuantitatif. Tahap pertama penelitian ini dimulai 

dengan proses eksplorasi dari fenomena globalisasi dan pengaruhnya terhadap 

penyusunan kebijakan dalam negeri. Setelah itu, berdasarkan data kualitatif yang 

diambil di tahap pertama, saya melakukan fase pengambilan data kuantitatif untuk 

menguji dan juga melakukan generalisasi terhadap temuan pada tahap pertama 

tersebut. 

 Untuk menjawab pertanyaan penelitian utama, dilakukan tiga studi dengan 

pertanyaan penelitian yang berbeda. Penelitian yang dilakukan pada studi pertama yang 

terangkum dalam Bab 4 disertasi ini adalah mengenai relasi kekuasaan (power relations) 

dari para pemangku kepentingan rantai pasok sektor kelapa sawit di Indonesia. Bab ini 

bertujuan untuk menjawab pertanyaan penelitian pertama tentang bagaimana relasi 

kuasa antara aktor di tingkat internasional, nasional, dan lokal dalam pembuatan 

kebijakan di sektor minyak sawit di Indonesia. Teori kekuasaan (power theory) digunakan 

sebagai dasar pemikiran untuk studi ini, karena kekuasaan dari aktor-aktor dan 

distribusinya dapat menentukan bagaimana proses politik berlangsung. Analisis 

pemangku kepentingan digunakan dalam Bab ini untuk mengidentifikasi para 

pemangku kepentingan; hierarki kekuasaan dan kepemimpinannya; tingkat 

pengetahuannya; dan posisi pemangku kepentingan terhadap kebijakan ISPO. Hasil 
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analisis tersebut kemudian digunakan untuk mengembangkan peta pengaruh untuk 

menganalisis posisi pemangku kepentingan dalam sebuah jaringan. Hasil penelitian dari 

Bab ini menunjukkan bahwa politik dan pengambilan keputusan di sektor kelapa sawit 

di Indonesia sebagian besar berada dalam kerangka kerja pemerintah nasional. 

Sementara itu para pemangku kepentingan di sektor lokal memiliki kekuasaan yang 

lemah dan juga sumber daya yang terbatas, sehingga kurang memiliki pengaruh dalam 

proses pembuatan kebijakan. Bab ini menyimpulkan bahwa politik mengenai agenda 

pembangunan berkelanjutan di arena internasional telah mempengaruhi kebijakan 

nasional dan juga proses pembuatan kebijakan domestik melalui berbagai kekuasaan 

dari aktor internasional yang ada. Kemudian bab ini juga mengungkap bahwa 

kebutuhan untuk memberdayakan pemangku kepentingan lokal sangatlah penting dan 

harus mendapat perhatian khusus demi terlaksananya implementasi kebijakan sekor 

kelapa sawit berkelanjutan yang efektif. 

 Pada Bab 5 saya menyelidiki perkembangan legislasi yang mengarah pada visi 

keberlanjutan dalam mengatur sektor minyak sawit Indonesia melalui lensa teori 

kelembagaan historis (historical institutionalism). Analisis difokuskan pada dinamika 

perkembangan legislasi yang mengatur sektor minyak kelapa sawit dengan menyelidiki 

stabilitas dan perubahan kelembagaan, serta melakukan eksplorasi terhadap faktor 

pendorong terjadinya perubahan baik secara eksogen atau endogen. Hasil penelitian 

dalam bab ini mengungkapkan bahwa perkembangan kelembagaan historis nasional-

internasional di sektor minyak kelapa sawit Indonesia terbagi dalam empat periode 

penting yaitu: 1) skema perkebunan plasma inti-plasma sebagai anteseden terhadap 

peningkatan kesadaran lingkungan dan masalah sosial (1957-1986); 2) meningkatnya 

area ekspansi kelapa sawit dan konsep berkelanjutan yang terus menerus disampaikan 

oleh berbagai pihak internasional (1986-2004); 3) upaya awal untuk melembagakan 

minyak sawit berkelanjutan (2004-2011); dan 4) penetapan kebijakan Indonesian 

Sustainable Palm Oil (ISPO) (2011-sekarang). Pada periode terakhir, perkembangan 

kebijakan dipengaruhi oleh ‘jalur ketergantungan’ (path dependency) dimana kebijakan 

ISPO yang baru diperkenalkan tersebut memilki jejak proses pembuatan kebijakan 

yang telah dibuat sejak awal perkembangan perkebunan kelapa sawit di Indonesia. 

Kesimpulan dalam Bab ini mengungkapkan bahwa perubahan kebijakan dalam sektor 
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ini dipengaruhi oleh berbagai faktor baik faktor eksogen dan juga endogen yang berasal 

dari institusi nasional itu sendiri, sehingga secara bersama-sama mengubah pola 

institusi yang ada secara inkremental.  

 Bab 6 dalam disertasi ini bertujuan untuk menjawab pertanyaan penelitian 

ketiga. Bab ini mengunakan analisis diskursus mengenai faktor utama yang memicu 

inisiasi kebijakan ISPO yang diterbitkan pemerintah di bawah berbagai pengaruh 

negosiasi trans-nasional. Studi pada Bab ini juga mengidentifikasi faktor-faktor yang 

penting untuk diutamakan dalam rangka meningkatkan keberlanjutan di sektor minyak 

kelapa sawit, dan khususnya yang berkaitan dengan ISPO. Argumen teoretis utama dari 

bab ini mempertanyakan apakah munculnya berbagai inisiasi trans-nasional telah 

'melubangi' negara atau tidak. Hal ini dikarenakan adanya berbagai inisiatif untuk 

memfasilitasi konsep keberlanjutan dan sebagai tindakan untuk memberikan solusi 

untuk sektor minyak sawit Indonesia, dan seringkali hal tersebut berasal dari aktor 

swasta internasional. Kerangka konseptual dalam bab ini lalu menjelaskan tentang 

bagaimana pergeseran kekuasaan dari pemerintah ke aktor-aktor tersebut, sehingga 

menjadikan adanya metafora ‘negara berlubang’ dimana kekuasaan negara dalam 

mengatur kegiatan domestiknya berkurang atau menjadi lemah. Selain itu kerangka 

konseptual mengenai bagaimana dinamika interaksi pemerintahan juga dijelaskan dalam 

Bab ini. Metodologi yang digunakan pada bab ini adalah metodologi Q. Bagian 

kuantitatif dari langkah metodologi Q dalam disertasi ini disusun setelah 

mengumpulkan pernyatan kualitatif yang diambil dari bab-bab sebelumnya. Hasil 

penelitian dalam Bab ini kemudian mengungkap lima diskursus yang berbeda. Dua 

diskursus membahas mengenai isu kedaulatan negara sebagai faktor utama yang 

memicu inisiasi ISPO dan juga adanya kebutuhan untuk memperkuat sektor lokal. Tiga 

wacana lainnya yaitu mengenai: skeptisisme tentang ISPO; aspek finansial dan debat 

pelestarian lingkungan; dan tantangan serta saran untuk implementasi ISPO. Bab ini 

menyimpulkan bahwa di sektor minyak sawit Indonesia, ‘negara berlubang’ yang 

diartikan sebagai penurunan kekuasaan dan otoritas negara tidak terjadi pada kasus ini. 

Sebaliknya, pemerintah telah berusaha meningkatkan kapasitas kelembagaannya melalui 

ISPO. Meskipun demikian, Bab ini juga mengungkapkan faktor-faktor yang perlu 

diutamakan untuk membentuk tata kelola keberlanjutan di sektor minyak kelapa sawit 
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Indonesia, termasuk di dalamnya mengenai perlindungan kawasan dengan nilai 

konservasi tinggi dan kebutuhan akan peningkatan manfaat sertifikasi bagi para pelaku 

bisnis. 

 Bab 7 memaparkan kesimpulan dan sintesis dari disertasi ini. Disertasi ini 

menyimpulkan bahwa para pemangku kepentingan internasional telah mencoba untuk 

memberikan pengaruh pada agenda keberlanjutan nasional di sektor minyak sawit 

Indonesia dengan menggunakan kekuatan yang mereka miliki di tingkat global. 

Namun, perubahan kelembagaan di sektor minyak sawit Indonesia dihasilkan dari 

adanya perebutan kekuasaan dari koalisi nasional pemerintah yang menunjukkan 

bentuk kedaulatan pemerintah itu sendiri. Temuan ini juga mengungkapkan bahwa 

perubahan kelembagaan tidak hanya merupakan respons terhadap pengaruh eksogen 

dari lembaga-lembaga global, tetapi dihasilkan dari berbagai interaksi faktor-faktor 

endogen yang mengubah perspektif para pelaku nasional. ‘Jalur ketergantungan’ atau 

path dependency dalam konsep kelembagaan historis telah menunjukkan bagaimana 

kedaulatan, kesinambungan, dan stabilitas dalam perkembangan legislasi dan kebijakan 

dari sektor kelapa sawit keberlanjutan. Selain itu, melalui publikasi kebijakan ISPO, 

negara sedang berupaya untuk melakukan transformasi dengan meningkatkan kapasitas 

kelembagaan nasional dan bukan melalui proses 'dilubangi' oleh munculnya aktor 

trans-nasional yang beroperasi di tingkat global. 

 Disertasi ini menyajikan wawasan teoretis dan praktis baru mengenai interaksi 

yang terjadi diantara isu globalisasi dan pembuatan kebijakan domestik. Dari perspektif 

teoretis, disertasi ini berkontribusi pada pengetahuan tentang hubungan antara institusi 

atau kelembagaan, konsep keberlanjutan, globalisasi, dan proses perubahan kebijakan 

domestik. Adapun dari perspektif praktis, hasil penelitian dalam disertasi ini dapat 

membantu pemangku kepentingan sektor kelapa sawit dalam memahami hubungan 

kekuasaan antara para pelaku kepentingan; bagaimana perkembangan institusi di sektor 

ini berkontribusi terhadap visi keberlanjutan nasional; dan yang terakhir, apa saja 

diskursus tentang ISPO dan sektor kelapa sawit yang perlu menjadi fokus penting 

untuk meningkatkan keberlanjutan dari sektor ini.  
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APPENDICES 
 

 

Appendix 1. List of Interviewees 

 

No. Stakeholders Interviewees Time of interview 

1 

The 

government 

Ministry of 

Agriculture 

Staff 1 March 25, 2013 

2 Staff 2 April 6, 2015 

3 Staff 3 April 6, 2015 

4 Staff 4 April 8, 2015 

5 ISPO Commission 
March 10, 2015; 

May 25, 2015 

6 

Other Ministries 

 

Ministry of Environment 

and Forestry 
May 25, 2015 

7 

Ministry of Agrarian Affairs 

and Spatial 

Planning/National Land 

Agency (BPN) 

May 25, 2015 

8 
District 

Government 

Riau Province June 12, 2015 

9 West Kalimantan Province June 12, 2015 

10 East Kalimantan Province June 12, 2015 

11 CPO Fund Director August 12, 2015 

12 

Palm Oil Companies 

Large Private Company 1 March 13, 2015 

13 Large Private Company 2 March 10, 2015 

14 
State Owned Plantation 

Company 
April 6, 2015 (email) 

15 Large Private Company 3 June 12, 2015 

16 

Palm Oil 

Associations 

Indonesian Biofuel 

Producer 

Association 

(APROBI) 

Staff 1 September 12, 2013 

17 

Indonesian Palm 

Oil Association 

(GAPKI) 

Executive Director March 10, 2015 

18 
Indonesian Palm 

Oil Board (IPOB) 
Staff 1 March 10, 2015 

19 
 

Certification Body and Auditor 
Auditors May 26, 2015 

20 
Non-Governmental 

Organizations 

RSPO March 10, 2013 

21 IPOP August 12, 2015 

22 International NGO1 skype interview,  
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No. Stakeholders Interviewees Time of interview 

May 22, 2015 

23 International NGO2 February 3, 2014 

24 UNDP March 10, 2015 

25 International NGO3 March 10, 2015 

26 National/Local NGO2 10 March 2015 

27 National/Local NGO3 May 26, 2015 

28 National/Local NGO4 March 10, 2015 

29 International NGO3 June 26, 2015 

30 Media Media March 23, 2015 

31 

Smallholders 

Smallholder 1 May 23, 2015 

32 Smallholder 2 May 23, 2015 

33 Smallholder 3 May 23, 2015 

34 
Private Consultancy Companies 

Consultancy company 1 August 12, 2015 

35 Consultancy company 2 October 3, 2014 

36 Academics Academics August 4, 2013 
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Appendix 2. List of Q sorting participants 

 

STAKEHOLDERS NO. 
CODE in Q 

SORT 
DATE 

The 
Government 

National 
GOVERNMENT 

1 G_IC1 February 29, 2016 

2 G_MA_1 February 29, 2016 

3 G_MA_2 February 25, 2016 

4 G_MA_3 February 3, 2016 

5 G_MEF_1 February 9, 2016 

DISTRICT 
GOVERNMENT 

6 GD_RP_1 February 2, 2016 

Non-
Governmental 
Organisations 

International 
NGOs 

7 NG_IO_1 March 1, 2016 

8 NG_IO_2 February 3, 2016 

9 NG_IO_3 February 29, 2016 

10 ING-6 October 6, 2016 

11 NG_IO_4 February 29, 2016 

RSPO 12 ING_P1 February 9, 2016 

LOCAL NGOs 
13 NG_LO_1 February 5, 2016 

14 NG_LO_2 February 24, 2016 

Auditors and Certification Body 

15 NG_CB_1 February 5, 2016 

16 NG_A1 January 20, 2016 

17 NG_A2 February 11, 2016 

Private Consultancy Company 

18 PCC_1 January 19, 2016 

19 PCC_2 January 20, 2016 

20 PCC_3 January 20, 2016 

Palm Oil 
Association 

GAPKI 21 NG_PCG February 5, 2016 

Palm Oil 
Companies 

Large Company 
22 BPOC_1 February 24, 2016 

23 BPOC_2 February 22, 2016 

Academics 

24 EXP_1 October 24, 2016 

25 EXP_2 March 2, 2016 

26 EXP_3 February 5, 2016 

MEDIA 27 IM_1 February 2, 2016 
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 Appendix 3. Q methodology steps in this study 
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Appendix 4. Q study guidance for the participants 

  

Q STUDY GUIDANCE 

 

Q methodology is a research methodology that permits the systematic study of 
subjectivity and the communicability of subjective perceptions in a discourse on a specific 
topic. In this study, Q methodology used to decipher and sort out various stakeholder’s 
perception concerning ISPO (Indonesian Sustainable Palm Oil) policy which issued by the 
Government. This research covered issues about the ISPO formulation, implementation 
and formulation process and the Indonesian palm oil sector in general. The results of this 
research will be analysed to see various patterns in the discourse about ISPO. Completion 
of this Q study would take around 30-45 minutes.  

 There are several instruments used for Q method in this research, including: 

A. Q sort cards are cards that contain statements derived from the results of 
stakeholder’s interview pertaining the ISPO policy and palm oil sector in general. 
Some statements also derived from several secondary sources, such as journals, 
newspapers, magazines, web news, etc. Statements then pieced and paraphrased by 
researcher without removing the original meaning. There are 54 Q sorts cards 
contain different statement in this study. The numbers in each card (1 to 54) has 
no meaning; it is aimed to ease the researcher writing the results.  
 

B. Agree (+), neutral (N), and disagree (-) cards were cards to ease participants 
sorting the statements before placing it to the Q Grid.  
 

C. Q grid is an enlarged diagram to put a Q sort cards that have been provided based 
subjectivity of the participants.  

SORTING THE CARDS: 

1. Participants expected to read the Q sort cards and sort out the statements into 
three boxes that have been provided in picture 1. This first step aim to ease 
participants in sorting statements before placing it into the Q Grid. However this 
step is optional. When participants have limited time or just choose to place the 
statements to Q Grid directly, this step can be skipped.  

 

 

 

 

Picture 1. Agree (+), Neutral (N), and Disagree (-) Cards 

(+) N (-) 
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Explanation: 
(+)  are statements where considered AGREE by participants. 
(N) are statements where considered NEUTRAL by participants. 
 (-)  are statements where considered DISAGREE by participants. 
 

2. In this step, participants expected to sort out the cards and put it into a Q Grid 
(picture 2). All Q sorts cards have to be placed in the Q grid according to a scale 
between -5 (Most disagree) to +5 (Most agree). All grids have to be occupied; 
therefore it is not allowed to put two Q sort cards in the same grid or outside the 
grid.  

 

Picture 2. Q Grid 

3. After participants finish placing the Q sort cards into the Q Grid, the number of 
each card can be written in the Q Grid form based on the sorting results.  
 

4. After participants finish the Q sorting process, the researcher then would like to 
conduct follow-up interviews regarding the opinion about the Q sorting process, 
the statements, and the reason on putting the card.  
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Appendix 5. List of Interview Questions 

 

Interview Questions for Government Officer 

1. Before the ISPO (Indonesian Sustainable Palm Oil System) published by the 

government, have you heard about this Ministry of Agriculture's plan? If yes, 

what do you think about it? 

2.  Is the initiation of ISPO in line with the vision and mission of the institution 

where you are located? 

3. What is the role of your institution in formulating the ISPO policy? Are your 

institutions actively involved in the formulation process? 

4. Do you know what the main triggering factors of the government in initiate this 

national certification system (ISPO)? 

5. Do you think there are any pressures from the international community so that 

the government issues this policy? If yes, what kind of influence from the 

international community? 

6. Do you think the initiation of ISPO will give burden for oil palm producers 

(whether large oil palms producers or smallholders)? 

7. What actually do you think about the main issues for the Indonesian palm oil 

sector? 

8. What is your suggestion for this ISPO certification system toward sustainable 

palm oil vision? 

9. What is your suggestion for all of the existing palm oil certification system 

(national and international such as ISPO and RSPO) to be effectively 

implemented? 

Interview Question for the Oil Palm Companies: 

1. Does your company know about ISPO (Indonesian Sustainable Palm Oil) policy? 

If yes, how do you know about this ISPO? 

2. What are the views and perceptions of the company regarding this mandatory 

ISPO certification? 
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3. Is your company certified by ISPO or is applying for the ISPO certification? 

4. If yes, in what month and year is your company certified by ISPO? If not, is there 

a plan to be certified by ISPO? 

5. May I know about the cost of ISPO certification? 

6. Is there a special budget for ISPO certification? 

7. If the companies already certified by ISPO. How is the auditing process for ISPO 

certification? Were its principles and criteria difficult to fulfil? 

8. What are the difficulties or problems (from the submission process to the audit 

process) to get the ISPO certificate? 

9. Is your company certified by a certification system other than ISPO, such as 

RSPO (The Roundtable on Sustainable Palm Oil) or ISCC (International 

Sustainability and Carbon Certification)? 

10. How long has your company got certificate from other certification system other 

than ISPO? 

11. Do the sales of oil palms in your company increased after certified by (e.g.) RSPO 

and ISCC certification system? Or Does the company get the premium price after 

attain the certification? 

12. Do you know the difference and similarity between ISPO certification system, 

RSPO and ISCC? What do you think about that? 

13. How would the opportunity of selling CPO (Crude Palm Oil) and other palm oil 

products produced by your company after certified by ISPO? Does your 

company expect a sales increase after obtaining an ISPO certificate? 

14. With regard to the number of negative campaigns on palm oil in Indonesia and 

its sustainability, what do you think about that? 

15. Does the negative campaign affect the sales of oil palm in your company? 

16. If yes, how does the company overcome this problem? 

17. What actually do you think about the main issues for the Indonesian palm oil 

sector?  

18. What is your suggestion for this ISPO certification system toward sustainable 

palm oil vision? 
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19. What is your suggestion for all of the existing palm oil certification system 

(national and international such as ISPO and RSPO) to be effectively 

implemented? 

 

Interview questions for the smallholders 

1. How long did you own this oil palm plantation? 

2. If you do not mind, what is the size of the plantation that you have and how are 
your plantation’s production capacity per year? 

3. Where the fresh fruit bunch is being sold? 

4. Do you belong to the palm oil cooperatives? If yes, what's the name? 

5. Have you ever heard about the ISPO (Indonesian Sustainable Palm Oil) 
certification system that was published by the government? 

If the answer is YES, please forward it to question number 7, 
If the answer is NO, please forward it to sub questions a, b, c, d and e. 

a. Do you know anything about certification for sustainable oil palm? 

b. Have you heard about ISPO or RSPO? 

c. What do you think about those certification systems? 

d. Have you certified your plantation by RSPO or ISPO? 

e. If yes, is there any funding source for the certification? 

6. Do you know that the government required Indonesian oil palm plantations to be 
certified by ISPO? 

7. Do you know how long has the government disseminated the ISPO? And in 
what ways did the government disseminates about the ISPO? (For example: 
through the Cooperative, through the public discussion forum held by the 
government?) 

8. Do you know the requirements to fulfil the ISPO certification process for 
smallholder plantation? 

a. If yes, is your plantation ready to be certified by ISPO certification? 
b. Have you completed the documents required for ISPO certification, for 

instance STDB (Surat Tanda Daftar Budidaya)? 
c. What are the difficulties to be certified by ISPO? 
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9. Do you know about the cost of being certified by ISPO? 

10. Do you think the certification of oil palm is or will be beneficial for you? 

11. Instead ISPO certification, is there any challenges or difficulties in fulfilling 
various government regulations? 

 

Interview questions for local people 

1. Could you please let me know your name and your occupation? 

2. How long have been living here? 

3. Related to the oil palm plantations in your neighbourhoods, is the existing oil 

palm plantation in your area beneficial for you? Could you please explain it? 

4. Have you ever heard about sustainability certification system for oil palm 

plantations, where if the oil palm plantation wants to be certified, the oil palm 

planters were required to pay attention to the surrounding community and the 

surrounding environment? (The questions about ISPO and or other certification 

system continue if the local people know about them). 

5. Is there any problem or conflict with the existing oil palm plantation owners? 

What kind of conflict? 

6. If so, can the conflict be resolved? How it was resolved? 

7. How you describe the quality of the environment in your neighbourhood? For 

example, are the water quality and quantity good? Or how was the air and soil 

quality in your neighbourhood? 

8. Is there any contribution from the palm oil businesses around your area? For 

example, if there is a large oil palm company, does the company build some 

facilities such as schools, hospital, agricultural infrastructures, mosque, etc.? 

Interview questions for the NGOs 

1. Have you heard about ISPO (Indonesian Sustainable Palm Oil System) which 

published by Indonesian Ministry of Agriculture? Since when? 

2. Has your NGOs ever had been invited by Government to public consultation or 

formulation event of ISPO policy? 
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3. What do you think about this policy? Do you know what the triggering factors of 

ISPO initiation are? 

4. Do you see this policy as a good initiative from the Indonesian Government 

towards the sustainability of palm oil plantation in Indonesia?  

5. Do you see any chances for this policy to help a lot of palm oil issues in 

Indonesia, especially related to the environmental issues?  

6. The government had been promoting ISPO widely to India, China, Europe and 

America, etc. How do you see this? Do you think international consumer will 

recognise ISPO as an international certification system for Indonesian palm oil?  

7. ISPO and RSPO commissions are conducting join study to see the similarities 

and commonalities between these two systems at this moment. However, the 

High Conservation Value (HCV) term in RSPO become one of the issue that 

differ RSPO and ISPO (RSPO contain HCV term, but ISPO was not, it was in 

the different term which stated in Indonesian Law and Regulation). Do you think 

this difference will become a problem? Do you think this difference could affect 

the effort for protection of high conservation value? 

8. The certification system for smallholders is being developed in ISPO at this 

moment. What do you think about this? Do you think smallholders with all of 

their limitation could be certified by ISPO at this moment? 

9. What do you think the main important issues that need to be solved for the palm 

oil sector?  

10. What is your suggestion for this ISPO certification system toward sustainable 

palm oil vision?  

11. What is your suggestion for all of the existing palm oil certification system 

(national and international such as ISPO and RSPO) to be effectively 

implemented? 
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Appendix 6. Statement scores on each factor 

No Statements A B C D E 

1 

Campaigns on negative issues, such as health, social, and environmental 

impacts, were made by international and external actors about the 

Indonesian palm oil sector. 

4 1 2 0 3 

2 
ISPO should be recognised by the international community since it still 

not been noticed.  
3 -2 5 -2 2 

3 

The development of sustainable palm oil sector in Indonesia need to refer 

to the Indonesian Constitution since the sustainability concept already 

embedded in it.  

5 1 1 3 1 

4 

The rising prices for selling CPO when a companies have implementing 

ISPO occurred because an agreement transactions between buyer and 

seller, without the involvement of Government.  

0 -2 -2 1 0 

5 
The purpose of ISPO is not to meet the market demand; however it 

could act as an instrument to reach the market.  
-1 3 3 -2 3 

6 
Initiation and implementation of the ISPO is influenced by the concept 

of sustainable development created by the international community. 
1 3 0 -5 1 

7 ISPO and RSPO certification cannot be fully integrated. 0 2 1 -2 4 

8 
The ISPO auditors experience difficulty to becoming familiar with all the 

regulations relating to the palm oil sector that are relevant to the ISPO. 
-2 0 -4 -1 -1 

9 

The development of Indonesian palm oil industry hampered by some 

requirement from other countries in order to protect their agricultural 

products.  

3 -4 2 -3 4 

10 The ISPO resulted from efforts to reform the Indonesian palm oil sector. 4 -5 5 0 1 

11 

The Sustainable Palm Oil (SPO) Initiatives by UNDP is a good platform 

to discuss the best solution for palm oil development problem in 

province and national level.  

-2 1 -2 -3 -1 

12 
The ISPO is a reaction from the Indonesian Government to the various 

negative campaigns and the demand of palm oil consumers. 
-2 1 1 2 3 
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No Statements A B C D E 

13 The RSPO will be seen as superior compared to the ISPO. -3 5 -2 2 -4 

14 
 Weak coordination between government institutions often hinders the 

government to make a multi-sector decision. 
0 -2 5 3 2 

15 

ISPO requirement to retain HCV forests has been dropped from the 

2015 version, and a new criterion has made difficulties for companies to 

protect them voluntarily. 

-5 -1 -4 -4 0 

16 
The definition of a ''good palm oil company'' in Indonesia is a company 

that complies 100% with Indonesian regulation. 
5 -2 -5 1 2 

17 

The costs, complexity and time taken for obtaining both the RSPO and 

ISPO certification needs to decrease, as 80% of their principles and 

criteria are equivalent. 

-1 -1 4 -4 -1 

18 

Because of the government and smallholder’s limited budgets, the 

certification for independent palm oil smallholders needs support from 

other parties. 

3 4 4 -2 1 

19 
There are lacks of stakeholder engagement (especially NGOs) in the 

ISPO formulation stage. 
-4 -4 -2 1 -2 

20 
The principals and criteria of the ISPO should be adapted to market 

changes and palm oil consumer's expectations. 
-1 0 3 5 -3 

21 
The ISPO needs to have both incentive and disincentive mechanisms to 

encourage sustainable palm oil practices. 
-1 2 3 3 2 

22 
Indonesian palm oil companies expect to get a premium price for their 

crude palm oil (CPO) when they are awarded an ISPO certificate. 
0 -4 -3 -4 4 

23 

The legal status of the ISPO needs to be published by an authority higher 

than the ministry (Government Regulation (PP) or Presidential Regulation 

(Perpres)) to enhance involvement of all stakeholders and increase the trust 

of outside parties. 

2 -3 -1 -2 -1 

24 

 On one hand, the RSPO tries to limit palm oil production in Indonesia 

by setting criteria for HCV. On the other hand, the ISPO tries to increase 

production of palm oil in Indonesia by setting the conservation areas 

outside the plantation areas. 

-4 -2 -2 -3 4 
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No Statements A B C D E 

25 
In general, the P&Cs of voluntary certification is stricter than the 

mandatory certification.  
-5 0 -4 -3 -2 

26 

ISPO issued certificates for palm oil producers and growers because it 

could be used as evidence that can be accepted by the international 

community.  

1 0 -5 -2 0 

27 

The commitment of six big palm oil companies to the Indonesian Palm 

Oil Pledge (IPOP) will cause difficulties for oil palm smallholders since 

their oil palm fruit could not be purchased by these big companies 

3 -1 -3 -5 -2 

28 

The many inadequacies of the government's regulations that exist in the 

ISPO are resulting in a slow certification process for all palm oil 

companies in Indonesia. 

-4 3 -1 5 0 

29 
The socialisation of ISPO is not yet spread to the lowest level since the 

farmers in the district do not yet know ISPO.  
1 2 1 2 2 

30 

International consumers do not now recognise the ISPO as an 

international certification system since it does not include the principles 

and criteria in accordance with their demands. 

-2 0 -3 2 -5 

31 
ISPO published based on the existing Indonesian regulation where 

currently does not support the zero deforestation initiation. 
-3 1 0 -4 -5 

32 

The withdrawal of GAPKI from RSPO membership is a contra 

productive movement that, in the end, will harm the Indonesian 

reputation.  

-4 -1 -1 1 -5 

33 
ISPO was not created to replace or compete with RSPO certification 

system.  
3 2 2 2 3 

34 

The most important thing in the sustainable palm oil production is there 

is no plantation in the primary and secondary forests as well as high 

conservation area.  

-2 -3 -3 2 5 

35 

Local government enforcement capacity in developing the sustainable 

palm oil sector is often hampered by budgetary limits and pressures to 

support more expansion. 

-3 4 0 1 -4 

36 
Implementation of the ISPO standard may reduce the tendency to open 

new land for palm oil plantations. 
2 4 -4 -1 -2 
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No Statements A B C D E 

37 
The implementation of ISPO should significant with an increase in 

adherence to law and also transparency. 
4 5 3 5 5 

38 

The exclusion from the ISPO of voluntary certification (for independent 

smallholders and biofuel producers) could lead to a two-tier market for 

palm oil, one that is legally compliant (ISPO certified) and one that is not.  

-3 -4 2 -1 -3 

39 

A 'No deforestation' commitment is only one criterion that is already 

covered in the ISPO, so it does not need to have exaggerated prominence 

because other criteria are also important. 

2 -5 0 -1 0 

40 
Campaigns from international NGOs about the Indonesian palm oil 

sector are not influencing Indonesian palm oil exports to other countries. 
0 -3 -5 3 -4 

41 

Some barrier faced by the palm oil growers in acquiring ISPO certificates 

is the high costs and the time publishing obscurity of the supporting 

documents for ISPO certification. 

-3 -3 -1 0 1 

42 
The implementation of ISPO policy will not increase palm oil production 

significantly.  
-5 3 -3 -1 -3 

43 
Conservation and forestry areas (HCV areas) should be placed outside 

palm oil plantations. 
-1 4 -1 -4 -2 

44 
The sustainable palm oil development cannot accomplish without the full 

involvement of the Government.  
4 1 1 3 3 

45 

All the palm oil companies in Indonesia must comply with existing 

regulations in Indonesia and do not have to comply with regulations from 

another country. 

5 2 1 0 2 

46 
Boycotting palm oil and its by-products will not produce fundamental 

changes on the ground.  
1 -2 -2 4 -2 

47 

Various requirements imposed for the exports of Indonesian palm oil to 

other countries need to be reviewed because many do not reflect the 

conditions in Indonesia. 

1 3 2 -5 0 

48 ISPO can serve as a system for increasing the production of palm oil. 2 0 3 0 -1 

49 
Many ISPO's principle and criteria still interpreted by the auditor because 

don’t have any single references yet. 
-2 -3 3 4 -1 
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No Statements A B C D E 

50 

Given Indonesia’s notorious reputation for weak law enforcement and 

rampant corruption, ISPO cannot gain credibility from the international 

market. 

-1 -5 4 4 -4 

51 
There is an urgent need to strengthen the capacity of smallholders who 

account for 40 percent of oil palm estates in Indonesia. 
2 5 -1 3 1 

52 

When a country requires a certificate for the products of sustainable palm 

oil, then it should also be implemented to all vegetable oil access to the 

country so there was no discrimination.  

2 -1 4 1 5 

53 

Experience from accreditation of sustainable production forest 

management (PHPL) and legality for timber is a good example for the 

ISPO certification system. 

1 2 0 0 -3 

54 

ISPO need to protect small-scale oil palm farmers, as they being blamed 

for massive forest fires, since they know how already knew the way to 

control the slash and burn for planting process. 

0 -1 0 -1 -3 
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Appendix 7. Statement scores on each factor (Bahasa Indonesia) 

 

No Pernyataan A B C D E 

1 

Secara bergantian, isu sosial, lingkungan dan kesehatan terus menerus 

dikampanyekan oleh berbagai pihak Internasional kepada sektor kelapa 

sawit Indonesia. 

4 1 2 0 3 

2 
ISPO harus mendapatkan rekognisi dunia internasional karena selama ini 

masih belum cukup dikenal. 
3 -2 5 -2 2 

3 

Pembangunan sektor kelapa sawit berkelanjutan harus mengacu kepada 

Undang-Undang karena konsep berkelanjutan sudah dicetuskan di 

dalamnya. 

5 1 1 3 1 

4 

Meningkatnya harga jual CPO ketika suatu perusahaan telah 

mengimplementasi ISPO terjadi karena adanya kesepakatan 

transaksi antara pembeli dan penjual, bukan pemerintah. 

0 -2 -2 1 0 

5 
Tujuan ISPO bukan untuk memenuhi keinginan pasar, tetapi sebagai alat 

untuk bisa meraih pasar. 
-1 3 3 -2 3 

6 
Terbitnya ISPO dipengaruhi oleh adanya konsep pembangunan 

berkelanjutan yang diciptakan oleh dunia internasional. 
1 3 0 -5 1 

7 Sertifikasi ISPO dan RSPO tidak bisa sepenuhnya terintegrasi. 0 2 1 -2 4 

8 
Auditor ISPO mengalami kesulitan dalam mempelajari seluruh peraturan 

terkait dengan sektor kelapa sawit. 
-2 0 -4 -1 -1 

9 

Perkembangan industri kelapa sawit di Indonesia dihambat oleh beberapa 

persyaratan yang dikembangkan negara lain dalam rangka melindungi 

produk pertaniannya. 

3 -4 2 -3 4 

10 ISPO lahir sebagai upaya perbaikan di sektor kelapa sawit Indonesia. 4 -5 5 0 1 

11 

Inisiasi Sustainable Palm Oil (SPO) oleh UNDP merupakan wadah yang 

baik untuk berdiskusi dan mencari solusi untuk masalah di sektor kelapa 

sawit tingkat provinsi dan nasional. 

-2 1 -2 -3 -1 
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No Pernyataan A B C D E 

12 

Munculnya ISPO merupakan sebuah reaksi pemerintah Indonesia 

terhadap banyaknya kampanye negatif dan adanya berbagai permintaan 

dari konsumen kelapa sawit. 

-2 1 1 2 3 

13 RSPO tetap akan dilihat superior dibandingkan ISPO.  -3 5 -2 2 -4 

14 
Koordinasi antar sektor pemerintahan masih belum baik sehingga sering 

menghambat pemerintah dalam membuat keputusan multisektor. 
0 -2 5 3 2 

15 

Salah satu kriteria ISPO versi terbaru yang berkaitan dengan perlindungan 

hutan dan nilai konservasi tinggi membuat perusahaan sulit untuk 

melindunginya secara sukarela. 

-5 -1 -4 -4 0 

16 
Perusahaan kelapa sawit yang dianggap baik di Indonesia adalah 

perusahaan yang mematuhi 100% peraturan yang berlaku di Indonesia. 
5 -2 -5 1 2 

17 

Biaya, kompleksitas, dan waktu yang dibutuhkan sertifikasi ISPO dan 

RSPO seharusnya dapat diturunkan karena 80% prinsip dan kriterianya 

sama. 

-1 -1 4 -4 -1 

18 

Perlu adanya pihak lain yang membantu sertifikasi ISPO untuk petani 

swadaya karena adanya keterbatasan biaya dari petani swadaya dan juga 

pemerintah. 

3 4 4 -2 1 

19 
ISPO tidak melibatkan parapihak (khususnya NGO) dalam proses 

penyusunannya. 
-4 -4 -2 1 -2 

20 
Prinsip dan kriteria ISPO harus bisa diadaptasikan dengan perubahan dan 

ekspektasi pasar. 
-1 0 3 5 -3 

21 
ISPO harus memiliki sistem insentif dan disinsentif untuk mendorong 

terciptanya perkebunan kelapa sawit yang berkelanjutan. 
-1 2 3 3 2 

22 
Para produsen kelapa sawit berharap dengan memiliki sertifikat ISPO 

maka CPO dari perusahaan mereka dapat bernilai jual lebih. 
0 -4 -3 -4 4 

23 
Status hukum ISPO perlu ditingkatkan untuk mengintensifkan 

keterlibatan semua pihak dan meningkatkan kepercayaan dari pihak luar. 
2 -3 -1 -2 -1 

24 

RSPO membatasi produksi sawit dengan adanya HCV sementara ISPO 

berusaha mempertinggi produksi sawit dengan menempatkan area 

konservasi di luar area perkebunan. 

-4 -2 -2 -3 4 
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No Pernyataan A B C D E 

25 
Pada umumnya, prinsip dan kriteria dari sertifikasi yang bersifat 

voluntary lebih ketat dibandingkan yang bersifat mandatory. 
-5 0 -4 -3 -2 

26 
ISPO mengeluarkan sertifikat karena dapat dijadikan bukti yang bisa 

diterima pihak internasional. 
1 0 -5 -2 0 

27 

Komitmen enam perusahaan sawit besar dalam Ikrar Industri Sawit 

Indonesia (IPOP) dapat mempersulit usaha sawit rakyat karena produksi 

tandan buah segar petani berpotensi tidak bisa lagi ditampung oleh 

perusahaan-perusahaan tersebut. 

3 -1 -3 -5 -2 

28 
Masih banyaknya kekurangan dari peraturan pemerintah yang ada dalam 

ISPO berdampak pada lambatnya proses sertifikasi ISPO. 
-4 3 -1 5 0 

29 
Sosialisasi ISPO belum sampai ke level yang paling bawah karena petani 

di daerah belum mengetahui ISPO. 
1 2 1 2 2 

30 

Konsumen internasional tidak akan mengakui ISPO sebagai sistem 

sertifikasi internasional karena tidak memasukkan prinsip dan kriteria yang 

sesuai dengan tuntutan mereka. 

-2 0 -3 2 -5 

31 

ISPO diterbitkan berdasarkan berbagai peraturan yang 

ada di Indonesia dimana tidak mendukung inisiasi "zero 

deforestation''. 

-3 1 0 -4 -5 

32 
Keluarnya GAPKI dari RSPO pada tahun 2011 merupakan langkah yang 

kontraproduktif yang pada akhirnya merugikan citra Indonesia. 
-4 -1 -1 1 -5 

33 
ISPO dibuat tidak untuk mengganti atau berkompetisi dengan sistem 

sertifikasi RSPO. 
3 2 2 2 3 

34 

Yang paling penting dari seluruh proses produksi kelapa sawit 

berkelanjutan adalah tidak adanya pembukaan lahan di hutan primer dan 

hutan sekunder yang memiliki nilai konservasi tinggi. 

-2 -3 -3 2 5 

35 

Hambatan pemerintahan lokal dalam mengelola sektor sawit 

berkelanjutan diantaranya adalah keterbatasan sumber dana dan tekanan 

untuk terus melakukan ekspansi. 

-3 4 0 1 -4 

36 
Implementasi standar ISPO berperan dalam mengurangi kecenderungan 

pembukaan lahan yang baru. 
2 4 -4 -1 -2 

37 
Implementasi ISPO seharusnya signifikan dengan peningkatan kepatuhan 

terhadap hukum dan juga transparansi. 
4 5 3 5 5 
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No Pernyataan A B C D E 

38 

Adanya sertifikasi ISPO yang bersifat sukarela dapat menimbulkan 

munculnya dua kelompok di pasar kelapa sawit, yaitu kelompok yang 

mematuhi hukum (disertifikasi ISPO) dan yang tidak. 

-3 -4 2 -1 -3 

39 

Komitmen ''No Deforestation'' merupakan satu aspek yang sudah tercakup 

dalam ISPO sehingga tidak perlu dibesar-besarkan karena aspek lainnya 

juga tidak kalah penting. 

2 -5 0 -1 0 

40 
Kampanye-kampanye dari NGO internasional terhadap sektor kelapa 

sawit tidak mempengaruhi ekspor kelapa sawit Indonesia ke luar negeri. 
0 -3 -5 3 -4 

41 

Biaya yang besar dan ketidakjelasan waktu terbitnya dokumen pendukung 

sertifikasi ISPO merupakan contoh kendala yang dihadapi perusahaan 

dalam proses sertifikasi ISPO. 

-3 -3 -1 0 1 

42 
Implementasi kebijakan ISPO tidak akan meningkatkan produksi kelapa 

sawit secara signifikan. 
-5 3 -3 -1 -3 

43 
Area konservasi dan hutan seharusnya ditempatkan di luar perkebunan 

kelapa sawit. 
-1 4 -1 -4 -2 

44 
Sektor kelapa sawit ke arah berkelanjutan tidak akan terealisasi tanpa 

adanya keterlibatan penuh pemerintah. 
4 1 1 3 3 

45 

Seluruh perusahaan kelapa sawit yang berada di Indonesia harus 

mematuhi peraturan yang ada di Indonesia bukan peraturan dari negara 

lain. 

5 2 1 0 2 

46 
Memboikot kelapa sawit dan produk turunannya tidak akan menghasilkan 

perubahan mendasar. 
1 -2 -2 4 -2 

47 

Syarat-syarat yang diberlakukan untuk ekspor kelapa sawit Indonesia ke 

negara lain perlu dikaji ulang, karena banyak yang tidak sesuai dengan 

kondisi di Indonesia. 

1 3 2 -5 0 

48 
ISPO dapat berperan sebagai sebuah sistem untuk meningkatkan hasil 

perkebunan dari suatu proses produksi. 
2 0 3 0 -1 

49 
Banyak prinsip dan kriteria ISPO yang masih diinterpretasikan dan belum 

memiliki patokan tunggal. 
-2 -3 3 4 -1 

50 

Karena reputasi Indonesia yang lemah dalam penegakan hukum dan 

rentan korupsi, ISPO sulit untuk mendapat kredibilitas di pasar 

internasional. 

-1 -5 4 4 -4 
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No Pernyataan A B C D E 

51 
Ada urgensi untuk memperkuat kapasitas petani swadaya karena 40% dari 

perkebunan kelapa sawit di Indonesia merupakan milik petani swadaya. 
2 5 -1 3 1 

52 

Ketika suatu negara mensyaratkan sertifikat berkelanjutan untuk produk 

kelapa sawit, maka hal itu juga seharusnya diberlakukan untuk seluruh 

minyak nabati yang masuk ke negara tersebut agar tidak ada diskriminasi. 

2 -1 4 1 5 

53 

Pengalaman pelaksanaan akreditasi Pengelolaan Hutan Produksi Lestari 

(PHPL) dan Legalitas Kayu dapat menjadi contoh pelaksanaan akreditasi 

dan sertifikasi ISPO. 

1 2 0 0 -3 

54 

Petani kelapa sawit skala kecil tidak bisa disalahkan atas kebakaran hutan 

yang terjadi secara luas akhir-akhir ini karena pada dasarnya mereka tahu 

cara mengontrol pembakaran hutan. 

0 -1 0 -1 -3 
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APPENDIX 8. Output of PQ METHOD 2.35 

1. Correlation Matrix Between Sorts 

 SORTS 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 

1 G_IC_1 100 43 47 36 52 25 -20 -8 11 10 48 11 14 43 -5 24 9 -1 -2 -5 25 24 30 23 2 45 -7 

2 G_MA_1 43 100 36 49 45 10 -12 -20 -7 6 30 0 11 15 20 31 22 10 3 -22 49 15 26 -3 5 50 -19 

3 G_MA_2 47 36 100 40 63 30 4 11 20 30 32 5 13 17 5 25 24 -28 -1 15 44 43 31 15 6 34 -13 

4 G_MA_3 36 49 40 100 43 30 30 -5 38 46 39 -4 30 35 16 28 26 22 28 21 52 26 38 24 16 48 -3 

5 G_MEF_1 52 45 63 43 100 35 4 6 15 33 48 6 40 39 19 33 6 -7 4 17 43 37 43 22 17 47 -20 

6 GD_RP_1 25 10 30 30 35 100 12 9 9 12 25 -5 19 42 8 29 -3 4 1 14 15 25 29 13 10 21 2 

7 NG_IO_1 -20 -12 4 30 4 12 100 15 43 20 10 7 28 -10 21 4 5 12 -1 41 9 3 31 16 10 17 3 

8 NG_IO_2 -8 -20 11 -5 6 9 15 100 31 32 -6 15 14 2 19 6 20 -7 21 18 -10 29 4 8 7 5 19 

9 NG_IO_3 11 -7 20 38 15 9 43 31 100 45 27 -12 32 -2 33 18 17 10 13 26 8 39 23 45 20 9 10 

10 NG_IO_4 10 6 30 46 33 12 20 32 45 100 33 3 22 13 10 14 15 -2 35 10 21 24 32 18 2 27 15 

11 IM_1 48 30 32 39 48 25 10 -6 27 33 100 -9 28 31 17 29 9 3 13 14 42 34 48 28 13 50 -14 

12 NG_LO_1 11 0 5 -4 6 -5 7 15 -12 3 -9 100 -10 2 1 6 -19 19 4 10 5 -11 14 0 -13 36 8 

13 NG_LO_2 14 11 13 30 40 19 28 14 32 22 28 -10 100 34 36 14 -2 18 -2 20 19 38 13 16 39 11 -1 

14 NG_CB_1 43 15 17 35 39 42 -10 2 -2 13 31 2 34 100 15 27 -7 20 21 21 19 27 24 17 18 26 -10 

15 NG_A1 -5 20 5 16 19 8 21 19 33 10 17 1 36 15 100 27 0 23 12 10 9 46 29 28 32 7 -3 

16 NG_A2 24 31 25 28 33 29 4 6 18 14 29 6 14 27 27 100 12 9 7 14 21 28 29 11 8 32 9 

17 PCC_1 9 22 24 26 6 -3 5 20 17 15 9 -19 -2 -7 0 12 100 -8 -11 -11 17 -1 -17 11 -1 14 14 

18 PCC_2 -1 10 -28 22 -7 4 12 -7 10 -2 3 19 18 20 23 9 -8 100 -5 15 -4 5 -1 14 11 0 11 

19 PCC_3 -2 3 -1 28 4 1 -1 21 13 35 13 4 -2 21 12 7 -11 -5 100 10 16 20 8 18 -9 21 -7 

20 ING_P1 -5 -22 15 21 17 14 41 18 26 10 14 10 20 21 10 14 -11 15 10 100 17 14 25 11 -10 20 -2 

21 NG_PCG 25 49 44 52 43 15 9 -10 8 21 42 5 19 19 9 21 17 -4 16 17 100 32 35 9 20 46 -16 

22 BPOC_1 24 15 43 26 37 25 3 29 39 24 34 -11 38 27 46 28 -1 5 20 14 32 100 21 46 32 8 4 

23 BPOC_2 30 26 31 38 43 29 31 4 23 32 48 14 13 24 29 29 -17 -1 8 25 35 21 100 18 17 41 -26 

24 EXP_1 23 -3 15 24 22 13 16 8 45 18 28 0 16 17 28 11 11 14 18 11 9 46 18 100 -2 19 1 

25 EXP_2 2 5 6 16 17 10 10 7 20 2 13 -13 39 18 32 8 -1 11 -9 -10 20 32 17 -2 100 -2 -9 

26 EXP_3 45 50 34 48 47 21 17 5 9 27 50 36 11 26 7 32 14 0 21 20 46 8 41 19 -2 100 -16 

27 ING_6 -7 -19 -13 -3 -20 2 3 19 10 15 -14 8 -1 -10 -3 9 14 11 -7 -2 -16 4 -26 1 -9 -16 100 
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2. Unrotated Factor Matrix 

 SORTS FACTORS 

  1 2 3 4 5 6 7 8 

1 G_IC_1 0.5669 -0.4520 0.0270 -0.0808 0.2880 0.1163 -0.1066 -0.1294 

2 G_MA_1 0.5052 -0.5452 0.0842 -0.1315 -0.2724 0.3094 0.1470 0.2035 

3 G_MA_2 0.6245 -0.2442 -0.2328 -0.2721 0.0738 -0.2575 -0.2700 0.1400 

4 G_MA_3 0.7360 -0.0218 -0.1274 0.0090 -0.2704 0.2376 0.0950 -0.2660 

5 G_MEF_1 0.7540 -0.2415 0.0530 -0.0486 0.0956 -0.1740 -0.1580 0.0981 

6 GD_RP_1 0.4541 -0.0167 0.1421 0.0712 0.3121 -0.0794 -0.3831 -0.2294 

7 NG_IO_1 0.2556 0.5230 -0.1732 0.3007 -0.5018 -0.0910 -0.2489 -0.0673 

8 NG_IO_2 0.1525 0.5138 -0.3319 -0.1479 0.3329 -0.0585 -0.1019 0.3993 

9 NG_IO_3 0.4584 0.6127 -0.1595 -0.2013 -0.1500 -0.0041 0.0275 -0.1311 

10 NG_IO_4 0.4983 0.2789 -0.4430 -0.1010 0.0417 -0.0137 0.1711 -0.0588 

11 IM_1 0.6850 -0.1357 0.0241 0.0031 -0.0389 -0.0780 0.0986 -0.2121 

12 NG_LO_1 0.0575 -0.0675 -0.2562 0.5768 0.1914 0.2570 -0.0885 0.5131 

13 NG_LO_2 0.4796 0.3394 0.4126 -0.0622 -0.0814 -0.0255 -0.1432 -0.0260 

14 NG_CB_1 0.5092 -0.0958 0.3382 0.1968 0.4438 0.0758 -0.0090 -0.2590 

15 NG_A1 0.3904 0.4188 0.3696 -0.0270 -0.0840 0.1056 0.2141 0.4004 

16 NG_A2 0.4942 -0.0366 0.0509 0.0121 0.1331 0.2723 -0.1703 0.1668 

17 PCC_1 0.1637 -0.0334 -0.3582 -0.5749 -0.2539 0.3417 -0.1725 -0.0456 

18 PCC_2 0.0966 0.2457 0.3636 0.3579 -0.0851 0.6418 0.0492 -0.1196 

19 PCC_3 0.2404 0.1497 -0.2849 0.1406 0.2634 -0.0564 0.7070 -0.0582 

20 ING_P1 0.2959 0.3624 -0.1489 0.4847 -0.0282 -0.1841 -0.2766 -0.1806 

21 NG_PCG 0.6097 -0.2772 -0.0665 -0.0183 -0.2965 -0.0504 0.1063 0.0757 

22 BPOC_1 0.5850 0.3076 0.2293 -0.3108 0.2830 -0.1041 0.1324 0.1533 

23 BPOC_2 0.6166 -0.0319 -0.0054 0.3503 -0.1457 -0.2908 0.0045 0.1171 

24 EXP_1 0.4157 0.3126 -0.0358 -0.0896 0.1793 0.0904 0.2472 -0.2313 

25 EXP_2 0.2706 0.2036 0.5583 -0.2094 -0.2035 -0.1049 -0.0225 0.2571 

26 EXP_3 0.6402 -0.3108 -0.3048 0.3046 -0.0800 0.1399 0.0392 0.1225 

27 ING_6 -0.1341 0.3224 -0.2156 -0.1879 0.2526 0.5177 -0.2925 -0.0207 

 Eigenvalue

s 

6.1380 2.6624 1.8262 1.7577 1.4706 1.4148 1.2881 1.1899 

 % expl.Var 23 10 7 7 5 5 5 4 
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3. Factor Matrix with an X Indicating a Defining Sort 

  FACTORS 

       SORTS 1 2 3 4 5 

1 G_IC_1 0.4883 0.0825 -0.0618 -0.2154 

 

0.5959X 

2 G_MA_1 0.8195X 0.0236 0.1381 -0.3074 0.0185 

3 G_MA_2 0.4941X 0.1504 0.1006 0.0681 0.3427 

4 G_MA_3 0.6802X 0.2625 0.0730 0.2792 0.2011 

5 G_MEF_1 0.5527X -0.0421 0.2414 0.0658 0.4866 

6 GD_RP_1 0.0843 0.0228 0.0691 0.1916 0.6909X 

7 NG_IO_1 0.0976 0.0684 0.1527 0.8467X -0.1614 

8 NG_IO_2 -0.2523 0.4267 0.2700 0.1649 0.0053 

9 NG_IO_3 0.0754 0.4467 0.3533 0.4734 0.0114 

10 NG_IO_4 0.2559 0.4046 0.0381 0.2703 0.0461 

11 IM_1 0.5360X -0.0069 0.1118 0.1334 0.3606 

12 NG_LO_1 0.0967 -0.0575 -0.1218 0.0754 -0.0070 

13 NG_LO_2 0.1021 0.0321 0.5826X 0.2740 0.3011 

14 NG_CB_1 0.1438 -0.1009 0.1219 -0.0578 0.7378X 

15 NG_A1 0.1039 0.0406 0.7581X 0.0604 -0.0549 

16 NG_A2 0.3257 0.2151 0.2308 0.0103 0.3422 

17 PCC_1 0.3232 0.6738X -0.0353 -0.0372 -0.1495 

18 PCC_2 0.0184 0.0997 0.1974 0.1141 0.1105 

19 PCC_3 0.0847 0.0454 -0.0776 -0.0844 -0.0631 

20 ING_P1 -0.0295 -0.0743 -0.0393 0.7112X 0.2532 

21 NG_PCG 0.7124X -0.0513 0.1305 0.0829 0.0503 

22 BPOC_1 0.0928 0.1998 0.6226X -0.0516 0.3384 

23 BPOC_2 0.4666 -0.2950 0.1888 0.3850 0.1945 

24 EXP_1 0.0737 0.2885 0.1739 0.1030 0.2317 

25 EXP_2 0.0865 -0.1320 0.7278X 0.0100 0.0224 

26 EXP_3 0.7158X 0.0202 -0.1190 0.1543 0.1797 

27 ING_6 -0.2952 0.6601X -0.0548 0.0098 0.0935 

        % expl Var. 15 7 9 8 9 
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