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ABSTRACT 

 

As one of the biggest supporters to the pillar of food security, the novelty of palm oil industry face 

challenges to thrive with the demand for sustainability. Despite the commitment to certified 

sustainable palm oil where Malaysia and Indonesia account for 85 percent of the global palm oil 
production and permanent moratorium by their government’s forest-clearing for plantations and forest 

logging, the European Union recently passed an act to phase out palm oil from renewable fuel by 

2030 due to deforestation concerns. This has put a constraint to the firms’ in their efforts of 
sustainability initiatives as the certification progress on the growers and mills are not in pace with the 

global demand for certified sustainable palm oil. In this study, we intend to analyse on the firms’ 

strategic management approach in their sustainability initiatives in reference to certified sustainable 
palm oil in their route to achieve a sustainable palm oil industry based on case study approach. 

 

Keywords: Sustainability, Strategic management, Stakeholder theory, RSPO, Certified sustainable 
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1.  Introduction 

 
This paper aims to investigate and evaluate the firms in the palm oil industry towards sustainable 

initiative and filling this gap in the literature. Palm oil industry is one of the biggest supporters to the 

pillar of food security by ensuring the stability of the price and availability to the consumers (Goh, 
2016), yet it is still being globally debate on deforestation and its negative impact on biodiversity 

mainly in Malaysia and Indonesia which account for 85 percent (Gapki, 2018) of the global palm oil 

production. 

  
A certification system called “Roundtable Sustainable Palm Oil” (RSPO) was created to 

distinguish palm oil that is sustainably to produced (RSPO, 2018). The certification are to ensure that 

palm oil is produced sustainably, and the other is to ensure the integrity of the trade in sustainable 
palm oil (ACOP, 2018). It appears that palm oil industry is a successful example of sustainable 

development (Pye, 2018) but the fear of poor sustainability practices constitute a risk to business as 

this may threaten global palm oil demand and market (Diaz-Ambrona and Maletta, 2014). 

  
The main driver for the firms to remain with the palm oil industry and not to switch fully to 

other vegetable oil in the market is the competitive price palm oil commodity (FAS, 2019). Firms may 

have different experiences in implementation of sustainability as they may have different viewpoints 
on the roles in the implementation of their sustainable initiatives (Rayfuse and Weisfelt, 2012). In this 

digital era, the social media has surpassed the speed of sustainable initiatives by the firms. Therefore, 

firms are pressured by the western consumers and NGOs for their commitment for 100 percent 
sustainable palm oil uptake (Pirker et al., 2016) from the producer of palm oil. 

  

Due to the risks outside of their direct control in the supply chain, further added by only 19 

percent certified sustainable palm oil (Tullis, 2019) available in the market, most of the firms whom 
are members of the RSPO have largely delayed their Timebound Plans for 100 percent usage of 
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physical or any RSPO-certified sustainable palm oil (ACOP, 2018). Loh and Watson (2017) further 

added that companies having a large international footprint and global customer based in Malaysia 
and Singapore shows a significant gap in sustainable sourcing standards across Southeast Asia despite 

being in/ within the palm oil supply from Malaysia and Indonesia. 

  

The fundamental argument for this paper is the strategic and responsibilities that firms are 
undertaking within their sustainability initiatives with their stakeholders. The areas that are 

investigated are the strategic management approach, and the firms’ sustainability practices.  The scope 

of the study would be on the members of the RSPO whom are the gateway of the palm oil to the 
global market and faced challenges from the consumers as well as NGOs for the demand of certified 

sustainable palm oil (RSPO, 2018). 

 

2.  Literature Review 

 

2.1 Definition and Concept of Stakeholder Theory 

 
Stakeholder Theory has many definitions and the most widely used definition is the stakeholder 

concept that was written by Freeman (1984) which defined that stakeholder theory is a theory of 

companies’ responsibilities not only toward their shareholders or other primary stakeholders – such as 
customers and employees – but also toward their secondary stakeholders, such as environmental 

NGOs.  Clarkson (1995) further added that the significant distinction between primary and secondary 

stakeholders is that primary stakeholders are being those without whose continuing participation the 
firms cannot survive as a going concern; and secondary stakeholders are being those who influence or 

affect, who are in influenced or affected, or who are not engaged in transactions with the firm and not 

essential for its survival. For example on a going concern, as RSPO certified sustainable palm oil is on 

voluntary basis, many of the producers (primary stakeholder) delayed or reluctant to be certified as 
the certification appear to as “an unjustifiable cost” given that the price premium for certified oil is 

negligible (Corley, 2018). In addition, far from supporting the certifiable market, some of the 

manufacturers (primary stakeholder) despite being members of RSPO are advertising products as 
“palm oil free” to avoid demand pressure from environmental NGOs (secondary stakeholder). 

  

Clearly, even with several decades of elaboration, there is no one definitive set of 

stakeholders in stakeholder theory. In another view, stakeholder theory extends the focus of the firms 
beyond the traditional interest of shareholders in order to understand the needs, expectations and 

values of groups previously perceived to be external to the firms (Rodríguez et al., 2007). From the 

outset, stakeholder theory has cast itself as a practical and useful theory associated with strategy, as 
demonstrated by Boucher and Rendtorff (2016) in both the oldest and most recent publications on the 

subject. Thus, stakeholder theory can be very narrowly circumscribed or it can be quite extensive, 

depending on the specific firms’ sustainability initiative, and much else.   
 

2.1.1 Definition and Concepts of Stakeholder Specificity 

 

In a firm’s sustainability initiative, the firm’s stakeholder status can be defined as either a benefit 
provider/ receiver and/ or as a risk provider/ bearer constitutes specific responsibilities for the firm 

(Sachs and Maurer, 2009). Therefore, this stakeholder status or position implies potentially different 

responsibilities for each stakeholder and potentially for each type of stakeholder relationship or 
engagement (Yuen et al., 2017). It is not to intentionally destroy but to create organizational wealth. 

Therefore, the responsibilities to stakeholders should be designed so that risks for all stakeholders – if 

possible – are reduced and benefits are increased in accordance with their specific states (Asher et al., 
2005). Badiozaman (2012) stated that the stakeholder specificity and type of responsibilities reported 

by these firms may have also influenced the nature, intensity and quality of affective relationship or 

engagement. A variation of the nature of responsibilities is evident across cases. Instead of asking the 

firms to navigate the expanse between each stakeholder, it was argued that the firms should take on 
these responsibilities instead of relying on stakeholder feedback or complain to navigate. 
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This principle impacts the firms’ strategy within its development as well as its 

implementation, in corresponds to the sustainability initiatives to treat the firms’ strategic stakeholders 
in a responsible manner.  In justifying the relevance for the people holding these positions in the 

firms, a research by Batovrina (2016) mentioned that the respondents appealed to the specificity of 

their professional activities, the necessity to make difficult decisions, to act in an unpredictable, 

rapidly changing environment.  In addition, some respondents cited the need to ‘develop strategy for 
the entire organization’, to ‘competently manage the staff’ and to ‘optimize business processes’ as the 

arguments. 

 
2.1.2 Definition and Concept of Fair Wealth Distribution 

 

Post et al., (2002) defined stakeholders of a firm as “individuals and constituencies that contribute, 
either voluntarily or involuntarily, to its wealth-creating capacity and activities, and who are therefore 

its potential beneficiaries and/ or risk bearers”. Blair (2005) added that a central problem for strategic 

management theorists is how to structure relationships within the firms, and across the boundaries of 

the firms in ways that both create and capture wealth for distribution among the corporate 
participants; and how to distribute the wealth to provide incentives for all participants to make 

necessary specific investments. 

  
In the palm oil industry, many of the producers (primary stakeholder) expecting a price 

premium from the firms when they proceed with the RSPO certification process. Therefore, the firms 

have to structure a fair wealth distribution or the producers become a risk bearer as some of them have 
no financial capability to proceed with the RSPO certification process. 

 

Each dissemination of wealth distribution should be fair and reflect the fractions. Boucher and 

Rendtorff (2016) mentioned that this principle considers not only financial but as well as intellectual 
contributions of stakeholders and corresponds to distributive justice. Sachs and Maurer (2009) stated 

that wealth distribution resulted from developing profound knowledge, understanding the needs of 

stakeholders, sharing knowledge with the stakeholders, tracking performance and reducing errors, and 
creating systems that reinforced organizational excellence. 

 

3. Data and Method 
 
This study is solely based on available data, research literature and palm oil industry market reports at 

various mediums and publications from the organization websites such as RSPO, Scopus, Jstor, 

Springer, Proquest and Science Direct which to be as up to date and relevant as is possible. Literature 
searching and reviewing were used as the methodology where discussion/ debates of sustainability 

initiative and corporate stakeholder responsibility were reviewed during the process of writing.  The 

objective of this study is to determine the sustainability initiative conducted by the firms who are 
members of RSPO in relation with corporate stakeholder responsibilities.  In order to accomplished 

the objectives, explanatory case study is used as an essential methodology to sought to explain the 

presumed casual links in real-life interventions that are too complex for survey or experimental 

strategies (Hancock and Algozzine, 2006). In evaluation language, the explanations would link 
program implementation with program effect (Yin, 2018). The authors limit the search in this paper 

on case studies, field studies and survey (empirical papers) excluding theoretical papers (non-

empirical) keywords of initiative, stakeholder and strategic management are the focus of the authors 
as these are the common to describe firms’ approach in sustainability initiative. 

 

4. Results 
 

Based on the reviewed past studies, the researcher found out that only few past studies had examined 

the strategic management approach on their corporate responsibility on the firms’ sustainability 

initiative. Rodríguez et al., (2007) mentioned that despite the growing attention given to these issues, 
there has been little research on how to integrate the interests of all the different stakeholders into the 
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corporation’s decision-making and management processes and on the effects of adherence to these 

practices. 
  

The past studies are mainly on corporate responsibility which examine the corporate ethic or 

strategic purposes with the aim to increase long-term profits and shareholder trust to reduce business 

and legal risks through corporate action responsibility. Sachs and Maurer, (2009) examined similar 
dimension of firms’ strategic management approach and revealed that the traditional conception of the 

firms’ strategic management approach does not reflect the firms’ responsibilities that are necessary to 

map the reality of business practice to manage the challenges implied in sustainability. 
  

Similarly, finding by Boucher and  Rendtorff, (2016) is consistent with Sachs and Maurer 

(2009) whereby revealed that the strategic management approach by the firms’ responsibility 
significantly linkage on regeneration of strategy by means of the positive and normative actualization 

in terms of responsibilities and operational approaches. 

  

But despite the important theoretical debate about stakeholder responsibilities, there has been 
little empirical research on the benefits to the firms. Although several researchers have suggested that 

the satisfaction of multiple stakeholder needs contributes to firms responsibilities (Yuen et al., 2017), 

few studies have attempted to quantify organizational attitudes and behaviour towards stakeholders. 
 

5. Conclusion 
 
In conclusion, the fear of poor sustainability practices of the firms’ stakeholders has an impact to the 

firms’ sustainability initiative due to the risk outside their direct control. The result of the impact is 

shown in the 2018 of the annual communication of progress report where members of the RSPO have 

largely delayed their timebound towards 100 percent RSPO-certified sustainable palm oil. This is 
mainly due to many of the firms’ primary stakeholders delayed or reluctant to be certified due to the 

“an unjustifiable cost” of RSPO-certified process. 

 
From the findings, the firms need to understand the needs, expectations and values of the 

stakeholders and to design their stakeholders’ responsibilities to address each stakeholder. This is to 

reduce the risks and increase the benefits to both parties. This stakeholder responsibilities have to 

include. Fair wealth distribution in order to support the producer in their RSPO-certified process. 
 

Hence, it is suggested that the firms to regenerate the strategic management approach to 

support their sustainability initiative with each stakeholder to manage the challenges and sustain the 
palm oil industry. 
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