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EXECUTIVE SUMMARY 
 

Since Golden Agri Resources (GAR) extended the scope of its social and environmental policy 
to cover its entire value chain in 2014, it has embarked on a journey to help its supply chain 
adopt sustainable palm oil practices that are aligned with the policy. As part of this effort, 
GAR began a schedule of deep engagement with a cross section of suppliers in their Belawan 
supply shed. The engagement involves site visits with an aim to better understand suppliers’ 
operations and sustainable practices. GAR, in partnership with TFT (The Forest Trust), 
applied a set of criteria during each site visit to collect information and measure the 
sustainability performance of suppliers against the four pillars of the GAR Social and 
Environmental Policy (GSEP):  

1. Environmental Management 
 No development of and the conservation of High Carbon Stock forests 
 No development of and the conservation of High Conservation Value area 
 No development of and the conservation of peatlands of any depth 
 No burning for new planting, re-planting or other development 
 Continuous yield improvement to reduce pressure on new land development 

without intensification of the use of chemical pesticides and fertilisers 
 Report and reduce greenhouse gas emission 
 Improve waste management 

2. Social and Community Engagement 
 Respecting the right to free, prior, and informed consent for indigenous 

peoples and local communities and recognizing the need for food security in 
new developments  

 Positive economic, social and community development. 
3. Work Environment and Industrial Relations 

 Recognising, respecting and strengthening the rights of workers 
4. Marketplace and Supply Chain 

 Traceable & Transparent supply chains 
 Support to suppliers 
 Due diligence and grievance procedures 
 Compliance with all relevant national laws and international certifications 

principles and criteria 

With all suppliers visited, challenges were found across all criteria employed for suppliers’ 
sustainability performance during the site assessment. In particular, it was found that 
suppliers and their FFB supply base had significant gaps in their sustainability practices 
related to minimising environmental impacts, no development of and the conservation of 
HCV and HCS areas; legal compliance, traceability, transparency, and respecting workers’ 
rights.    
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Deeper analysis of suppliers’ operations revealed two underlying reasons behind their 
difficulties in embedding sustainability into their business practices:  

1. A lack of understanding of the value of sustainability leading to lack of or insufficient 
sustainability policies and procedures and; 

2. Limited organisational support. 

GAR’s aim is thus to develop a better understanding and appreciation of how sustainability is 
an essential pre-requisite of any supplier and to empower them to address the issues 
uncovered and help transform the supply chain. Broad (multiple supplier groups) and deep 
(individual supplier) engagement initiatives will be rolled out by GAR across their supply 
base: supplier gatherings; toolkits & templates; training & coaching; and engagements with a 
wider stakeholder audience (including beyond the palm oil industry). 

Information presented in this report is meant to encourage discussions with stakeholders to 
find collaborative solutions that will catalyse the transformation journey across a complex 
supply chain composed of growers, mill owners and smallholder farmers. Whilst the 
transformation journey is complex, its targets clear: a resilient and sustainable supply chain 
delinked from deforestation that supports the wellbeing of workers and communities. 
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1. INTRODUCTION 
In 2015, Golden Agri Resources (GAR) rolled out a transformation plan focusing on GAR 
refineries to support its suppliers to adopt sustainable practices in compliance with the GAR 
Social and Environmental Policy (GSEP).  This transformation plan, known as the Aggregator 
Refinery Transformation (ART) plan, provides a framework to allow refiners, millers and 
growers to collaborate in overcoming industry-wide challenges and changing common 
practices to deliver responsible palm oil products to producers, retailers and end customers 
(See Exhibit 1).   

Site visits to suppliers play a critical role in supporting the transformation journey for GAR 
and its suppliers. They contribute towards building a true picture of the issues prevalent in 
palm oil supply chains and identifying opportunities for transformation and continuous 
improvement.  

Exhibit 1.  Process flow of Aggregator Refinery Transformation (ART) 

 

Achieving such transformation across hundreds of palm oil mills and their FFB sources is a 
significant challenge. ART provides the framework, using a structured sampling approach, to 
tackle this.  

The ART strategy was first implemented across GAR’s Belawan Refinery’s supply shed and 
will be rolled out to all of GAR’s Indonesian downstream facilities. Through the Mill 
Prioritization Process (MPP), GAR initially identified 16 priority third party mills supplying to 
Belawan. Further considerations, such as geographical representation and commercial 
relationships, narrowed down the selection to 12.  These 12 suppliers represent a true 
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sample of all the mills that supply Belawan. Through these site visits, GAR collected data and 
information which highlighted the challenges faced by suppliers in fulfilling the requirements 
of the GSEP. GAR also used this opportunity to establish an open dialogue with its suppliers 
to find practical solutions to improve suppliers’ business practices that are aligned with the 
GSEP.  

This report compiles all the findings from the 12 completed site assessments, with the aim of 
uncovering overarching themes in challenges faced by suppliers. It then sets out a number 
of recommendations on how they can be addressed to catalyse transformation across 
Belawan’s entire supply shed. 

 

2. METHODOLOGY 
 

The following section outlines the methodology used to develop an overview of issues 
suppliers face in fulfilling the requirements set forth in the GSEP.  

Firstly, a prioritisation process was carried out across the 165 mills supplying GAR’s Belawan 
refinery, to select a representative sample to visit. The prioritisation process analysed both 
spatial and non-spatial factors in relation to each mill. Spatial factors include: legal status, 
biodiversity value, presence of peat and forest disturbance/loss within a mill’s likely 
catchment area. The non-spatial elements in the MPP are the mill’s own policies, RSPO and 
ISPO certification status, supplying volume to the refinery and publicly reported information 
(PRI) such as NGO and media reports. This method helps gauge potential environmental and 
social risks associated with the mill and its supply base (estates and smallholders). 

Suppliers visited were then evaluated against criteria aligned to the principles set forth in the 
GAR Social and Environmental Policy: 

 
1) Environmental Management  

 
GAR’s Policy Objective:  
 

 There is a documented and publicly available policy stating that High Carbon 
Stock (HCS), High Conservation Value (HCV) and peat areas shall not be cleared; 
and there is evidence of it being implemented in suppliers’ operations 

 The supplier has maps of sites they are considering for new plantations, or are in 
the process of developing (e.g. purchasing, clearing, negotiating for land release, 
etc.) showing clearly the identified HCS, HCV, and peat areas and the patches to 
be conserved. 

 The supplier has a peat land management plan implemented in existing 
plantations for minimising the negative impact of plantations that are adjacent to 
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protected peat land, e.g.: water level / water table monitoring, monitoring of land 
subsidence levels, and water gate control (following legal thresholds). 

 Environmental impact management is conducted by suppliers in a manner to 
avoid, reduce and minimise negative environmental impacts such as GHG 
(greenhouse gas) and pollutant emissions, fire, wildlife disturbance, biodiversity 
loss, water and soil pollution, soil degradation, and use of hazardous pesticides. 

 
2) Social and community engagement 

 
GAR’s Policy Objective: 
 

 Respecting the right to free, prior, and informed consent for indigenous 
peoples and local communities and recognizing the need for food security 
in new developments 

 There is no evidence of any violation of the Universal Declaration of 
Human Rights towards workers, contractors, indigenous people, local 
communities or anyone affected by the Company's operations. 

 Positive economic, social and community development 
 A conflict management and grievance handling system is in place for local 

stakeholders to raise grievances to third party suppliers 
 

3) Work Environment and Industrial Relations 
 
GAR’s Policy Objective: 

 There is no evidence of any violation of the Universal Declaration of 
Human Rights towards workers or contractors 

 There is no breach to national laws and local regulations related to labour 
and human rights 

 There is no evidence showing the supplier (including contractors) uses or 
promotes the use of child, forced or bonded labour, including human 
trafficking. 

 An internal grievance mechanism accessible for workers to lodge 
complaints to the company 
 

 
 

4) Marketplace and supply chains 

GAR’s Policy Objective:  

 Understanding of the supplier’s supply chain. The supplier is aware of its FFB 
sources and has traceability systems in place. 

 Support to suppliers & ensure that smallholders are treated fairly in the 
supply chain and are supported to comply with GAR’s sustainability policy  
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 Legal Compliance whereby suppliers have all legally required documents 
(licenses, permits, land titles, certification, and any other available and 
relevant evidence) and has a system in place to ensure it meets all local and 
national regulations and laws. 

The role of site assessments in transforming GAR’s supply chain 

First-hand observation in the field is essential to build a true picture of the issues prevalent 
in palm oil supply chains and to verify findings gathered from secondary sources.  

Site visits are designed to act not as an audit but as a collaborative exploration of how nodes 
in a supply chain operate and interact with each other, and the emphasis is on open 
discussion with suppliers and on finding practical solutions to achieve compliance with GSEP.  

More broadly, the collective findings of all assessments for a particular refinery are collated 
and analysed to uncover common issues across the supply shed and wider landscape. This 
data, combined with any other available intelligence, is presented in this report so that a 
broad transformation strategy can be developed by GAR to spread GSEP compliance across 
all suppliers in the supply shed – and beyond, through collaboration at the landscape level 
with other industry actors (See Exhibit 2). 

Exhibit 2. Overview of GAR’s Transformation Strategy 
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GAR will seek to implement this strategy, in partnership with its Belawan suppliers, through 
direct support and guidance to tackle issues identified through site visits that are common 
across the supply shed. This broad engagement will also be complemented with follow up 
‘deep engagement’ activities for the suppliers already visited.  

 

3. SUPPLY CHAIN OVERVIEW OF FINDINGS 
 

This section provides a summary of the findings collated across the 12 site visits completed 
for GAR’s Belawan refinery. Findings for each entity visited are also presented and have been 
clustered according to the following set of critieria aligned with the GSEP: legal compliance, 
No deforestation of high conservation forests, high carbon stock, peat; environmental 
management, Social and community, respecting workers rights, marketplace & supply chain, 

Belawan’s supply shed is composed of third party suppliers that are predominantly located 
in Sumatra. Through the prioritisation process, suppliers selected for a site visit were located 
in either Aceh or North Sumatra (Exhibit 3). A site visit was carried out in West Kalimantan to 
provide geographical representation of the region within Belawan’s supply chain. 

 

Exhibit 3. A majority of suppliers visited were either based in Aceh or North Sumatra. 
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The 12 site visits each included engagement with mills and FFB suppliers and comprised: 12 
mills, 13 estates and 24 smallholders. All entities visited make up a complex supply chain of 
vertically integrated and independent suppliers that feed FFB into Belawan (See exhibit 4). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A breakdown of the types of entities visited based on mill, estate and smallholder is 
captured in Exhibit 5. The majority of mills visited were independent and not affiliated with a 
large parent company. Visits that were carried out at estates were often integrated with the 
mill and 70 percent of smallholders/small growers visited had a concession area below 25 
hectares.   

Exhibit 5. Profile types of entities 

 

 

 

 

 
 

 

 

Exhibit 4. Addressing sustainability across GAR Belawan’s complex supply chain  
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For all entities visited, challenges were found across all criteria assessed, but it was found 
they had most difficulty in aspects related to environmental management, protection of HCV 
areas, legal compliance, traceability, transparency, and respecting workers’ rights (See Figure 
1). 

In general, suppliers visited had fulfilled a majority of legal requirements related to 
establishing their companies and operations, as well as environmental and labour 
regulations. These findings were found with independent suppliers as well as those affiliated 
with large parent companies.  Whilst suppliers had met legal requirements, a majority of 
suppliers had yet to establish systems that would allow them to monitor their legal 
compliance.  

Suppliers demonstrated strong performance in not employing fire in land preparation for 
new planting, re-plantings or any other development. Although suppliers also demonstrated 
a commitment not to employ burning practices, at least half of them still require support to 
improve fire prevention and suppression resources to adequately protect their operational 
areas. Smallholders in particular, need considerable support through empowerment and 
education in order to move away from slash-and-burn practices to clear their land. 

A majority of suppliers had implemented practices that respect human rights and guard 
against exploitation of workers such as prohibiting child labour and forced labour, 
respecting labour rights and achieving positive economic, social and community 
development. To improve on this, suppliers should institutionalise their commitments to 
respect human and labour rights by developing written policy commitments and standard 
operating procedures. Suppliers should also carry out social impact assessments to ensure 
that tenurial rights are not being contravened and the operations are there with the support 
of the local communities. This would also allow them to strengthen their CSR programs as a 
majority of their CSR programs already focus on fulfilling charity requests from surrounding 
communities.   

To deliver the promise of support to suppliers & ensure that smallholders are treated fairly 
in the supply chain and are supported to comply with GAR’s sustainability policy, significant 
focus is needed on ensuring that suppliers including smallholders are aware of the GSEP and 
its requirements for FFB suppliers to adopt sustainable palm oil practices. A positive finding 
was that many of the suppliers visited demonstrated strong commitment to include 
smallholders in their supply chains and provide them with fair and transparent prices. 
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As traceability is a relatively new concept for FFB supply chains, a majority of mills visited 
had not yet implemented management systems to trace the origin of their FFB. Across those 
visited, many had only collected information about their FFB dealers.  

  

Photo 1. GAR suppliers having Inclusive discussions with smallholders 
to include smallholder scheme into supply chain 
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Figure 1. Areas of Challenge by entity. 



 

Findings at Palm Oil Mills
Site visits carried out to 12 palm oil mills identified 
suppliers from meeting the requirements 
mills: legal compliance, environmental management, social 
marketplace and supply chain (See figure 2). 

 

 
 

 

Legal compliance: Although palm oil entities had 
their company and operational 
compliance was identified as the second most common issue found at palm oil mills. 

This was mainly due to the fact 
management systems to ensure they meet all local and national regulations and 
Figure 3). Another key finding was
hazardous waste storage permits, 
agreements, and Indonesian Sustainable Palm Oil (ISPO) certification.  Issues and 
recommendations for palm oil entities to improve their legal 
table 1. 

 

  

Figure 2. Challenges in Palm Oil 

Findings at Palm Oil Mills 
Site visits carried out to 12 palm oil mills identified significant challenges 

requirements of the GSEP, as it relates specifically to 
compliance, environmental management, social & community development, 

(See figure 2).  
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Environmental Management: Across all palm oil mills surveyed, a majority had secured 
their environmental documentation and carried out management and monitoring plans 
based on their legal environmental documentation. 

As illustrated in figure 2, palm oil mills were significantly challenged in their environmental 
impact management. Across all palm oil entities surveyed, it was found that efforts to 
minimize environmental impact had not been implemented optimally. Some mills had 
chemical materials stored with other materials, as demonstrated in photo 2. Burning of 
empty fruit bunches was also found (See photo 3).   Whilst a majority of palm oil entities had 
developed procedures for their chemical and waste management, field implementation 
related to waste and chemical management had not been done in an environmental or 
socially responsible manner.  A summary of issues identified across palm oil entities related 
to their environmental impact management is captured in table 1.  

 

 

 

 

 

 

 

 

 

 

Figure 3. A majority of palm oil mil entities were non compliant in fullfiling local 
regulations. 

Photo 2. Storage of chemicals mixed 
with other materials 

Photo 3. Burning of empty fruit 
bunches 
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Social and Community Engagement; Recognizing, respecting and strengthening the 
rights of workers: Practices to strengthen the rights of workers have not yet been fully 
adopted at the palm oil mill level. The biggest challenges were in the following areas: 
management systems to manage social issues (such as the land rights claims of local 
communities); commitments on workers’ rights; lack of policies relating to forced or bonded 
labour; lack of policies addressing harassment and abuse; poor or lack of management 
systems to protect workers Occupational Health and Safety (photo 4); and lack of 
mechanisms to handle conflicts with external stakeholders and workers’ grievances. 

 

 

 

 

 

 

 

 

 

 

Marketplace and supply chain: Palm oil mills were found to be most challenged in making 
available documentation, records and policies related to stakeholder consultations. Another 
challenge they face is related to supporting their FFB suppliers in implementing sustainable 
practices (see Figure 4). 

 

 

 

 

 

 

 

 

 

 

 

Figure 4. Challenges in marketplace and supply chain 

Photo 4. Workers not wearing suitable personal protective equipment 
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Traceability was the one aspect that suppliers performed best against, however palm oil mill 
entities generally could not provide a full picture of the origin of their FFB. Procedures 
related to traceability had not yet been fully developed, which would enable palm oil mills to 
collect information on the exact location and land use history of their suppliers. A full list of 
issues and recommendations for palm oil mills to strengthen their traceability performance 
is provided in table 1. 



 

Principle  Issues  Recommendations 

Legal Compliance  Not all operational permits or licences are secured. 
 Lack of documented procedures to identify and 

monitor validity of licences and legal developments 
and also its implementation 

 An anti-corruption policy has not yet been 
developed 

 No relevant PIC to monitor legal requirements 
 Not yet secured ISPO certification which is legally 

required 

 Develop procedures, as well as identify and 
evaluate legal requirements related to plantation, 
environment, labour, health and safety, forestry, 
land ownership, and agrarian matters  

 Secure licences and permits 
 Appoint legal PIC to monitor legal requirements 
 Develop anti-corruption policy 
 Register and secure ISPO certification 

   
Environmental 
Impacts 
Management 

 Not all operational activities are identified as part 
of the mill’s environmental impacts 

 Not yet fully implemented environmental 
monitoring and management based on their 
environmental documentation  

 Not yet developed procedures to minimize 
environmental impacts, handling of waste and 
chemical usage. 

 Lack of socialisation on procedure to staff 
 Waste management practices in the field not 

implemented optimally and not aligned with local 
regulations 

 Identify all environmental impacts generated from 
operational activities.  

 Implement environmental monitoring and 
management according to legal environmental 
documentation  

 Appoint dedicated PIC for environmental 
management 

 Collaborate with experts and participate in 
environmental impact management (waste and 
chemical management) training. 

 Develop procedures for waste and chemical 
management that is aligned with local and 
national regulations 

 Socialize procedures with staff 
 
 
 

Table 1. Summary of issues and potential recommendations for Palm Oil Mill Entities 
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Principle  Issues  Recommendations 

Social and 
Community 
Engagement; 
Recognizing,  
respecting and 
strengthening the 
rights of workers  
 

 No integrated policy on no exploitation of people 
and local communities 

 No social impact study, strategic plans, and 
monitoring of impacts 

 OHS systems are not yet fully adequate or 
developed 

 No OHS socialisation to workers 
 No relevant PICS 
 Workers not yet provided with written contracts 
 Workers are at more risk of working excessive 

overtime hours with mills employing two shift 
systems 

 Lack of procedures on grievance and conflict 
handling 

 Lack of policies and procedures on sexual 
harassment and abuse 

 

 Carry out social impact assessments, including 
implementing management plans to minimize 
social impacts 

 Develop, implement, and socialize policy 
commitment declaring recognition for human 
rights as well as respect for workers rights 

 Provide written contracts for all workers and all 
parties fully understand and reach an agreement 

 Engage with relevant experts related to legal 
maximum working hours. 

 Develop, implement, and socialize policy 
commitment to prevent and remediate 
harassment and abuse, including sexual 
harassment and abuse. 

 Set up a gender committee to implement policy 
on no tolerance for harassment and abuse 

 Establish a health and safety management 
system and a dedicated PIC 

 Engage with experts to facilitate health and 
safety training 

 Develop relevant grievance mechanism 
procedure to allow workers and external parties 
to lodge in grievances and allow the company to 
respond 

 Appoint dedicated PICs to manage grievances 
(internal and external) 

 Develop conflict handling procedures and 
appoint dedicated PIC. 
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Principle  Issues  Recommendations 

Table 1. Summary of issues and potential recommendations for Palm Oil Mill Entities (Continued)  

Table 1. Summary of issues and potential recommendations for Palm Oil Mill Entities (Continued)  
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Marketplace & 
Supply Chain 

 No policy nor resources provided for FFB 
suppliers to adopt responsible and sustainable 
production processes, including dedicated PIC 

 No long term management plan 
 Limited transparency 
 Lack of traceability procedures to capture full 

supply chain map of the mill’s FFB sources to the 
refinery 

 No documented suppliers list that captures 
information related to the type of supplier, name 
of estate, entity name of supplier, address, 
concession size, volume supply, coordinates, 
concession map, legal status and soil type of 
concession  

 Develop a work plan program for FFB suppliers to 
adopt sustainable production process and 
appoint dedicated PIC 

 Engage with experts to build capacity for FFB 
suppliers on sustainable production processes.  

 Develop a business or management plan 
(minimum three years) outlining support and 
guidance for smallholders 

 Develop policy commitment towards 
transparency and sharing relevant information 
when requested by stakeholders 

 Develop a traceability procedure that captures 
information on the following FFB data: name, 
address, coordinates (boundary data for estates 
and single point for smallholders), land area, 
estimated potential yields, and legal status. 
Procedure should also include verification of 
location of FFB origin.  

 Develop a fully supply chain map of the mill’s FFB 
sources to the refinery. 

   



Findings at Palm Oil Estates
Assessments carried out across 13 estates revealed that challenges were significant in areas 
related to legal compliance, no development of and the conservation of High conservation 
value forests, high Carbon Stock forests, and peatlands of any depth; 
management; social & community engagement, protection of 
place and supply chain (Figure 5). 

 

 

 

 

Legal compliance: Estates vertically integrated with palm oil mills had 
of legal requirements in establishing their company and operational activities, as well as 
environmental and labour regulations. Independent estates, however, were generally found 
to have more gaps in their legal requirements. 

A majority of estates visited had not yet established a management system to ensure they 
meet all local and national regulations and laws. Several estates were also found to have not 
yet secured temporary hazardous waste storage permits, 
licences, collective labour agreements, and ISPO certification.

Some concession areas visited were located in areas designated as unsuitable for palm 
according to regional spatial plans. As such, estates must be able to prove their legal right 
backed up by documentation that shows they are allowed to operate in such areas. 

Figure 5. Palm Oil Estates most challenged in the promotion of 
chain.  

Findings at Palm Oil Estates 
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Figure 5. Palm Oil Estates most challenged in the promotion of market place and supply 
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all fulfilled a majority 
of legal requirements in establishing their company and operational activities, as well as 
environmental and labour regulations. Independent estates, however, were generally found 

tates visited had not yet established a management system to ensure they 
meet all local and national regulations and laws. Several estates were also found to have not 

health and safety 

Some concession areas visited were located in areas designated as unsuitable for palm oil, 
to regional spatial plans. As such, estates must be able to prove their legal right 

up by documentation that shows they are allowed to operate in such areas.  

market place and supply 
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Further issues and recommendations for estates to address on legal compliance are 
captured in table 2.  

No development, and the conservation, of High conservation value forests, High 
Carbon Stock forests, and peatlands of any depth: Protecting high conservation areas 
was also a challenge for estates. Most estates had yet to demonstrate practices that 
contributed to the protection of sensitive ecosystems, which include High Carbon Stock 
(HCS) forests, forests with additional critical environmental and social values, i.e. High 
Conservation Value (HCV) and peatlands. Some estates were found to have potential HCV 
areas such as river banks and steep slopes (Photo 5 & 6).  Protecting such ecosystems 
require estates to first identify such areas, develop management plans to protect them and 
carry out monitoring to ensure they are protected and aligned to the estates’ commitments.  

 

 

 

 

 

 

 

 

 

 

 

Site visits across 13 estates revealed practices on the ground lacked consideration of HCV 
area management, and most estates had yet to carry out HCV assessments and take steps 
to protect potential HCS areas in their concessions (See Figure 6). Some estates were found 
to have potential HCS forests located in their concessions and yet most of those visited were 
not familiar with HCS concepts (Photo 7 & 8). 

 

 

 

 

 

 

Photo 5. Estates with river banks requiring 
proper HCV management 

Photo 6. Estates with steep slopes requiring 
proper HCV management 



24 

 

 

 

 

 

 

Of the 13 estates visited, two were found to be located on peatland and had implemented 
best management practices. Whilst many of the estates were not located on peatland, it is 
still recommended that all estates carry out HCV assessment to better understand other 
potential HCV criteria that could be present in their concession areas. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Figure 6. Estates had yet to develop robust HCV management practices 

Photo 7 & 8. Potential HCS identified at some estates visited 



25 

 

Environmental Management: Similar to the palm oil mills visited, estates integrated with 
mills had secured their environmental legal documentation and implemented 
environmental management and monitoring plans based on their legal obligations. A 
majority of estates had established procedures for their chemical and waste management, 
although field practices were not yet implemented in an environmental and socially 
responsible manner (See Figure 7).  

Figure 7. Estates shared similar challenges found at palm oil mills in regards to 
managing their environmental impacts. 

 

 

 

 

 

 

 

 

 

 

 

 

Practices such as burning domestic waste (Photo 9) and poor regard for hazardous 
chemical storage (Photo 10) were found at some estates visited. However, there were 
some estates employing sound practices, and thus demonstrating that it is possible to 
meet these obligations.  

 

 

 

 

 

 

 

 

Photo 9. Burning of domestic waste 
carried out an estate 

 

Photo 10. Hazardous chemicals not 
properly stored 
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Whilst a majority of estates had prohibited the use of fire for land clearing, not all estates 
had institutionalised the commitment through a policy. Estates had also not yet developed 
procedures for fire suppression and prevention, established fire response teams, 
facilitated fire training for relevant staff, provided adequate equipment nor developed 
protocols for reporting fire occurrences to relevant government agencies. 

Paraquat was found to be widely used across many of the estates visited (Photo 11). 
Estates had no policy commitments prohibiting the use of hazardous pesticides, 
categorized as World Health Organisation Class 1A or 1B, or listed in the Stockholm and 
Rotterdam Conventions. A proposed list of recommendations for estates to better manage 
their environmental impacts is outlined in table 2. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Social and Community engagement; Recognizing, respecting and strengthening the 
rights of workers: In respect of social issues, a majority of estates had not yet carried out 
any social impact assessments of their operations. However, a number of estates had 
implemented corporate social responsibility programmes to manage their social impacts. 
Although estates had demonstrated practices that respect human rights, they had not yet 
developed written policy commitments to enshrine respect for human and workers’ rights. 
Hence, initiatives related to protection of workers Occupational Health and Safety were 
found to not be implemented optimally.  

Photo 11. Use of Gramaxone which contains 
paraquat widely used at estates visited. 
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As demonstrated in photo 12, some workers were not provided with adequate personal 
protective equipment. Furthermore, estates had not fully developed occupational 
management systems, provided adequate facilities and resources to ensure workers’ 
health and wellbeing were adequately protected.  Other prominent issues faced by estates 
included failure to implement mechanisms to handle grievances and conflicts. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Recommendations for estates to improve performance against social and community 
engagement as well as protecting workers rights are outlined in Table 2. 

Market place and Supply chain: Similar to findings at palm oil mills, a majority of estates 
had not yet adopted transparent practices where policies are publicly available for 
consultation with relevant stakeholders.  

 

 

 

 

 

Photo 12. Workers not provided with adequate 
protective equipment 



 

 

 

Principle  Issues  Recommendations 

Legal Compliance  Not all operational permits or licences are 
secured 

 Lack of documented procedures to identify and 
monitor validity of licences and legal 
developments and also its implementation 

 An anti-corruption policy has not yet been 
developed 

 No relevant PIC to monitor legal requirements 
 Not yet secured ISPO certification which is legally 

required 
 Not all estates are located in designated areas for 

palm oil development based on regional spatial 
plans 

 Develop procedures, as well as identify and 
evaluate legal requirements related to plantation 
environment, labour, health and safety, forestry, 
land ownership and agrarian matters 

 Secure licences and permits 
 Appoint legal PIC to monitor legal developments 
 Develop anti-corruption policy 
 Register and secure ISPO certification  
 Ensure concession areas are aligned with 

regional spatial plans for palm oil development 

   
No Development of 
and the 
conservation of High 
Conservation value 
forests, high Carbon 
stock forests, and 
peatlands (of any 
depth) 

 Not yet established policy to protect HCV, HCS, 
and peat regardless of depth 

 HCV and HCS assessments have not yet been 
implemented which also includes development of 
management and monitoring plans over these 
areas. 

 Best management practices on peat have not yet 
been adopted 

 For new plantation development, estate 
companies have not carried out identification, 
management, and monitoring of HCV, HCS and 
peatland areas 

 Develop a policy to protect HCV, HCS, and peat 
regardless of depth, including rolling out 
implementation plan and socialising policy across 
relevant stakeholders 

 Carry out identification, management and 
monitoring of high conservation value values. 

 Carry out best management practices on 
peatland as well as monitoring over areas 
already planted with peat. 

 Ensure proper HCV, HCS assessments are carried 
out prior to any new development. 

Table 2. Summary of issues and potential recommendations for Palm Oil Estate Entities 



29 

 

 

 

 

 

   

Principle  Issues  Recommendations 

Environmental 
Impacts 
Management 

 Not all operational activities are identified as part 
of the estate’s environmental impacts 

 Not yet fully implemented environmental  
monitoring and management based on their 
environmental documentation  

 Not yet developed procedures to minimize 
environmental impacts, handling of waste 
(hazardous, organic, non organic, domestic) and 
chemical usage. 

 Lack of socialisation on chemical and waste 
management procedures to staff 

 Lack of policy to prohibit the use of pesticides 
categorized as Whorl Health Organisation Class 
1A or 1B, listed by the Stockholm or Rotterdam 
Conventions, except in specific and urgent 
situations. Estate has not yet prohibited the use 
of paraquat 

 Identify all environmental impacts generated 
from operational activities. 

 Implement environmental monitoring and 
management according to legal environmental 
documentation  

 Appoint dedicated PIC for environmental 
management 

 Collaborate with experts and participate in 
environmental impact management training 
(Waste and chemical management) 

 Develop procedures for waste and chemical 
management that is aligned with local and 
national regulations 

 Socialize chemical and waste management 
procedures with staff 

 Develop policy that prohibits the use of 
pesticides categorized as World Health 
Organisation Class 1A or 1B, listed by the 
Stockholm or Rotterdam Conventions, except in 
specific and urgent situations. The company 
prohibits the use of paraquat. 

   

Table 2. Summary of issues and potential recommendations for Palm Oil Estate Entities (Continued) 
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Table 2. Summary of issues and potential recommendations for Palm Oil Estate Entities (Continued) 
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Principle  Issues  Recommendations 

Social and 
Community 
Engagement; 
Recognizing,  
respecting and 
strengthening the 
rights of workers  
 

 No integrated policy on no exploitation of people 
and local communities 

 No social impact study, strategic management 
and monitoring over social impacts 

 OHS systems, facilities, and socialisation of 
procedures are not yet fully adequate or 
established 

 No relevant PIC to oversee OHS 
 Workers in particular day labourers are not yet 

provided with written contracts 
 Workers have not been fully explained on content 

of contracts and have not been provided with 
copies of their contract 

 Lack of procedures on grievance and conflict 
handling 

 Lack of policies and procedures on sexual 
harassment and abuse 

 Not established FPIC procedures 

 Carry out social impact assessments, including 
implementing management plans to minimize 
social impacts 

 Develop, implement, and socialize policy 
commitment declaring recognition for human 
rights as well as respect for workers rights 

 Provide written contracts for all workers which is 
fully understood and agreed by all parties. 

 Develop, implement, and socialize policy 
commitment to prevent and remediate 
harassment and abuse, including sexual 
harassment and abuse 

 Set up a gender committee to implement no 
tolerance for harassment and abuse 

 Establish a health and safety management 
systems and a dedicated PIC 

 Engage with experts to facilitate health and safety 
training 

 Develop policy and relevant procedures for FPIC 
 Develop relevant grievance mechanism 

procedure to allow workers and external parties 
to lodge in grievances and allow the company to 
respond.  

 Appoint dedicated PICs to manage grievances 
(internal and external) 

 Develop conflict handling procedures and 
appoint dedicated PIC 
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Principle  Issues  Recommendations 

Marketplace & 
Supply Chain 

 No long term management plan  
 Limited transparency 

 Develop a business or management plan 
(minimum three years) outlining support and 
guidance for smallholders 

 Develop policy commitment towards 
transparency and sharing relevant information 
when requested by stakeholders. 

   

Table 2. Summary of issues and potential recommendations for Palm Oil Estate Entities (Continued) 



Findings for Smallholders
Across the 24 smallholders assessed, many had significant shortcomings in protecting high 
conservation value areas, high carbon stock forests
requirements and ensuring their practices were not contributing to environmental 
degradation (see Figure 7).  

 

 

 

 

Legal compliance: When smallholders were 
of smallholder entities had either failed to meet the criteria of securing 
to operate (licences, permits, land titles, etc)

Few smallholder farmers have formal land ownership or land use rights over their 
plantation areas. In lieu of owning a certificate of land ownership (
many smallholder farmers either held a Surat
ownership issued by the Village Head, or a compensation letter (Surat
Rugi/ SKGR) issued by the sub
land title under local regulations.

No development of and the conservation of High conservation value forests, high 
Carbon Stock forests, and peat lands
adopting practices to protect conservation areas 
identity potential HCV areas and not implementing practices that contribute to the 

Figure  7. Smallholders were most challenged in protection of HCV,HCS,peatland;  legal compliance, 
and environmental management. 

Findings for Smallholders 
assessed, many had significant shortcomings in protecting high 

, high carbon stock forests and peatlands; fulfilling
requirements and ensuring their practices were not contributing to environmental 

smallholders were surveyed on their legal compliance, 79 
smallholder entities had either failed to meet the criteria of securing their full 

(licences, permits, land titles, etc). 

Few smallholder farmers have formal land ownership or land use rights over their 
owning a certificate of land ownership (Sertifikat 

many smallholder farmers either held a Surat Keterangan Tanah (SKT), which is a letter of 
ownership issued by the Village Head, or a compensation letter (Surat
Rugi/ SKGR) issued by the sub-district head. SKT and SKGR are often not accepted as formal 

local regulations. 

No development of and the conservation of High conservation value forests, high 
peat lands of any depth): Dominant issues for smallholders in 

adopting practices to protect conservation areas included lack of HCV assessments to 
identity potential HCV areas and not implementing practices that contribute to the 

Smallholders were most challenged in protection of HCV,HCS,peatland;  legal compliance, 
and environmental management.  

assessed, many had significant shortcomings in protecting high 
; fulfilling legal 

requirements and ensuring their practices were not contributing to environmental 

 

their legal compliance, 79 percent 
their full legal right 

Few smallholder farmers have formal land ownership or land use rights over their 
Sertifikat Hak Milik/ SHM), 

Keterangan Tanah (SKT), which is a letter of 
 Keterangan Ganti 

SKT and SKGR are often not accepted as formal 

No development of and the conservation of High conservation value forests, high 
issues for smallholders in 
of HCV assessments to 

identity potential HCV areas and not implementing practices that contribute to the 

Smallholders were most challenged in protection of HCV,HCS,peatland;  legal compliance, 
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conservation of these areas (See Table 3).  Areas such as riparian zones, which were found 
at some smallholder concession areas, had not been properly protected (Photo 13). In cases 
where the smallholder concession area shared close proximity to sensitive ecosystems, 
encounters with mega fauna were observed. Smallholders also generally appeared not to 
be fully aware of the need to avoid spraying hazardous pesticides near riparian areas. In 
response, smallholders should be provided with expert advice so that they are aware of 
potential HCV areas located in their concession areas and coached in practices that they 
could adopt to protect these areas.  

Where smallholder plantations were found to be located on peat, practices were not aligned 
with best management standards. As peatland contains rich stores of carbon and if 
desiccated could contribute to increased occurrences of fires, smallholders should receive 
expert advice so that they are better equipped to manage water levels on peatlands already 
planted with palm. 

 

 

 

 

 

 

 

 

 

 

 
 

Environmental Management: Practices that promote effective management of 
environmental impacts were found to be lacking across most of the smallholders visited 
(See Figure 9). It was found that smallholders had not obtained their legal environmental 
management and monitoring registration letters (Surat Pernyataan Kesanggupan 
Pengelolaan dan Pemantauan Lingkungan Hidup / SPPL).  

 

 

 

 

Figure 9. Smallholders need support to minimize their environmental impacts 

Photo 13. Riparian areas not yet conserved from 
palm oil development 
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Perhaps connected to this, many smallholders were found to be adopting 
environmentally damaging agricultural practices such as using paraquat. Some 
smallholders were also not properly treating their waste (Photo 14).  

 

 

 

 

 

 

 

 

 

 

 

 

Following GAR’s lead in prohibiting the use of paraquat completely and employing best 
agronomic practices, smallholders should be guided to explore methods such as 
Integrated Pest Management that repel pests without the use of chemical pesticides. This 
will help smallholders play a greater role in protecting well-functioning ecosystems as 
well as build their resiliency; thereby securing livelihoods while also achieving more 
reliable FFB supply. 

Site visits to some smallholders still indicated the use of fire to clear land. Rolling out 
information materials related to the prohibition of fire, fire management training and 
providing fire-fighting equipment is vital to support smallholders in shifting away from 
slash-and-burn land clearing activities.   

Photo 14. Smallholders not properly treating 
waste  
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Social and community engagement; Recognising, respecting and strengthening the 
rights of workers: Significant improvements in protecting workers at smallholder estates 
are needed. Workers were often not provided with adequate personal protective 
equipment, which exposed them to dangerous chemicals. They were also not provided 
with written contracts. Improvements to protect the welfare of smallholder workers are 
outlined in table 3.  

 

 

 

 



 

 

 

 

Principle  Issues  Recommendations 

Legal Compliance  Smallholders have not yet secured proper land 
titles 

 Permits or licences such as Business registration 
certificates (Surat Tanda Daftar Usaha 
Perkebunan Untuk  Budidaya /STD-B) and 
Environmental Management Statement 
document (Surat Pernyataaan Kesanggupan 
Pengelolaan dan Pemantauan Lingkungan Hidup 
/SPPL) have not yet been secured 

 Smallholders with a concession area above 25 Ha 
have not fulfilled legal requirements as a 
company 

 Secure its freehold land titles (Sertifikat Hak 
Milik). 

 Secure permits and licences with local 
authorities related to Business registration 
certificates (Surat Tanda Daftar Usaha 
Perkebunan Untuk Budidaya/ STD-B) and 
Environmental Management Statement 
document (Surat Pernyataaan Kesanggupan 
Pengelolaan dan Pemantauan Lingkungan 
Hidup/ SPPL) 

 Process permits related to legal requirements to 
operate concession area above 25 Ha. 

   
No development of 
and the 
conservation of high 
conservation 
forests, high carbon 
stock forests, and 
peatlands (of any 
depth) 

 Limited understanding of concepts related to 
HCV and HCS 

 Best management practices on peat have not yet 
been adopted 

 Participate in training as well as socialisation 
workshops to better understand how 
smallholders can identify HCV areas and 
strengthen its existing practices to protect 
potential HCV areas identified in its concession 
areas, including peatland. 

   

Table 3. Summary of issues and potential recommendations for Smallholder Entities.  
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Principle  Issues  Recommendations 

Environmental 
Impacts 
management 

 Not yet secured its relevant environmental 
management documentation  

 Environmental management plans have not yet 
been developed, including waste and chemical 
management 

 Inadequate facilities to minimize environmental 
impacts 

 Employs burning for land clearing 
 Pesticides used contain paraquat as active 

ingredient 

 Identify all environmental impacts generated 
from operational activities 

 Implement environmental monitoring and 
management according to  legal environmental 
documentation  

 Prohibit the use of fire for land clearing and 
participate in community fire prevention 
initiatives 

 Prohibit the use of pesticides categorized as 
World Health Organisation Class 1A or 1B, listed 
by the Stockholm or Rotterdam Conventions as 
well as paraquat 

 Participate in training related to integrated 
pesticide management as well as best 
management practices in handling chemical 
pesticides 

 Collaborate with experts and participate in 
environmental impact management (waste and 
chemical management) training. 

   

Table 3. Summary of issues and potential recommendations for Smallholder Entities (Continued) 
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Positive Economic, 
social, community 
development; 
Recognizing, 
respecting and 
strengthening the 
rights of workers 

 Inadequate OHS systems and facilities 
 Workers are not provided with contracts 

 Engage with experts to facilitate health and safety 
training 

 Provide written contracts for all workers and all 
parties fully understand and reach an agreement 

Principle      Issues      Recommendation 

Marketplace & 
Supply chain 

 No long term management plan 
 Limited transparency of FFB prices 

 Smallholder to participate in training related to 
financial literacy and business management skills 
with a view for the smallholder to start 
developing written records documenting its long 
term economic prospects of its operations 

 Transparently share its FFB prices and sharing 
relevant information when requested by 
stakeholder 

Table 3. Summary of issues and potential recommendations for Smallholder Entities (Continued) 
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Overarching issues faced by all FFB Suppliers 
 

Across the 12 suppliers assessed, all were challenged to fulfil most of the principles set forth 
in the GSEP. Shortfalls facing suppliers revolve around three essential building blocks to 
sustainable practice (See Exhibit 6):  

 Lack of understanding of sustainability as a strategic asset. Suppliers had yet to 
fully embrace sustainability as a key differentiator in the market place and link their 
organisation’s values to triple bottom line concerns: social, environmental and financial.  
Push factors from market players related to socialising sustainability policies across 
suppliers as well as pull factors such as offering rewards for sustainable practices, have 
also not yet been optimally rolled out.  

 Absence of sustainability systems and policies. Whilst suppliers had developed some 
procedures related to sustainability, they were often developed merely to pursue 
compliance with regulation or other acceptable norms.  Suppliers had not yet developed 
integrated sustainability policies that move beyond basic regulations and institutionalise 
them into their operational practices.   

 Limited structural organisational support. Lack of internal leadership to catalyse and 
integrate sustainability within their organisation has prevented suppliers from adopting 
a clear vision and gives the necessary focus to embrace sustainability. Suppliers 
demonstrated an insular culture and an unwillingness to collaborate with their peers to 
find multistakeholder driven solutions.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Exhibit 6. Underlying challenges suppliers face implementing sustainable practices 
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In order for suppliers to close technical gaps in complying with the GSEP, embedding all 
three elements into their modus operandi is essential. As a start, building an appreciation 
of sustainability as a competitive advantage for the business is an essential first step to 
allow the other building blocks to come into play. Engaging with suppliers in forums that 
present a consistent message of sustainability as a means to greater access to markets 
and providing financial incentives will encourage suppliers’ perceptions to shift away from 
regarding sustainability merely as a means of managing risk. As suppliers harness the 
value of sustainability as a strategic asset, they should be supported with policy tools and 
templates, as well as capacity building activities delivered by relevant experts, to further 
encourage and institutionalise sustainability into their business processes. In parallel, 
CEOs and owners need to take a lead and ensure that sustainability takes root in their 
organisations.  Establishing all three elements within suppliers’ operations should ensure 
their transformation journey will not be short lived and will continue to contribute long 
term benefit in both sustainability and business performance. 

 

4. NEXT STEPS 
 

To assist suppliers to comply with the GSEP, GAR will be leading broad and deep engagement 
initiatives (see Exhibit 2) to enable suppliers to systematise sustainability practices within their 
business management and operations. Broad engagement initiatives will target all suppliers in 
the supply shed, whilst deep engagement initiatives will target suppliers who have already been 
visited.GAR will make available the following support mechanisms for suppliers: 

 Supplier Forums held annually to provide a platform for suppliers to reflect on strategic 
sustainability issues and participate in technical training sessions that will support suppliers 
to improve their social and environmental performance towards compliance with the GSEP. 

 Toolkits & Templates to replicate and integrate into suppliers’ own business processes 
related to legal compliance, peat management, HCV, 
HCS, environmental impact management, 
Occupational Health & Safety, Free Prior and 
Informed Consent (FPIC), traceability. 

 Training & coaching  to promote and facilitate 
learning for suppliers on topics related to legal 
compliance, ISPO, peat management, environmental 
impact management, HCV, HCS, social impact, CSR, 
sexual abuse and harassment, grievance, conflict 
management, Occupational Health and Safety, FPIC, 
traceability.  
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 Facilitation with relevant experts and government agencies to collaborate and find 
solutions together with suppliers on systemic challenges facing the palm oil industry 
in implementing sustainable practices.  

To monitor and evaluate the progress of suppliers’ transformation journey, suppliers will 
be assessed annually through a supplier self assessment. This approach was launched 
prior to the publication of this report and GAR will be collecting feedback from its 
suppliers. GAR will also roll out thematic surveys geared towards issues in which suppliers 
are most challenged. Thematic surveys will assist GAR to better understand how its 
interventions are supporting suppliers to integrate sustainability into their business 
management and improve their practices in the field. Success stories of suppliers’ 
transformation journeys will also be published by GAR to further inspire and create 
synergies within its supply base and accelerate collaborations in finding practical 
solutions. Collectively GAR hopes and expects that, together with their suppliers, they will 
be able to progress towards implementing sustainable palm oil practices at scale.   


