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Abstract

The mining business is oriented not on profit-mgkattone but it should also be oriented on respditgito the
physical and social environment to create sustdityab business with an environmental vision. practice,
mining companies should exercise corporate soesdansibility (CSR) from the first time they engemining
area (exploration). When CSR implementation is mmézeétd, the positive impact on the company will be
likewise maximized. This research used a qualigathethod with an analysis that referred to McN&0R)

and in testing for trustworthiness it used a tegheipresented by Lincoln and Guba (1985). The resesbjects

in this research were PT Weda Bay Nickel and PTintkek Energi, mining companies located in Central
Halmahera, North Maluku Province. The researchiffigsl showed that the CSR programs implemented by
mining companies were in the form of community emeoment, infrastructure, and community welfare. The
strategies used to promote CSR program implementativolved increasing the investment (the explorat
phase), increasing the profit (the production phaseating a company with good corporate govereaaad
care for the natural and social environment. Gamzperation should be established between the caegpahe
government and the community in the implementatiod drafting of CSR. CSR implementation provideel th
benefits of improved community welfare, assistattc¢he government in achieving sustainable devetym
and achieved sustainability on the part of the camgpin running its mining business operation. Tieisearch
recommends mining companies to carry out CSR progrérom the time that they enter a mining area
(exploration). The companies should establish gomaberation with the government, the community atiabr
companies in preparing and implementing CSR prografhe companies should be oriented on good CSR
implementation in running their mining operationc® CSR is a crucial factor which today is incogted into

the vision and mission of mining companies or ipooated into the corporate-level strategy.

Keywords. corporate-level strategy, corporate social resymilitgj sustainability of business, sustainability
development, community welfare.

1. Introduction

Mining business is often associated with the teorporate social responsibility (CSR). This underdiag
shows that mining business is not only orientegrtfit (profit making) but also responsible to ftkysical and
social environment to achieve a sustainable anéte@mmentally sound enterprise. As proposed by Jenkind
Obara (2008), the term corporate social respoiisilil mining business is its social responsibility the impact
of mining operations, corporate operations withsatial legitimacy, massive destruction, and abaimdpthe
site when all the natural resources have been &Hyloited. Meanwhile, Dahlsrud (2006) said thaspite
various attempts have been made to describe tlatief of CSR in order to make it clear and unbisthere
remains some confusion about how CSR should baebkfiThe latest definition of CSR by WBCSD (World
Business Council for Sustainable Development) & ¢bntinuing commitment by business to contribute t
economic development while improving the qualitylitd of the workforce and their families as wedl af the
community and society at large (WBCSD, 2013). S riiain concern of CSR is economic development and
improved quality of life or it could be said to ire@se the welfare of society.

Regulation on the amount of fund for CSR in SOHBatéSOwned Enterprises) in Indonesia is clearjyustited
in Law No. 19 of 2003 on state owned enterprisas fanther elaborated in the Regulation of the Migisof
State Enterprises No. 5 of 2007 which states thatition to seeking profit, the role of state-edrcompanies
is also to actively provide support to small busses, cooperatives, and community. This form oias@ctivity
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is known as program kemitraan bina lingkungan (PXBL community development partnership program.
Funding for the partnership comes from settingegith of net income after tax that can be useddorounity
development programs and partnerships. In contrast,No. 40 of 2007 on limited liability companidees not
mention in detail how much to be spent on CSR ahdrevit should come from in a limited liability cpany
(non-SOE). Government Regulation No. 47 of 2012Emwironmental and Social Responsibility of Limited
Liability Companies also only mentions that the amtofor CSR is subject to the principle of "faireéand
"reasonableness".

Mining companies may in practice start to perforBRCsince entering the stage of field survey andthge of
exploration although they have not made profit frdma operations. Actually, at this stage of expiorg the
company's physical destruction impact is not thgthut the social impact on community is very bRgople
living around the mining site who are generally lofver education and income demand the company's
responsibility for social and environmental impaaftshe exploration activities. Provocateurs eméngie form

of organizations and incite local people to demtngdr right for corporate social responsibility iinche mining
company. When the mining company is not sensitivéhis issue and does not expedite disburseme@Set
funds then surely rejection of the company's presenill arise that may lead to inability to perfoexrploration
activities.

Accounting and tax reporting of the fund for implemtation of CSR on exploration is very difficult be in
compliance with applicable rules. As suggested itty(Z7009) on CSR reporting, the existing accougtieport
guidelines and mechanisms are unable to cover teeald social and environmental impacts of business
Because CSR is implemented upfront together witteropre- operational expenses, then its costs dhuail
capitalized and included in the balance sheet undercurrent assets, similar to deferred explonatiosts,
deferred exploration and development costs, orrosfeenvironmental and reclamation costs, by theenaf
deferred CSR costs. Alternatively, CSR may alsinbleided in the balance sheet under intangibletassinilar
to patents, trademarks, or development costs bydhee of CSR. Either CSR is included in non-fixededs or
stands as a new account of deferred CSR or evédndegt in intangible assets, it should be amortized
accordance with applicable rules. Law No.17 of 20@Qicle 11A paragraph 6, states that expensegriad
prior to commercial operation that have a usefel &if more than 1 (one) year, are to be capitalaed then
amortized. Referring to this Law, CSR can be céipégd and amortized because its useful life foompany can
be more than one year.

Mining companies at first glance may be seen tg pnbduce negative impacts that contribute to getrdiction

of nature and environment, but they also producstipe impacts to the economy. The positive impaudts
mining companies to the economy are presented bgskand Kwasi (2006) who say that mining companies
make positive contribution to the economy. The mgncompanies' forms of contribution to the economy
according to Romero (2004 ) are in terms of nati@®velopment, such as increasing the country'sidgar
exchange reserve, increasing the regional governmeanue, employing workforce and improving theiso
economic conditions of the surrounding community tbe mine. Whereas positive benefit of CSR
implementation for the company could be in the foomcompany's reputation insurance if the company
experiences a bad incidence, according to MinorMothan (2010). With CSR, the company's reputatidh

be maintained and its competitive advantage inectaferefore its balance sheet also becomes sitdBigo -
German CSRP (2012) mentions that CSR has positipadts on the operations and management of a cgmpan
in two ways, i.e. direct and indirect positive imfm Direct positive impacts enjoyed internallythg company
are organizational commitment of employees andniegr deeper talent pool, operational effectivenaisd
externally in the form of publicity and improvedprgation and stakeholder relationships. Whereageiad
positive impacts enjoyed internally by the company internal cost savings, innovation, increasedyctivity,
improved quality, and externally in the form of tapaccess, market access, customer satisfactidnpece
premium, and risk reduction.

CSR when viewed from the perspective of the shddehdheory focuses on the manager who performs the
main responsibility, which is to accumulate profirsd the responsibility as a trusted party to saaincrease
the shareholder's equity entrusted to him withoatud. When the manager performs CSR, it meansthieat
manager violates the rule since he collects a ram fthe owner of the company and determines howemyon
from the tax is used (Azheri, 2011). The theoryaats a lot of criticism because CSR is essentalbusiness
action and activity that makes an impact on cenp&iople, community, and environment in which thexpany
conducts its business or that is known as the ktadter theory of CSR. Therefore, such company shoatry
out activities that do not have a negative impacstakeholders and can realize a better and pragpesociety
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(Azheri, 2011).

When the mining company is already in a region, step that must be taken by shareholders to magimiz
welfare is to determine a strategy for successful sustainable performance. If the mining company's
operations are successful and sustainable, thefitspfor shareholders can be realized. The way tintain
continuity of operations of the mining businessldaefer to the opinion of Lins and Horwitz (200Z)ns and
Horwitz mentions some keys to maintaining a miniogmpany's operational sustainability, which are
environmental, social, economic and governance caspeEnvironmental aspects include environmental
management, biodiversity, land management, clinchgnge and water management. Social aspects include
employee and public safety, involvement of stakeééid, reduction of HIV / AIDS, life cycle policy fanining,
human rights, community development, and supplyircilmanagement. Economic and governance aspects
include transparency and accountability, externaifggmance indicators, and sector -specific or glob
Initiatives.

This study will discuss further not only what CSRolementation strategies are effective, efficiendt an- target
but also CSR as a business strategy that aims gposgusustainability of a mining company's existnc
achievement of public welfare and sustainable adgraent. CSR as a viable strategy has been demtmustrg
Siegel and Vitaliano (2007) who found that CSR pibto be effective to increase a company's salegehsas
by Jones and Bartlett (2009) who found that a cammisaCSR contributes positively to public relatibips
According to Jones and Bartlett, public relatiopsactuallly benefits more to the company's stratisgy just
general communication on public relations actigitiddditionally, Filho et al (2010) further explath that CSR
could become a strategy to improve a company's etitive advantage. Nevertheless, CSR is not thg waly
to get a competitive advantage, but there are ddweors of organizational values, relationshiphwétakeholders,
internal resources, ideology of the upper managémed public expectations.

Mining companies have their own uniqueness compérechanufacturing, garment companies, or others in
carrying out CSR programs. Manufacturing or garnoempanies are usually located in an industricd avkere
surrounding community and infrastructure are alyeadtablished and well ordered. The situation isy ve
different in a mining area, its location is in remglace where infrastructure has not been eskadisThis is
what happens to PT Weda Bay Nickel and PT Tekinderdgi where the surrounding environments are rsbil
well managed. Therefore, both companies shouldémpht CSR programs since the company first entiesd
mining area. However, whether the CSR implementasioce the beginning of companies' entrance adfhhou
they have not made profits from the mining opersiis a corporate strategy to maintain and stremgshstable
surrounding environment, is yet to be examinedrantewed more deeply.

Mining companies which will be reviewed in the stuBT Weda Bay Nickel (WBN) and PT Tekindo Eneng a
both a nickel mining company. Selection of the wampanies as the research object is because tadyotr
located in Central Halmahera, North Maluku provireael close to each other. Moreover, the two congsani
have different forms of legal license, where PT WBMds a Contract of Work (CoW) under the ownersifip
foreign direct investment (FDI) and PT Tekindo Hjienolds a Mining Business License (MBL) under the
ownership of domestic investment. With differenaidcteristics, each company therefore has a diffqrattern

of CSR implementation and strategy.

2. Methodology

Type of research used in this study is a qualiatesearch with interpretive social science apprabat relies
more on qualitative data. This is done based olaangd method in order to ensure its academic ientfic
quality. Qualitative research is a research thaplersizes a variety of methods that can be emplayesh a
researcher chooses to use a qualitative researehzii® and Lincoln, 1994). Qualitative research lfitse
emphasizes the naturalistic paradigm. Lincoln anda3(1985:198) say that qualitative research facosethe
naturalistic paradigm not because a paradigm iditgtiee, but rather it is easier if the instrumasthuman.
Whereas the flow of naturalistic research can lee && Figure 1.

McNabb (2002) coins the term qualitative reseavatich is defined as a series of technical and natissical
research process used to collect data about solcsaiomena. Qualitative data are related to a setoofls,
symbols, pictures or other non-numeric records,enas or artifacts collected by a researcher aadeh
connection to social groups in the study. Thus $hidy aims to address the reality of researcieéssoncerning
aspects from what a mining company's CSR progrartsismplementation, collaboration, to benefitstbé
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CSR program for the company, government, and pabplecan later be used to develop an ideal madéBbiR
as a mining company's strategy.

Sources of data in this study include informant&nés and documentation. Selection of informanes ube
snowball sampling technique. Sampling in this téghe is drawn by determining the first sample. Text
sample is determined based on information from fttet sample, a third sample is determined based on
information from the second sample, and so on abtthe sample size gets larger, as if going oncavkall
effect. Number of informants can not be determimeddvance. Sample drawing will stop when informatis
already saturated, i.e. where there will be no nmaw information obtained from the next informanowever,

the informant is not selected based on the resedscsubjective whim but based on the topic ofaede Event

is a phenomenon in which the research source datibtained through direct observation on the sité a
researcher's focus, which are how the CSR progeam#mplemented, what the CSR implementation gfiase
are, how collaborations in CSR implementation aeefggmed, and benefits of CSR implementation fa th
mining companies PT WBN and PT Tekindo Energi, gbgernment and communities. The final stage is to
model how CSR can become an ideal business strédegpntinuity of a mining company's operationsgial
welfare and sustainable development. Documentatiothe source of data obtained in the form of regor
records, and photos of an event (phenomenon) defatthe research question.

The four types of data collection technique usesl (@) in-depth interviews to capture the meaningdC8R
implementation activities at PT Weda Bay Nickel &id Tekindo Energi. Interviews are intended to ibtkata
and information on five research focuses as desgrin Chapter I. (b) Observation, in this casendas-
participant observation. Observation is done toaiobtdata and information especially concerning the
implementation of the mining company's CSR. Obgé@mas also conducted separately in a social regthin
how the implementation of CSR in the case of PT &Bdy Nickel Energy and PT Tekindo solves existing
social problems. (c) Documentation, which includesords on the management and implementation of CSR
programs conducted by PT Weda Bay Nickel and PTnfiekEnergi. In addition to relevant records areeot
secondary data such as statistical data. (d) Fgrousp discussion (FGD) is a later stage in whidtassions are
held with all of the company's stakeholders, intcigdparties from the company, the community or the
government to support data and findings and toigardr check the results of final analysis.

Data analysis technique used in this study referghé thought of McNabb (2002: 148) which categesiz
research data analysis into six stages of actiVh first stage is collecting and categorizatibdata, this is the
stage of selection, simplification, categorizatiand collection process of raw data that the rebearobtains
from interviews with informants. Second, is geniegedlon, or generalizing the categories, themed, rasearch
topics. Third, is coding, this is the stage in whibe researcher labels phenomena (conceptuatizatithe data)
that are found in the field. Fourth, categorizatoa mind idea, this is the stage of placementquioe of ideas,
themes, and categories of research in a new wagssto create relationships between ideas, thenmek, a
categories in formulating the reality of researéhdihgs. Fifth, description alternative, this stage an
anticipative attempt to avoid errors when intefipetstudy findings. Sixth, report, the final or thixstage is
writing and presenting a report. This is the stegehich data that have been obtained under eaelyoey are
presented in writing or research such as the oeati description and matrix of phenomena. At gtmge, an
attempt is made to draw conclusions from the varicategories of data that have been summarized and
presented for final conclusions that can answerexpthin various issues in the research.

In conducting a qualitative research, attention tnbesgiven on the validity of data. Validity of tldata in this
study refers to the technique presented by Linaakh Guba (1985: 301-327) in which to establishviddality of
data (trustworthiness) requires some examinatiohnigues. There are four criteria that are usechexk the
validity of data, i.e. credibility, transferabilitgependability, and confirmability. In determinitige degree of
confidence (credibility), Lincoln and Guba (1983pposes to use five techniques: techniques thaemesdearch
findings more reliable and upon which interpretasiocan be drawn (prolonged engagement, persistent
observation, and triangulation); technique thatvigles external checking of the inquiry process (pee
debriefing); technique that aims to cultivate aswynaypotheses as possible so that more informadiobtained
(negative case analysis); technique that allowskihg of preliminary findings and interpretatiors@posed to
the raw data (referential adequacy), and technitpa¢ provides a direct test on the existing findirend
interpretations with the person that becomes theceo(member checking). Transferability is applsdusing
the snowball sampling in a continuous basis, perfeg constant comparison of data and data triatigulaboth
triangulation of sources and methods of collectién. argument is useful to support the claim of ateility
(dependability), that is, if credibility is aimed show the quality of research, then dependabiftgelivery
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should not be excluded. Overlap methods refleckihe of triangulation associated with credibilitgplication
stages (stepwise replication), and inquiry audihevéas the general technique to establish confilityais by
confirmability audit.

3. Result and Discussion

Data used in the result and discussion is collebteth-depth interview to capture the essence ofimyi CSR
affairs implementation organization in PT Weda Bdigkel and PT Tekindo Energi. In gathering data and
information, observation was conducted primarilyompthat related to mining CSR affairs organization.
Documentation was also carried out to gather recamd CSR programs organization and implementation
conducted by PT Weda Bay Nickel and PT Tekindo gndased on the result, a comparison will be get u
between the reality of CSR organization and iteth@nd original concepts from various references.

CSR Programs

The facts of CSR programs implementation in PT WBdg and PT Tekindo Energi was focusing on external
factors i.e. the community where programs in foraiscommunity empowerment, health, education, and
environment were in line with Sino German CSRP 20S$ino German CSRP states that stable community a
avoidance from social pressure are the key fadbmiccessful mining operation. Therefore, minilognpany
must identify local stakeholders representing dertaltural context and attempt to sync differenterests
through dialog with stakeholders in order to achig¢he effectiveness of community involvement inibesss
development and to establish the trust. The kekebtders are local government or village execstive
community based organizations or groups, and coritgnfigures who contribute to decision making presén

the community.

Social responsibility in corporate governance aslaed in the 1ISO 26000 is the essential key opomate
social responsibility programs implementation imdhg mining company. Corporate governance is thestmo
essential key point of the whole seven corporatgateesponsibility core subjects. Corporate gosene is
essential as it is the principal factor in achigviresponsible company for the effects of its polayd
effectiveness and integrating social responsibitityhe organization and the relationship with sitekeholders.
The corporate governance of these two companigsléed the key program of the seven social respiitgi
core subjects, however, both had never aimed at@8ams implementation in their governance scheme

CSR programs implementation in PT Weda Bay Nicked T Tekindo Energi is not as complete as that
mentioned in 1ISO 26000, but they have fulfilled ecoamity development criteria as regulated by theegoment

to mining companies. According to Hariyadi (2012pmmunity empowerment programs in mining sectors
comprise of four key objectives; first of all iscemmy. Priority on economic sector is aimed at iovprg micro
economic condition through community business ammll purchase increase. Economic sector is cragidl
essential in achieving mutual goals in one colectscheme of sustainable development. Second af all
education where human resources capacity buildinidpe priority achieved through education infrastites
support and scholarships for the poor. Third ofsalhfrastructure which becomes program princgdgective as
the success of economic development is measuredhéyachievement in infrastructures. The actual
accomplishments were the development of public soaal facilities within the community. Fourth ol &
health where programs such as free medical checknabtreatment for the poor and renovation of healt
facilities are carried out. These two sectors Haaen fully implemented in the CSR programs in PTd&VBay
Nickel and PT Tekindo Energi.

In regards to community involvement, it is also set in Law No. 32 Year 2009 regarding environment
protection and management. Mining company mustyaaut environment impact assessment (EIA) to prdcee
to the next level i.e. production operations. EbA mining company is that comprising of the studyosiness
plan and/or mining activity impact, evaluation & fplanned business and/or mining activity locatestimate
on the occurring impact size and key charactersnwingsiness plan and/or mining activity is carriad, o
thorough evaluation on the occurring impact in dateing environment feasibility, and the plan owieonment
management and monitoring. In developing an ElAnmmnity must be involved in accordance to the [piec

of disseminating transparent and thorough inforomttonducted prior to mining activity commenced.eTh
intended community are those suffering mining afstiimpact, conservationists, and/or those inflleghby any
decision made in the EIA making process (Law Ng.Z89).

It can be clearly seen that fundamentally the nfagus of these two companies in carrying out tiseicial
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responsibilities is based upon the Indonesian gowgrlaw, i.e. that mining companies has to be dble
guarantee the effectiveness of mining businessvictimplementation and control in the principle$ o
effectiveness, efficiency, and competition; guaganthe benefit of mining activity in the principlef
sustainability and keeping environment in perspectiguarantee mineral supplies as basic materidloan
energy source for the country; support and enhaatienal capacity to compete at the national, neglioand
international level; increase local citizen, didiriand national income, and create job opporemifor the
greatest benefit of the people; and guarantee rdareéement in the implementation of mineral minlmgsiness
activity (Law No. 4, 2009).

Azheri (2011) states that CSR which is originaligwed as shareholder's theory has developed iaile st
holder's theory i.e. CSR is the action and activityhe business impacting on certain people, conityuand
environment, where the company establishes itsatipar In mining business, it can be said once nioaé the
external stakeholders occupying the greatest paveethe government and the community. They mayenite

the existence of a mining company. According to @unstitution of State 1945, the natural richegeime
Indonesia are to be controlled by the state, ampocations only obtain approval on mining managemsdance,

in order to obtain management approval from theegowent, the company has to implement terms and
conditions released by the government, to carrysogtal responsibility in forms of community empoment
around the operational site, among others, knownoasmunity development. Meanwhile, community is the
main objective of the company's social responsjbils regulated by the government through the jregdaws.
Besides, community would also have control in deafj or defying the company existence if the conypdid

not contribute anything to them. Therefore, comryualso has social permit that is useful to supparting
company operation. When mining company is in thstngam such as PT Tekindo Energi which has run its
operation and PT Weda Bay Nickel which is stilexploration phase, by carrying out community emponent

of CSR, the company will obtain social operatioagproval from the community which therefore itsdkeg
mining operation approval from the government carsistained.

The first key point for mining company in Minerab@ncil of Australia (2005) states that a comparsflghbtain
entire community support and acceptance in ordgrdtect social approval to carry out an operatiarck et al.
(2005) adds up that for mining company, businesgasability is the key importance and the way ¢biave it

is by gaining trust from the community around thie.d/Nhile according to Kwasi and Kwasi (2006), coonity
refusal may come up into surface due to their mosids the one who suffers the impact of miningvégt
hence it is natural that they shall receive considly appropriate benefit in exchange of the sirfterThus,
when a company in a certain area cannot contrimyebenefit to the community, refusal to the mindognpany
existence will reveal which may lead to the terrtiova of social approval of the mining operation.fact, in
absence of social approval, a mining company maynge violating the government regulation thus taatidn

on the permission may ensue. Therefore, in ordeavtnd the worst, PT Weda Bay Nickel and PT Tekindo
Energi has been putting extra effort in implemempti@SR programs. Koestoer (2007) also supports CSR
implementation by saying that there are more comegam Indonesia adopting CSR for they believe that
implementing CSR is the right thing to do.

CSR Program Implementation Strategy

Company strategy development in the 21st centuny ime with that stated by Lynch (2006) that tgy has
been undergoing development compared to thosednethlier centuries. During this period, there site
components in emphasizing company strategy, i.ee fmarket competition, competition and welfare
improvement, local and global demand, needs to @mpand involve workers in setting up company polic
strategy, rapid evolution of technology and théngsof various communication forms, and the fallahgwn of
several companies due to ethical issues. In esskyigeh states that in this century, a companytegrais that
emphasized on innovation and social responsibilitaking crucial role in it.

Johnson, et al. (2008: 7) actually has dividedtestya level, the first and the highest level is avgte-level
strategy. It contains the overall of an organizatto company, as to how the company carries outtstral and
financial issues and how the existing resourcesiboeated to achieve maximum productivity. Theosetlevel

is competitive or business-level strategy whichated to how company competes with the surroundings
including with its competitors. The third level gperational strategies which concentrate on hoviowuar
divisions in the company offer contribution. Theastgy of PT Weda Bay Nickel and PT Tekindo Enésgi
putting any effort to maintain and preserve thaainability of mining company thus is included hetcategory

of corporate-level strategy. The strategy impleraéris corporate-level strategy based on the corpaecial
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responsibility (CSR). This is expected to suppbe sustainability and continuity of both companfing
operation. In implementing this strategy, both camips apply three approaches i.e. profit, good aratp
governance, and nature and social environment.eThpgroaches may be included in the business4énagégy.
While in the effort of accomplishing these appraschPT Weda Bay Nickel and PT Tekindo Energi apply
different respective methods that may be includeapierational strategies level.

In line with Barey's (2002) opinion that a succassbmpany in maintaining its existence in a rekli long
period must be at least successful in offering raretonomic performance (the company profit obtirse
equal to that expected by the stakeholders). Whercdémpany is unable to achieve good performanmena
economic performance), the company will not suniiva long term unless it gets subsidiary fundiranf the
government or private entity. Hence, the survifad company can be in any case used to assessfitsmpance.
This also means that to achieve normal economifopeance, a company must generate profit in itsimgin
business. Thus, the first strategy to support C36grams implementation, to PT Tekindo Energi, is by
increasing the company profit gain. The bigger phefit, the bigger the monetary portion allocatedGSR
programs. Profit increase strategy to support C®yrams implementation henceforth is included ie th
business strategy.

In accordance to Law No. 40 Year 2007 regardingiteichLiability Company, a company is required torga
out social responsibility in the principles of elyuand fairness. However, on the basis of equity fairness, the
face value of monetary allocation from the compday social responsibility is not clearly regulatesd
originated from. If only this company complies witat applied in Law No. 19 Year 2009 thereof relgay
State Owned Enterprise (BUMN), the amount and soaf¢he budget allocated for the said programamfthe
company net profit after 2% taxes. It is clearewrbat the most suitable strategy for PT Tekinderghis: first

of all, increasing company profit. The increasingfpp will lead to the increase of budget allocatedsocial
responsibility programs. As to strategy at operatidevel by PT Tekindo Energi to increase prafitfirst of all
conducting communication and maintaining good ieteship with local community and government. Hence,
company operation can be carried out safely witteonwt interference, and moreover, profit gaining &en
maximized. The second strategy is by mining openali efficiency, and the third is by strengthenmgsiness
development division since mining company operatesnon-renewable natural resources, which means the
company has to have found new location when thairénmg resources at the former site dwindles ireotd
support mining business continuation of the company

Mining company which is at the phase of exploration the meantime, cannot implement profit increase
strategy to support the implementation of socigpomsibility programs. The most feasible strategyreserving
investment situation of the company. Hence, thesm@ataken in preserving investment situation, To/leda
Bay Nickel, is by involving local community and gawmment to maintain favorable situation that makésing
prospect appears more positive. To investors, &ercommunity and government situation is onehefkey
factors in determining whether or not they will @st their capital. Therefore, PT Weda Bay Nickelosesly
tries to maintain local community and governmenadsituation which is henceforth expected to maingmod
investment situation. This investment will origityadenerate some fund to support CSR programs.

Nugroho (2001) explains that when a company onlystention to discussing merely on the relatigmsimd

influence of someone's decision and action towardedne else, it is called as anthropocentricat gtaradigm.
He believes that the paradigm of mere anthroposemtis insufficient without carrying out biocentaiic
environment ethic considering ethical deeds noy fndm human point of view, but also from non-hungaint

of view such as flora, fauna, and earthly non-oigrarmaterials as one united environment systenceBitical

environment ethic expands the area of conscierassitslity, and care of human kind to view any kiafl

species, any kind of living things, and anythingeamth and the whole universe as elements withgitfhlive

and exist, regardless of the usage and beauty riwahs. Any living things and materials on earth hawe
intrinsic value in itself. Thus, when both companteave carried out social responsibility to botkialoand

natural environment, they have been carrying oet @inthe CSR subjects according to ISO 26000 andbea
considered that the company has been attemptingrtduct company ethic in form of biocentrical eoniment

ethic.

CSR Program Implementation Cooperation

According to the narrative of the Post, et al. @0 is mentioned that business, government awcitgohas a
very high degree of mutual influence. Businessvagtiwill affect other social environment and may o
government’s policies, either directly or indirgcthffect business activity. In addition, both bess and
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government policy simultaneously also affect theiaolevel of society. To set this interconnectjyithe
manager needs a deep knowledge and understandihge cbmpany'’s relationship and how the economit an
social systems have impact to the company’s agtivttiich constitutes the result of such managersisien.
General view in interconnectivity relationship beem business, government and social society isalsoci
perspective which emphasizes the relationship Eiveeonomic activity, politics and culture of theuntry.
Each social society is influenced by combinatioradnomic, political and cultural. Combination atfors that
affect this social society illustrate that businegs/ernment and community organization provideartgmt role
and community expectation that comes from peopHijtutions and available ideas. In such way, wimémng
company is able to establish good cooperation biwbese three parties, therefore each party \bihio
maximum benefit and advantage.

Post, et al. (2002) also adds that business actisitdesigned by cultural and political pressure,well as
economic factors. Business is also influenced Hifigal life and community culture. One proof thegnnot be
taken off inter-relatedness between business atidtgds the number of business decisions that lafigence
on the society, moreover, the success of busingssty is also influenced by society’s activity dibehavior.
This becomes the reason why business and commar@tgqually important in which each requires theeot
and also affect the other. These relationship shaplebe different on different stakeholders. FROF Weda Bay
Nickel and PT Tekindo Energi, the government coutsts the party who grants mining power to compny
manage mining results contained in Central Halnaléth certain provisions and rules. While the sunding
community of Central Halmahera in particular, ideefed community which has the authority to grant
permission of operational social on mining activiBommunities around Central Halmahera have theepdov
reject and terminate the operation of both comaaigivities. To maintain good relationship, thet®uld be a
good cooperation so that intertwined a good intatedness.

However, in carrying out cooperation between corggrgovernment and communities, it must also uptot
ethics. Because according to Lynch (2006) many eonigs are closed due to unethical ways in runrieg t
business operation. According to Post et al. (208iR)cs expectation constitutes important part usifess
environment. Ethical behavior constitutes importspect in company social performance. Companycdhfisd

a way to balance and combine economic performandehigh standard ethics to obtain public suppod an
credibility. When company behave ethically towaitdsstakeholders, company will obtain positive imipand
otherwise, when company fails to behave ethictibyever, such company will face the risk of lospglic
support where such support greatly required to mhkecompany successful and credible. The way @&n b
implemented by companies both PT Tekindo EnergiRihdVeda Bay Nickel to actualize ethical behavioby
establish ethical cooperation with various stakéér. By cooperation, therefore, mining compangasigipate

in involving the communities and also the governmghich means that it could improve mining company’
credibility by giving concern for them.

Program Benefit, Strategic and Implementation Coatign of CSR

This research result indicates that for PT Weda Bizkel, benefit received by the company can besedhe
terms of securing the mining business operationasad strengthen social ties with surrounding comitres.
By this strong social ties, therefore, mining besim can be successful more quickly when comparéidetn
with no social ties. In addition, when mining compaloes not establish CSR in its business, thenuissness
activity will be in a highly risk. PT Tekindo Energeceives benefit upon the implementation of C38gmms
in the form of company stability, so that miningeoation can be continuously run. Benefits receibgd
communities upon the presence and the implementafi€ SR programs of both companies are improvigg t
quality of communities’ life. Those earning will béable by the presence of these both companiethao
communities’ purchasing power has increased. Bssitie presence of CSR programs will greatly helpase
communities’ burden in terms of education, healtnd infrastructure access. While benefits receibgd
government can be in the form of relief or assistam establishing government’s obligation to wedfits
people and establish sustainable development. ésepted by Mr. Abulrohim Oedayani, Chief Legislativf
Central Halmahera, which said that Regional Bu@eh for Central Halmahera is very small and lichitehile
government’s duties to promote its region is veghhin which Central Halmahera included areas thgged
compared to others areas in Indonesia. Duty toyoamt sustainable development is very heavy if booy
government itself, therefore when this company ldisaing CSR and such CSR is coordinated with the
government, sustainable development process f@l@@an be realized more easily than if must beeddane.

Actually in Sino-German CSRP (2012), there are matimer CSR benefits for mining companies. Benefd a
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advantage which can be directly obtained internaty; organizational commitment of employees aadhieg,
deeper talent pool, operational effectiveness andxternally are in the form of reputation and juity and
improved stakeholder relationships. While benefiick indirectly obtained internally are in the fowh cost
savings, innovation, increased productivity, immgdwquality and externally are in the forms of calpétccess,
market access, customer satisfaction and priceipnenas well as risk reduction. If we look at betsefeceived
by PT Weda Bay Nickel and PT Tekindo Energi, iirnidicates that benefits received are benefits teraal
company in the form of reputation and publicityas! as to improve relationship with stakeholders.

In Sino-German CSRP (2012), it is stated that wewlent and community development, social respomsibl
employment practices, environment protection, raed¢ag on human rights, fair operation practicesd a
management of consumer issues gives good reputatioompany, because company is not only oriertete
profit but also responsible to maintain communitigsifare as a whole. While pro-active CSR will opeew
opportunity for company publicity through promotigractices and best award from public organization,
government, academia, and the media. The comphrgrsl identity can also be strengthened by higtiloiléy

of such institutions compared to advertisement twhialy trusted by limited audience. Such both ngnin
companies expressly have received benefits upoimthkementation of CSR programs which proof thatsth
both companies have socially responsible to mairdammunities’ welfare. Since both the communitesl
Local/Village Government around PT Weda Bay Nicaatl PT Tekindo Energi have obtained benefits in the
form of the realization of communities welfare aswkstainable development, therefore, the community a
government should support and grateful upon thegmee of these both companies in their area. Stippon
this presence means mining companies of PT WedaNBzkel and PT Tekindo Energi have received externa
benefit in the form of reputation and improvemegiationship with stakeholders.

Support and reputation which have received by thesh companies must be maintained and improved to
support sustainability of mining business. Lins &tatwitz (2007) said that there are three aspecechieving
sustainability in mining business, namely aspedétenvironment, social, economic and the governare.
environment aspect is to minimize impact of minaugivity. When a mining company opens a new miramrgl,
they peel the soil surface and the entire surféitkeoexisting plants, destroying animal habitatd threatening
the biodiversity of such area. Therefore, the camgpia challenged to avoid adverse impact of laraduiding
avoiding unnecessary destruction, change of us,habitat removal. PT Weda Bay Nickel which isl stil
exploration must have careful and thoroughly miniten or design in order to reduce or minimize desion
against the existing biodiversity. While for PT redo Energi, a company which has carried out thp&ration
since the year of 2011, this company must prepaid reclamation system to restore its biodiversit

Ideal Model of CSR

Preparation process of CSR programs on PT WedaNizkel and PT Tekindo Energi is essentially the sam
CSR program prepared upon proposals and suggedtions community around the site delivered to the
company. Preparation pattern of CSR programs isett®th companies can be seen in Figure 2. Howvsr,
only taken by the community-based needs. The coynpdhanalyze to determine the priority of CSR gram

to be implemented based on community’s proposalsaiggiestion. The involvement of Regional Government
has not shown yet in the CSR implementation ofetmth companies.

The implementation of CSR programs establishedesihe company was in the exploration phase acthialy
benefit and positive impact to stakeholders as gowent, community and mining company. Thereforesela
on discussion delivered previously, suggestion 8RQoroposal as effective and efficient strategymafing
company has included in three levels, namely cargelevel strategy, business-level strategy andabipaal
strategies (Johnson, et al (2008) as seen in FRjure

Such ideal model means in establishing strategZ®R business which has included in the level ofimgin
corporate-level strategy, it must involve all ofgé parties at once, i.e. company, government angrainity in
which later all parties will gain the benefit ofoda Benefit to company is the achievement of corgpgreration
stability and further will also achieve the sustdiitity of company operation since it has obtaimgeration
permit from the government and social permit fréva tommunity. The community will gain the benefinmely

the improvement of community welfare, because iditaah of obtaining attention from government, thago
obtaining social responsibility from mining compasi While for the government, the benefit gained is
assistance upon government’s responsibility to émgnt sustainable development to the community. By
obtaining this assistance, therefore, governméut'den will be reduced by the existance of miniogpanies.

Discussion
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This CSR can be implemented in the three Johnsgiredegy levels, et al. (2008) in mining company O
operational strategies level, CSR is establishesiipport other strategies level in mining compd&iwoy. example
as in terms of employee recruitment and employaéopeance, when the community is working in mining
company with good CSR implementation, they willcanatically utilize all of its capability for the ogany’s
progress and successful. CSR practices on otheatop®l strategies level are as in mining compain
establishes CSR, therefore relation of such compathysurrounding society environment can goes ghigoA
good relationship with surrounding society will rfimmize community demonstrating action and disturb th
mining operation, if refusal or demonstration iwed, community usually blockade the road in orked
transportation process. This blockade may resutigdermination of company operation, and the camgpmay
suffer a losses. In such way, CSR strategy on tipeed strategies level is very important to be lempented by
mining company.

On business-level strategy stage, CSR became ridiegt to support competitive power of mining compa
Mining company which establishes CSR in good agttrivay will has high competitive power in the merk
This competitive power is highly required to obtammpany’s market share and consumer loyalty whiche
friendly to environment to obtain priority to becerbuyer’s choice. Ore nickel buyers are reallyrtgkinto
account of either environmental and social conditdd mining location of ore nickel seller or oth@oduct of
upper mining. These buyers attention are based@dalivery accuracy and supply. When the buyershas the
ship to the location of ore nickel production ofnimig company, and there is a social problem, mioipegration
can be obstructed in such way and the processigbialy loading can be also obstructed. Whereasijping
system, there is a penalty in the form of demurnaben the shipping process is delayed and theaebisnus
when the shipping is faster than the agreed schedalthe time the shipping process is obstructedisrupted,
therefore, it must be imposed by demurrage, eveyeieral this forfeit becomes the seller’s obligatihowever
when the value is too large, the seller will alswden to buyer. Demurrage for shipping capacitp@000 —
70.000 MT is US$ 8000 — 16000 per day. In such Wwayers in addition to taking into account of tlewacy
of ore delivery in order of subsequent productiemtimuity, they also consider the shipping fine.efidfore,
CSR as strategy in the business-level strateggrigimmportant to mining companies.

While on corporate-level strategy, mining compartagently must not only place the CSR solely osilbess
level, but also on corporate level in which haadoordance with their mission and vision. In mina@ognpanies,
company’s competitive power is not the main comfmrpurpose. The main company’s purpose is the
achievement of mining operation sustainability ihieh its operation social permit has been obtafinech the
community and operation permit is legally obtairfemin the government. Therefore, by placing the G&R
strategy on corporate strategy level, CSR will piete to all of the existing company strategiemasccordance
with stakeholders’ expectations and equally to camypmission. PT Weda Bay Nickel and PT Tekindo Einer
currently have put CSR as strategy on their cotpastrategy level which is reflected in vision angsion of
these both companies. PT Weda Bay Nickel's visioto iensure the sustainability of this projectia tuture by
establishing and growing the community’s senseebdiinging and participation in Economic Corridor Bapua

— North Maluku in accordance with the master pldneoonomic development declared by Indonesian
Government. While PT Tekindo Energi’s vision istie a global leading company mainly in nickel mining
industry, having professional services to all basmpartners and colleques and its mission is\e hastrong
team of management, systematic, effective, efficemd proffessional in each of its field; being atipr,
intergrity, innovative, respectful, environmentaitiendly and high added value to stakeholders.

5. Conclusion

Ideal model in implementing the CSR business disatas strategy in corporate-level strategy of ngnin
company is by involving at once all of three patiaamely the company, the government and the tgoicie
CSR preparation, implementation and reporting, &l &s society involvement in company’s policy and
operational implementation. The implementation nhestcommencing from the beginning of the company is
entering the site area. Benefit to company is ttéewement of company operation stability with tesult that

it will also achieve the company operation sustailitg since the operation permit from the govermtnand
social permit from the society has been obtainedeias to obtain operation permit from the govemraad
social permit of mining operation from the societyining company must be able to provide benefithe
government and the society. The society will reeeilie benefits, namely society welfare which wid b
improved. In addition to obtain attention of sociakponsibility from the government, they also obitey
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attention of social responsibility from the minimgpmpany. While for the government, benefit received
assistance upon government responsibility to implensustainable development to society. By obtgititis
assistance, government’s burden will be reducetthéyassistance of the mining companies.
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