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Abstract

Our study investigated the discrepancy between corporate sustainability narratives
and operational realities within the Indonesian extractive industry, focusing on the
strategic restructuring and rebranding of a major coal entity. We aimed to evaluate
whether asset spin-offs and "green" rebranding effectively facilitated a genuine
energy transition or served as defensive impression-management mechanisms. Our
study contributes by extending the legitimacy trap concept from a local socio-
political defense mechanism into a multi-scalar Environmental, Social, and
Governance (ESG) setting. Employing a qualitative case study approach with
interactive data analysis, we examined environmental, social, and financial
performance metrics from 2022 to 2024. The findings suggest a notable gap
between the company’s transition narrative and several reported operational
indicators. Despite securing the highest domestic environmental awards, the
entity's absolute greenhouse gas emissions and hazardous waste production
continued to increase. We also noted a decline in social investment and new
employee recruitment, indicating a neglect of the just transition principle.
Crucially, we found that domestic administrative legitimacy may not have been
sufficient to shield the company against global market pressures, as evidenced by
the entity’s inclusion in international exclusion lists and the termination of strategic
commercial contracts by global off-takers. We concluded that such "perception
engineering”" created a legitimacy trap, in which local compliance proved
insufficient to mitigate global financial delegitimation. Our findings emphasized
the urgent need for absolute decarbonization metrics over procedural
administrative reporting. Moreover, domestic regulatory approval can accelerate
rather than prevent international capital exclusion.

Keywords:
Energy transition, financial delegitimation, greenwashing, legitimacy trap,
transition-washing

1. Introduction

The escalation of the global climate crisis demands an urgent response from the energy industry sector,
considering that carbon dioxide emissions reached a record 57.1 GtCOze in 2023, which correlates
directly with the increase in hydrometeorological disasters (Olhoff et al., 2024). This crisis is
exacerbated by the continued operation and development of "carbon bombs"—fossil fuel projects with
potential emissions exceeding the 1.5 °C carbon budget by a factor of two—highlighting the urgent
need to defuse these projects to meet Paris targets (Kiihne et al., 2022). In Indonesia, this urgency is
manifest through the recording of 4,727 disaster events throughout 2025, where 99.26% were triggered
by extreme weather (PDSI Pusdatinkom, 2025). In response to these systemic risks, financial regulators
have mandated sustainability reporting under Peraturan Otoritas Jasa Keuangan No. 51/2017 (POJK
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51/2017) to increase issuer transparency (OJK, 2024). Theoretically, this regulation forces issuers to
build moral and normative legitimacy through sustainability reporting, rather than merely pursuing
financial metrics (Geraldina et al., 2023). However, firms often use these reporting mechanisms to make
symbolic gestures to maintain a "social license to operate" when faced with environmental crises,
without achieving substantive alignment (Engin & Akgoz, 2023).

Within this context, PT Adaro Energy Indonesia Tbk underwent a strategic transformation by changing
its identity to PT AlamTri Resources Indonesia (AlamTri) at the end of 2024, a move claimed to embody
a commitment to the energy transition and the green economy. Our study purposefully selects Adaro’s
transition to AlamTri as a "critical case" and "revelatory case" based on Yin’s (2018) methodological
framework for three reasons.

First, Adaro is a systemically significant energy giant in Southeast Asia; its operational pivots dictate
the economics of regional transition. Second, the structural mechanism used—the strategic carve-out
and spin-off of its main coal operations paired with an immediate eco-centric corporate rebranding of
the parent entity—serves as an active industry blueprint for "de-coalification" strategies. Third, this case
presents an extreme manifestation of the split-legitimacy paradox, achieving peak domestic
environmental accolades (Gold PROPER) while simultaneously triggering unprecedented transnational
capital flight and international blacklisting. Analyzing this specific entity thus provides a clear, scalable
analytical lens into the emerging global-local frictions of energy transition.

Domestically, AlamTri's transformation appears successful in building solid corporate legitimacy. The
company consistently maintained a Gold PROPER rating from the Ministry of Environment and
Forestry (KLHK) during the 2020-2024 period, an indicator of environmental compliance that goes
beyond compliance (Okta & Meiden, 2025). According to the official assessment framework, achieving
the Gold tier requires an extraordinarily long-term commitment that integrates sustainable business
strategies with cross-sectoral eco-innovations and highly impactful Corporate Social Responsibility
(CSR) programs focused on local economic empowerment and community welfare (Budianto, 2022;
Environment Indonesia Center, 2024). Furthermore, it demands absolute transparency through
sustainability reporting that discloses clear environmental and social impacts (Budianto, 2022;
Environment Indonesia Center, 2024). This established criterion creates a profound empirical paradox
within this case study. While the company officially captured the highest national token for community
and ecological excellence, its localized CSR investments simultaneously declined, and its absolute
physical emissions continued to expand (Budianto, 2022; Environment Indonesia Center, 2024).

The success of this reputation management is reinforced by impressive financial performance, with
Return on Equity (ROE) reaching 43.4% post-diversification (Auditua & Samputra, 2025). This
condition highlights a performance paradox, where significant corporate growth is often inversely
proportional to the ability or willingness to reduce carbon emissions, as profitability remains tied to
high-carbon activities (Chou et al., 2025). This behavior aligns with the "necessitarianism" frame often
used by fossil fuel companies to justify their continued existence as necessary services, despite their
role as the primary driver of climate change (Megura & Gunderson, 2022). Furthermore, the
accelerating treadmill of energy demand based on fossil-fuelled practices continues to drive emissions
upward, nullifying advances in efficiency and making climate mitigation exceedingly difficult
(Murphy, 2024).

However, a fundamental paradox lies at the heart of this research problem: the narrative of transition
success contradicts operational reality. The latest sustainability report data shows that the company's
Greenhouse Gas (GHG) emissions actually increased consistently, reaching 1.26 million tCOze in 2024,
inversely proportional to the green image constructed (PT AlamTri Resources Indonesia Tbk., 2025).
This phenomenon showcases a sharp decoupling between administrative sustainability claims and real
operational performance, indicative of a Green Paradox where administrative tightening does not
immediately translate to reduced physical emissions (Yin et al., 2022).
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In this case, the corporate restructuring, specifically the coal asset spin-off mechanism, is suspected by
the global market as a manipulative practice known as transition-washing, where structural maneuvers
are used to mask stagnant or increasing operational emissions (Kim et al., 2024; Varshney & Perotti,
2024). These maneuvers often use "techno-optimism" frames, acknowledging climate change as a
problem while recommending solutions—such as carbon offsets or structural engineering—that
preserve, rather than challenge, the carbon-intensive system (Megura & Gunderson, 2022). Such
structural decomposition of assets is often engineered to maintain financial efficiency for stakeholders
rather than achieving tangible environmental cohesion (Lorenc et al., 2023).

The research gap in our study lies in the discrepancy between domestic legitimacy and global
delegitimacy. Previous studies focus mainly on rebranding and financial success. In contrast, our study
highlights the failure of that strategy in international markets. For example, 143 financial institutions
included the firm in Exclusion Lists (Financial Exclusions Tracker, n.d.). Hyundai also canceled its
supply contract due to public pressure (Reuters, 2024). This phenomenon reflects a shift toward climate
delay discourses (Si et al., 2023). Firms link renewables with natural gas to obstruct climate action. This
delegitimation reflects temporal disorder (van Veelen, 2025). Local firms retain a promise of coal
profitability against global phase-out pressures. This highlights feasibility challenges for Leave Fossil
Fuels Underground (LFFU) approaches (Rempel & Gupta, 2022). The spin-off retains 15% minority
ownership to avoid emission consolidation. Global markets suspect this practice as transition-washing
(Kim et al., 2024; Peh & Yustika, 2025). This mirrors global trends where coal companies employ
"green coal" narratives (Martus & Fortescue, 2022). Domestic legitimacy failed to buffer against global
pressures. This highlights "fossil fuel racism" where environmental degradation is externalized
(Donaghy et al., 2023).

Based on this background, our research problem examines legitimacy management amidst
decarbonization pressures. We also investigate why structural engineering fails to convince global
stakeholders. Therefore, we pursue three specific research aims. First, we analyze the spin-off
communication strategy using greenwashing frameworks. Second, we evaluate the gap between
administrative claims and operational performance. Third, we interpret the shift in stakeholder salience
that drives financial losses. While existing literature traditionalizes the 'Legitimacy Trap' as a defense
mechanism against local socio-political pressures, we extend the concept by demonstrating how it
operates in a multi-scalar ESG environment. Over-reliance on local administrative compliance creates
a false sense of security that leads to a systemic trap when confronted by global ESG taxonomies,
revealing that domestic regulatory approval can inadvertently accelerate international capital exclusion.

2. Methods and Materials

The primary object of this research is AlamTri Resources Indonesia (formerly Adaro Energy Indonesia),
with a specific focus on its strategic sustainability communication and the corporate spin-off of its coal
assets. Our study examines the discrepancy between the company's domestic legitimacy and the global
market's response to its energy transition efforts within a comprehensive timeframe from 2022 to 2024.
The target window analyzes corporate sustainability reports from 2022 to 2024. This specific timeframe
is selected because it captures the critical operational and reporting period that directly built up to the
firm's peak domestic legitimacy, culminating in its Gold PROPER awards during the 2020-2024 period
(Okta & Meiden, 2025), while simultaneously preceding its major structural asset spin-off and corporate
rebranding. The data were collected via archival analysis of digital documents that are publicly available
on the Indonesia Stock Exchange official website, corporate portals, and international financial
supervisory databases accessible online.

2.1 Data Collection and Source Triangulation

The data collection utilizes documentation and literature studies to gather relevant secondary data
without interfering with the subject's operational activities. Data is collected from two main categories
to ensure validity through source triangulation. Internal corporate sources include Sustainability Reports
from 2022 to 2024 to obtain operational data on emissions, waste, and conservation claims. In practice,
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this triangulation is executed by directly comparing the corporate environmental claims from internal
reports against documented criticisms and blacklisting criteria from external databases to identify points
of alignment or discrepancies. Meanwhile, external sources include investment exclusion data from the
Financial Exclusions Tracker and reports from Greenpeace to assess global market sentiment and
negative ESG designations (Financial Exclusions Tracker, n.d.; Greenpeace, 2024). Our external data
are utilized specifically as indicators of institutional market sentiment, and their potential subjectivity
is addressed by only recording negative designations that are consistent with verifiable, documented
financial divestments.

Our research instrument employs a digital observation sheet designed to record and categorize
environmental performance metrics, such as GHG emissions and hazardous waste, alongside market
sentiment indicators like investment blacklists. The digital observation sheet categorizes variables into
environmental metrics, market sentiment indicators, and a comparative matrix, which supports the
analysis by systematically mapping how corporate disclosures align with external market penalties.

2.2 Data Analysis Procedures

The data analysis follows the qualitative interactive model as initially developed by Miles & Huberman
(1994). This analytical process integrates three concurrent activities: data reduction, data display, and
conclusion drawing/verification. Data reduction simplified raw disclosures into specific operational
metrics like Scope 1 emissions; data display mapped these metrics into a thematic matrix alongside
external greenwashing criticisms; and interpretation evaluated these gaps through the lens of
Legitimacy Theory. Initially, data reduction is performed by selecting and simplifying raw information
from sustainability reports to isolate key transition claims from strategic structural engineering.

Subsequently, the data display stage involves organizing the company's 'green’' narratives into thematic
matrices, juxtaposing them with factual data on emission increases and hazardous waste. Finally, the
analysis involves theoretical interpretation through the lens of Legitimacy Theory and the concept of
transition-washing. To ensure internal validity, we employ the pattern-matching approach as suggested
by Yin (2018). We compare empirically observed restructuring patterns with predicted theoretical
frameworks of corporate delegitimization. The expected theoretical pattern predicts that widening ESG
performance gaps will trigger institutional divestment, which is consistent with the observed empirical
pattern of the company being placed on international investment blacklists.

3. Results and Discussions

The corporate restructuring of PT Adaro Energy Indonesia Tbk into PT AlamTri Resources Indonesia
(AlamTri) at the end of 2024 produced divergent trajectories across financial, operational,
environmental, and social dimensions. In official Sustainability Reports (2022—2024), management
framed this transformation as a necessary structural realignment to pioneer the green energy transition
in Southeast Asia. However, an empirical evaluation of disclosed figures demonstrates a clear
decoupling between corporate narratives and operational metrics.

The immediate financial and operational impact of carving out the primary coal subsidiary (PT Adaro
Indonesia) resulted in a substantial contraction of operational scale. As mapped in Figure 1, total
operational assets contracted by 36.0%, falling from USD 10,473 million in 2023 to USD 6,702 million
in 2024. Operating revenues also adjusted from USD 2,135 million in 2023 to USD 2,079 million in
2024 (and USD 1,874 million in 2025). Sustainability Reports attribute this structural scale reduction
directly to the deconsolidation of core coal assets. Conversely, corporate net profits expanded by
125.1% during the same period. Corporate disclosures explain this profit spike as a non-recurring
accounting revaluation gain derived from the strategic divestment rather than core operational growth.
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Figure 1. Trend of operational and financial performance. (Source: Processed from Company
Sustainability Reports).

Despite the 'green' narrative—which is defined as a strategic corporate communication framework
characterized by symbolic eco-centric rebranding, green visual identities, and the public amplification
of localized administrative compliance awards (e.g., Gold PROPER ratings) to project a transition-
aligned corporate image—operational data from the audited Sustainability Reports shows a consistent
increase in environmental loads (PT AlamTri Resources Indonesia Tbk., 2025). Absolute greenhouse
gas (GHG) emissions peaked at 1,26 million tCOse in 2024, representing a 17.3% expansion over 2022
levels (PT AlamTri Resources Indonesia Tbk., 2025). As visualized in Figure 2, this rise in physical
carbon output was accompanied by steady increases in absolute energy consumption (+24.3%) and
hazardous waste (B3) generation (+47.2%), confirming a structural decoupling between symbolic
compliance and absolute physical performance (PT AlamTri Resources Indonesia Tbk., 2025).
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Figure 2. Trend of increasing environmental burden (2022—-2024). (Source: Processed from Company
Sustainability Reports).

The restructuring process also exerted divergent impacts on social and workforce performance. In
official reporting, management emphasized organizational streamlining and diversity improvements.
As detailed in the audited data, female employee representation increased by 25.8%, rising from 838
personnel in 2022 to 1,054 in 2024, alongside a marginal 2.0% gain in employee engagement scores
(from 86% to 88%).

However, broader social commitments underwent severe contraction. As visualized in the indexed data
in Figure 3, corporate social responsibility (CSR) expenditures dropped by 41.3%, falling from IDR
160 billion in 2022 to IDR 94 billion in 2024. The most drastic reduction was observed in human capital
investment, where new recruitment plummeted by 69.5%, decreasing from 3,358 new hires in 2022 to
just 1,023 in 2024. The average training hours also showed volatility, peaking in 2023 before
normalizing. Corporate disclosures frame these budgetary adjustments as operational rightsizing
following asset deconsolidation.



Indonesian Journal of Energy Vol. 9 No. 2 (2026) 181 — 190 186

—
5
o

125.8

119.7
1NDR) (Green)
=== -4~ New Recruitment (People) (Orange)

=&~ Female Employees (People) (Red)

100)
>
o

-
o
o

60

40

Indexed Value (2022

N

20 305

2022 (Baseline) 2023 2024
Figure 3. Social and labor performance. (Source: Processed from Company Sustainability Reports)

This divergence between domestic administrative compliance and physical environmental performance
produced material repercussions in the international capital market. While domestic disclosures framed
the corporate transformation as an eco-friendly milestone, global financial markets reacted with
heightened skepticism. To ensure empirical objectivity, these transnational market responses were
tracked strictly through independent, verifiable institutional registries. As summarized in Table 1, the
company faced documented exclusionary actions from 143 global financial institutions, inclusion in
international coal blacklists ("Dirty 30"), and the commercial termination of strategic clean energy
supply MoUs (such as the aluminum supply agreement with Hyundai). These external market actions
demonstrate that domestic regulatory accolades failed to buffer the entity against global market
pressures and ESG exclusion criteria.

Table 1. International market response and reputation risk (2024).

Reputational Risk Indicators Documented Status / Metric  Primary Source &
Verification Database

Institutional divestment & Exclusion by 143 financial Financial Exclusions Tracker

exclusion institutions (Global Financial Exclusions

Database, nd)
Transnational ESG designation =~ Designated on the international Greenpeace (2024)
"Dirty 30" Coal List
Commercial agreement Withdrawal from the (Reuters, 2024)
termination Aluminum Supply MoU
Source: Financial Exclusions Tracker (n.d), Greenpeace (2024), and Reuters (2024)

3.1 Reputation vs. Reality: Analysis of Decoupling and the Green Paradox

Our results show a significant divergence between domestic administrative legitimacy and operational
environmental reality. The strategic restructuring through the coal asset spin-off into AlamTri
Resources Indonesia created a "decarbonization paradox," where financial performance remained
strong, but absolute environmental burdens increased. This is consistent with concerns about transition-
washing, where spin-off mechanisms are utilized to create artificial accounting emission reductions
without conducting substantive internal decarbonization (Kim et al., 2024).

Our findings support the argument that corporate restructuring is often a maneuver to "greenwash"
balance sheets rather than a sincere effort toward decarbonization (Varshney & Perotti, 2024). The
company employs a "techno-optimism" frame, acknowledging climate change as a problem while
recommending solutions that preserve the carbon-intensive system, thus constituting a subtle form of
climate denialism (Megura & Gunderson, 2022).

Our research suggests that domestic administrative labels, such as the PROPER Gold rating, are no
longer sufficient to reflect actual environmental performance when faced with absolute physical load
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metrics. Furthermore, the decline in social investment (CSR) and employee recruitment aligns with
findings indicating that green economy policies are frequently used as a shield for aggressive labor
efficiency, thereby neglecting the Just Transition principle (Braga & Ernst, 2023). This paradox
highlights a Green Paradox, where the anticipation of tightened regulation leads to maximized
production and increased emissions before the eventual spin-off, nullifying advances in efficiency
through an accelerating treadmill of demand (Murphy, 2024; K. Yin et al., 2022).

3.2 Transition-washing within Legitimacy Trap

The phenomenon of financial delegitimation at the global level is the most critical finding. Despite
maintaining domestic legitimacy through national awards, the company failed to meet the expectations
of international stakeholders who possess higher power and urgency. The inclusion of the group in the
Exclusion Lists of 143 financial institutions and the termination of strategic contracts by Hyundai, as
reported by Greenpeace (2024), serve as empirical evidence that the reputational risks associated with
transition-washing have transformed into tangible commercial losses. The company's strategic shift
from outright climate denial to nuanced discourses of climate delay on social media, linking renewables
with natural gas to obstruct immediate action, has proven ineffective against global scrutiny (Si et al.,
2023).

Our results are consistent with the Stakeholder Salience theory, demonstrating that global public
pressure is now capable of directly influencing commercial revenue beyond the boundaries of national
regulation. Furthermore, the failure of domestic legitimacy to buffer against global pressures highlights
the need to address "fossil fuel racism," where the externalization of environmental degradation onto
local communities drives global financial institutions to reject companies contributing to these injustices
(Donaghy et al., 2023).

Consequently, our study recontextualizes the concept of the 'Legitimacy Trap' within the contemporary
framework of energy transition. Over-reliance on local administrative compliance creates a false sense
of security that leads to a systemic trap when confronted by global ESG taxonomies. Ultimately, the
findings suggest that the 'social license to operate' has evolved into a globalized mandate, where
domestic legitimacy is no longer a standalone defense against international financial delegitimation.
This highlights the feasibility challenges of LFFU (Leave Fossil Fuels Underground) approaches, as
powerful vested interests continue to delay the retirement of existing fossil infrastructure despite
international financial pressure (Rempel & Gupta, 2022).

4. Conclusions

Our study investigated the sustainability communication strategies and structural engineering
techniques employed by AlamTri Resources Indonesia to manage legitimacy amidst global
decarbonization pressures. By analyzing sustainability reports, financial data, and market reactions, our
research reveals that the company's rebranding and coal asset spin-offs served as a defensive impression
management mechanism, indicative of transition-washing practices.

Our results demonstrate a significant decoupling between the company’s transition narrative and its
operational reality; despite adopting a "green" identity, the data shows a persistent, absolute increase in
Greenhouse Gas emissions, reaching 1.26 million tCOe in 2024, along with a sharp rise in hazardous
waste production. These findings underscore how fossil fuel firms perpetuate the "treadmill of
production,”" where incremental efficiency gains are nullified by the continued pursuit of maximizing
output, driving emissions upward despite transition rhetoric.

Our research contributes to the academic literature on corporate sustainability by establishing that
domestic administrative compliance is insufficient to mitigate global climate risks. The extreme
legitimacy gap identified has escalated into tangible financial delegitimation, evidenced by the
company's exclusion from 143 international financial institutions and the termination of strategic
commercial contracts, such as the aluminum supply MoU with Hyundai. This delegitimation reflects
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the failure of "climate delay" tactics—such as linking renewables with natural gas—to satisfy
international stakeholders who are increasingly aware of "carbon bombs" and the need to defuse them.
Consequently, 'perception engineering' through spin-offs faces diminishing returns as international
markets shift focus from procedural compliance to absolute physical decarbonization metrics.

This study has inherent analytical limitations. First, our empirical evaluation relied primarily on
secondary corporate disclosures and external institutional databases without primary interview data.
Second, the analytical timeframe was limited to the 2022-2024 restructuring window, which may not
capture the long-term operational impacts of the spin-off. Third, as a single-case study on an Indonesian
energy giant, the findings may require contextual adaptation before generalization to other emerging
markets.

For managers, we recommend prioritizing absolute physical decarbonization and Scope 3 disclosures
to regain trust. Local awards cannot buffer against global divestment. Furthermore, firms must address
"fossil fuel racism" because externalizing environmental harms is unviable globally. For regulators,
national reporting standards must harmonize with global ESG taxonomies to close spin-off accounting
loopholes. Future research should use longitudinal primary data, such as investor interviews, to explore
global market rejections of domestic transition narratives.
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