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This paper examines the regulatory potential of EU legislation to push forest-dependent companies to transition from causing forest
degradation towards ecologically sustainable forest management. Such a transition is urgent because industrial logging of primary forests.'
remains a structural part of the forest economy, contributing to ecosystem degradation and climate instability.

Using institutional theory, this study explores how EU regulation may shape such companies’ behaviour and their business models. We apply
the Lessig model (1998)” that argues that law can regulate, directly or indirectly, social and cultural norms (‘norms’), market dynamics
(‘market’), and the physical environment (‘architecture’). From this perspective, we analyse the potential of the EU Taxonomy Regulation
(TR), the EU Corporate Sustainability Reporting Directive and the European Sustainability Reporting Standards (ESRS), the EU Corporate
Sustainability Due Diligence Directive (CSDDD), the European Omnibus package, the EU Deforestation Regulation (EUDR), and the EU
Nature Restoration Law (NRL) to urge forest-dependent companies towards new business models.

Findings indicate that effective legislation has the potential to reconfigure industrial architecture from primary forest logging towards
ecologically sustainable forestry. However, current EU regulation does not explicitly mandate companies to adopt biodiversity transition
plans (norms), nor effectively protect existing European primary forests (architecture). Nonetheless, it is argued that climate transition plans
also require forest-dependent companies to shift from forest degradation practices to ecologically sustainable forest management. This
transition is essential because forests play a crucial role in absorbing carbon emissions and in providing climate stability.
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1. INTRODUCTION: HOW EU POLICIES ARE SHAPING THE FUTURE
OF THE FOREST SECTOR

plastics). Only stratospheric ozone depletion (thinning of the ozone

layer), atmospheric aerosol loading (increase in airborne particles), and

Throughout history, human activities - particularly those originating
from the Global North - have increasingly pressured land, soil, and
freshwater resources, often leading to environmental degradation and
pollution. Six of the nine Planetary Boundaries, i.e., our life support
systems as defined by the Stockholm Resilience Centre, have been
transgressed.” The Planetary Boundaries that have been crossed are
climate change, biosphere integrity (biodiversity loss and ecosystem

ocean acidification (rising acidity in ocean water) are still within the
Safe Operating Space.” Whereas the concept of the Planetary
Boundaries focuses on the impact for humans, other statistics monitor
the development of biodiversity loss in terms of species. The Living
Planet Index of the World-Wide Fund for Nature (WWE) shows that
worldwide populations of mammals, birds, reptiles, amphibians, and
fish have declined by 75% on average during 1970-2020. Furthermore,

degradation), land-system change (generally caused by deforestation, IPBES - the Intergovernmental Platform for Biodiversity and

Ecosystem Services - concluded that biodiversity loss is directly related
to human activity with land-/ sea-use change, direct exploitation of
organisms, climate change, pollution, and the introduction of invasive

agriculture, and urbanization), freshwater change, modification of
biogeochemical flows (disruption of natural nutrient cycles), and novel

entities (release of synthetic substances into the environment, such as
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1 Primary forests can be defined as forests of native species where there are no clear signs of human activity, and where ecological processes are not significantly undisturbed.
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alien species as key drivers of negative change.” Consequently, to halt
biodiversity loss, business models and economic systems must shift
from extraction to regeneration® and redefine how natural resources,
including forests and the ecosystem services they provide, are valued
and managed.” This also implies a fundamental revision in how we as
human beings see our role as part of the living world.®

An urgency for change is reflected in initiatives such as the UN
Decade on Ecosystem Restoration (2021-2030) and the EU
Biodiversity Strategy for 2030, which both aim to prevent, halt and
reverse ecosystem degradation and encourage restoration. Along
with the EU Biodiversity Strategy 2030, an updated EU Forest
Strategy was launched in which long-term goals were set to enhance
forest resilience, biodiversity, and climate contributions while sup-
porting rural economies and sustainable forest-based industries.’
Anchored in the European Green Deal,'® major policies and laws
have been introduced such as the EU Taxonomy Regulation (TR),""
the EU Corporate Sustainability Reporting Directive (CSRD),'?
which Directive is connected to the delegated EU act which contains
the reporting KPIs, i.e., the European Sustainability Reporting
Standards (ESRS),'* and the EU Corporate Sustainability Due
Diligence Directive (CSDDD),"* aiming to shape corporate
accountability and sustainability. In addition, thereto, the EU
Deforestation Regulation (EUDR)'® and the EU Nature Restoration
Law (NRL; which is also an EU regulation)'® emphasize and push
for reducing deforestation, restoring ecosystems, and aligﬁing cor-
porate strategies with climate and biodiversity goals.'”

Due to lobby activity by EU Member States and by industry

actors, the European Commission launched an Omnibus Package in

IPBES, The Global Assessment Report on Biodiversity and Ecosystem Services (2019).
D. Loorbach, Transition Management: New Mode of Governance for Sustainable Development, North (2007).
Stuart Butchart, Matt Walpole, Ben Collen, Arco Van Strien, Jorn Scharlemann, Rosamunde Almond, Jonathan Baillie, Bastian Bertzky, Claire Brown, John Bruno, Kent

January and February 2025 to streamline and simplify this legal
framework, in particular the CSRD, CSDDD, and the TR On 14
April 2025, the Council of the EU formally adopted the “Stop-the-
clock’ Directive- part of the Omnibus I package, covering the dates
from which Member States are to apply certain corporate sustain-
ability reporting and due diligence requirements.'’ This Directive
was published in the Official Journal of the European Union on 16
April 2025 and entered into force on 17 April 2025. The second
element - Omnibus 1I - includes substantive amendments to CSRD
and CSDDD beyond the reporting timeline changes. Omnibus 1T is
still subject to negotiations and potential revisions including the
submission to the European Parliament before any changes to the
laws can be adopted. Hence in this article, we can only base our
analysis on the existing laws and Omnibus I, mentioned above.

This research focuses on how EU regulation aims to influence
corporate strategies and business models within the forest economy
by redefining the balance between economic development, envir-
onmental conservation, and social well-being. The selected EU
legislative measures encourage a transition from extractive forestry
practices to restoration and regeneration, aligning business models
with sustainability goals, such as limiting global warming to 1.5°C,
and enabling life on Earth for the long term.”® EU legislative
measures that are in scope of this study are the TR, the CSRD and
ESRS, the CSDDD, the EUDR, and the NRL. As such, we connect
with the Compliance to Transparency and Participation obligation
as a primary principle of the CSRD, in combination with certain
aspects of transparency and participation being embedded in the
TR, the CSDDD, the EUDR, and to a lesser extent, the NRL.

Carpenter, Geneviéve Carr, Janice Chanson, Anna Chenery, Jorge Csirke, Nick Davidson, Frank Dentener, Matt Foster, Allesandro Galli & Reg Watson, Global Biodiversity:
Indicators of Recent Declines, 328 Sci. 1164-8 (2010), doi: 10.1126/science.1187512.
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By examining the institutional context, we explore how EU reg-
ulation intends to steer corporate pathways, fostering a sustainable
forest economy as an alternative to industrial logging of primary
forests. The emphasis is on the Land Use, Land-Use Change, and
Forestry (LULUCF) sector. This term, used within the UN
Framework Convention on Climate Change?' and EU regulation™
covers the management of forests, agricultural land, and other eco-
systems to mitigate greenhouse gas emissions or sequester carbon.
The primary emphasis is on three elements™ (1) land use — with a
particular focus on forestland remaining forestland and land con-
verted to forestland; (2) land-use change - referring to changes over
time, including deforestation, afforestation, and reforestation; and (3)
forestry - the management and conservation of forests. Companies
operating in the LULUCF sector are hereafter referred to as forest-
dependent companies. Hence, the scope is broader than the tradi-
tional forestry companies - i.e., timber and logging companies - whose
primary activity is the management, harvesting, and processing of
forest resources for timber products, wooden pellets for bioenergy,
paper products or for clearing a forest area to convert it into farmland
or for another destiny. The term ‘forest-dependent companies’ also
refers to other business models that derive their business value from
intact forest ecosystems. For example, companies that are in the
business of forest restoration, forest conservation, eco-tourism,
carbon dioxide emission (CO,) credit or biodiversity credit generation,
wildlife management, hunting, and fishing.

For companies subject to the CSDDD, compliance requires inte-

grating sustainability into their core strategies. Specifically, they must:

adopt and put into effect a transition plan for climate change
mitigation which aims to ensure, through best efforts, compat-
ibility of the business model and of the strategy of the company
with the transition to a sustainable economy and with the limiting
of global warming to 1,5°C in line with the Paris Agreement™
Although the Omnibus package to simplify the CSRD and the

CSDDD removes the requirement to ‘put into effect’ a climate

change transition plan to align with the CSRD and proposes that
transition plans now include ‘an outline of implementation mea-

sures, planned and taken’. This obligation underscores the growing

regulatory push for companies to actively contribute to environ-
mental sustainability rather than merely minimize harm.

This research addresses the question: How does EU regulation
envisage and encourage corporate transition plans to shift the current
exploitative use of (primary) forests toward a regenerative and eco-
logically sustainable forest management model?

Traditional doctrinal legal research will be employed to address
this research question, i.e., examining, analysing, and comparing
existing EU regulation pertinent to the research object. The research
objective is to add to the understanding of how EU legislative
measures that are relevant for forest-dependent companies might
impact their corporate strategy and business model through evol-
ving standards on a transition towards an economic system that
operates within the ecological and social boundaries of Earth’s
carrying capacity. As such, this study explores the interconnectivity
between the different EU legislative initiatives and how this might
add to an effective EU agenda aiming to establish a climate-neutral
Europe by 2050.

Forests are broadly classified as natural forests and plantation
forests. Natural forests are defined as biodiverse ecosystems pri-
marily composed of indigenous tree species that develop with
minimal human intervention, thereby supporting complex ecologi-
cal processes and native species balance.?® Plantation forests, in
contrast, are cultivated through planting or seeding, often for timber
production, food, or carbon sequestration purposes.”® The focus of
this study is on natural forests, particularly primary forests, because
of their high ecological importance both for biodiversity within
forest ecosystems as well as their climate regulation attributes.
Primary forests host a wider range of species, including rare and
endangered ones, because of their complex structure and variety of
habitats. In contrast, plantation forests, typically made up of
monocultures, do not offer the same level of biodiversity.”’

A critical concept in the study is ecologically sustainable forest
management which is founded on three principles: (1) maintenance
of ecological processes within forests, such as soil formation, energy
flows, and carbon, nutrient, and water cycles; (2) preservation of the
biological diversity of forests; and (3) enhancement of the net social
benefits derived from forest uses, within ecological limits, while
safeguarding future options.®®

United Nations Framework Convention on Climate Change (1998), https://unfccc.int/kyoto_protocol.
EP, Land Use in the EU 2030 Climate and Energy Framework. European Parliament Briefing EU Legislation in Progress (Jul. 2018), https:llwww.europarl.europa_eul:hjnktanklﬁ/
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This research discusses the forest economy transition against the
background of evolving EU regulation, whilst putting this into the
perspective of adjacent international frameworks such as the
Kunming-Montreal Global Biodiversity Framework (KM-GBF)*
and the Taskforce on Nature-related Financial Disclosures (TNFD).*"
The latter two are relevant for the international forest economy as
they emphasize a need to address biodiversity loss and integrate
Nature® into economic policies and corporate decision-making.
Acknowledging that EU sustainability legislation has been intro-
duced relatively recently and continues to evolve, a more adaptive
approach to traditional doctrinal research is applied. By employing
the sociology of law approach, using Lessig’s framework,*? this
study seeks to examine the institutional dynamics that influence the
regulated entity - forest-dependent companies, focusing on the
element of law.

The upcoming sections are structured as follows. Section 2
highlights the critical role of primary forests in sustaining life on
Earth, as underscored by the Planetary Boundaries framework.
Section 3 draws on institutional theory to explore how external
influences, such as regulation, can legitimize and drive changes in
business models and corporate behaviour. We examine how
regulations, cultural norms, and societal expectations influence
corporate strategy and environmental corporate practices.

The argument is made that institutional theory suggests that
legal frameworks arise from society’s need for legitimacy and
stability.*® Tt is suggested that organizations, including compa-
nies, derive legitimacy from adhering to societal norms, values,
and expectations.*® This concept is applied to the forest economy
transition, analysing how forest-dependent companies enhance
their legitimacy and survival through sustainable forestry prac-
tices. Section 4 analyses the emerging EU sustainability regulation
relevant for forest-dependent companies and discusses the

29
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34

35
36
37
38

UNEP (2020).
Lindenmayer & Bowd, supra n. 25.

39

Stefanie Holzwarth, Frank Thonfeld, Sahra Abdullahi, Sarah Asam, Emmanuel Canova, Ursula Gessner, Juliane Huth, Tanja Kraus,
Observation Based Monitoring of Forests in Germany: A Review, 12 Remote Sensing (2020), doi: 10.3390/rs12213570.

implications for the business models of these companies. Finally,
section 5 offers a synthesis of the key points and concludes the

discussion.

2. THE RELEVANCE OF HEALTHY FOREST ECOSYSTEMS

2.1. Primary Forests are Valuable Ecosystems that Fulfil Many

Essential Functions
Forests account for approximately 31% of the total land area on
Earth.* They are crucial for biodiversity as forests facilitate life in
the ecosystem, amongst others through their photosynthesis cap-
ability. Forests contain 60,000 different tree species, 80% of amphi-
bian species, 75% of bird species, and 68% of the world’s mammal
species.*® Particularly old-growth trees (with a maturity over 120
years) have a high biodiversity value.”

Beyond their role in preserving biodiversity, forests provide
essential ecosystem services that sustain human and non-human
life. These services can be categorized into provisioning, supporting,
regulating, and cultural services.”® Provisioning services include the
supply of timber, water, and food products such as fruits, seeds,
honey, mushrooms, and herbs. Forests also support biodiversity by
providing habitats, replenishing oxygen in the air, purifying water,
and capturing atmospheric carbon through photosynthesis, storing
it in biomass and s0il.* Regulating services include water and air
purification, carbon emissions absorption, climate stabilization,
erosion prevention, and acting as a buffer against physical climate
risks. Culturally, forests hold significant spiritual, recreational, and
aesthetic value.*” Given these important attributes, restoring and
preserving forests can be regarded as essential for achieving climate
goals.*! For example, between 2001 and 2019, the world’s forests
absorbed approximately twice the amount of CO, they released.

Acting as a carbon sink, forests are sequestering a net 7.6 billion

Convention on Biological Diversity, Conference of the Parties (COP) to the Convention on Biological Diversity: Kunming-Montreal Global Biodiversity Framework, CBD/COP/15/

TNED, Recommendations of the Taskforce on Nature-Related Financial Disclosures (Sep. 2023), https://tnfd global/tnfd-publications.
We adopt the approach of various scholars and organizations, including the United Nations Harmony with Nature Programme, which capitalizes ‘Nature’ to semantically
present it as a subject (as outlined in footnote 1 of UN GA Resolution A/75/266). This convention also underscores a deliberate distinction from the lowercase,

anthropocentric

T. Parsons, Suggestions for a Sociological Approach to the Theory of Organizations: 1. 2. Administrative science Quarterly: ASQ; dedicated to advancing the understanding of

J. Dowling & J. Pfeffer, Organizational Legitimacy: Social Values and Organizational Behavior, 18 Pac. Sociological Rev. 122-136 (1975), doi: 10.2307/1388226
J. Meyer & B. Rowan, Institutionalized Organizations: Formal Structure as Myth and Ceremony, 83 Am. J. Soc. 340-363 (1977), doi: 10.1086/226550.
FAO, The State of the World's Land and Water Resources for Food and Agriculture - Systems at Breaking Point. Main Report, Rome (2022), https://doi.org/10.4060/cb9910en.
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582 (1997), doi: 10.1038/4155.

Pushpam Kumar, The Economics of Ecosystems and Biodiversity - Ecological and Economic Foundations (Earthscan, United Nations Environment Programme 2010).
F. Seymour, M. Wolosin & E. Gray, Not Just Carbon: Capturing Al the Benefits of Forests for Stabilizing the Climate from Local to Global Scales (World Resources Institute
2022), https://doi.org/10.46830/wrirpt.19.00004.
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metric tonnes of CO, annually, which is 1.5 times the total carbon
emissions of the United States each year.*? Forests play a crucial role
in the global water cycle through processes like transpiration and
evaporation. It is estimated that changes in land cover, particularly
deforestation, have caused a 5-6% decline in global moisture in the
atmosphere.**

The concept of ecological integrity, which refers to an ecosys-
tem’s ability to function in a natural, undisturbed state, is strongly
associated with primary forests. This includes maintaining health,
resilience, biodiversity, and natural processes over time,** Ensuring
the ecological integrity of forests is crucial for maintaining their
ability to provide essential services. The KM-GBF underscores this
imperative by establishing a target to curtail biodiversity loss in
high-value areas, encompassing those with substantial ecological
integrity, to a state approaching zero by the year 2030.** The scope
of the KM-GBF is all 196 countries that signed and ratified the
framework at the UN Biodiversity Conference in December 2022,

The EU Biodiversity Strategy for 2030 on the other hand aims to
protect and restore Nature in the EU only. Similarly to the KM-
GBF, the NRL also prioritizes primary forests referring in the pre-
amble to the EU Biodiversity Strategy for 2030 and the commitment
to legally protect a minimum of 30% of the land, ‘of which at least
one third should be under strict protection, including all remaining
primary and old-growth forests’. Furthermore:

protected areas can provide an important contribution to the restora-
tion targets in the EU Biodiversity Strategy for 2030, by creating the
conditions for restoration efforts to be successful. This is particularly
the case for areas which can recover naturally by stopping or limiting

some of the pressures from human activities.*®

2.2. The State of Forests

Despite the ecological value of forest ecosystems, between 2000 and
2023, approximately 488 million hectares of tree cover were lost

worldwide due to deforestation, degradation, and land-use changes.
This equates into approximately 12% of global tree cover in 2000."
Tree cover refers to the percentage of land area covered by the
canopy of trees.*® If we zoom in on deforestation - defined as the
conversion of forestland to other land uses - approximately 100
million hectares of forest were lost between 2000 and 2020."” Hence,
about one-fifth of global tree cover loss can be attributed to defor-
estation, with the remainder being forest degradation. Although the
deforestation percentage may be seen as small, it represents signif-
icant biodiversity loss in crucial tropical biomes in the Amazon,
Southeast Asia, and Central Africa. In a similar trend, the number of
forest species has markedly decreased, as highlighted by the WWF
for Nature, which reported a 79% decline in monitored forest
populations of birds, mammals, and herptiles between 1970 and
2018.° Hence, the conclusion is that from a planetary boundary
perspeclive, forest areas have decreased to below their safe levels for
regeneration in a natural way.’' As such, we are witnessing biodi-
versity declining at an alarming rate, impacting all present and
future life on the planet.

Primary forests are distinguished by their spontaneous growth
from the original forest cover, self-replication, and minimal human
influence. The Food and Agriculture Organization of the UN (FAO)
defines primary forests as ‘naturally regenerated forest of native
tree species, where there are no clearly visible indications of
human activities and the ecological processes are not significantly
disturbed’** As emphasized in the EU Forest Strategy for 2030,
announced in 2021, primary forests are unique, irreplaceable, and
critical for supporting biodiversity.>> Although minor harvesting or
management may occur, primary forests often include old growth
stands that have developed over centuries, featuring unique struc-
tural and ecological characteristics.>

Primary forests, especially old growth stands, have many irre-
placeable characteristics that have been built over many hundreds of
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World Resources Institute — Global Forest Review 2024, https://research.wri.org/gfr/global-forest-review;
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years. As a result, these forests play a crucial role in a variety of
ecological and ecosystem services ranging from biodiversity to car-
bon storage, and resilience.’® However, the extent of old growth
forests has significantly declined in many regions including Europe
due to land clearing for agriculture, industrial as well as illegal
logging, wildfires, insect infestations, urbanization, mining, roads,
and climate change. Consequently, old growth forests are widely
acknowledged as being at a critical stage in their lifecycle.”®

Under its new forest strategy for 2030, the EU wants to strictly
protect the last remaining 3% of its primary and old growth forests.
Despite their exceptionally high and unique biodiversity value, the EU
still needs to fully map its primary and old-growth forests and establish
a protection regime. As mentioned, ‘to maintain the undisturbed
character of strictly protected forests it is essential to leave the dynamic
of the forest cycle in these forests as much as possible to natural
processes, limiting extractive human activities, while finding synergies
with sustainable ecotourism and recreational opportunities’.*”

Most of the identified primary and old-growth forests in the EU
are concentrated in Sweden, Bulgaria, Finland, and Romania.*® As
part of the next steps the EU published its ‘Guidelines for Defining,
Mapping, Monitoring and Strictly Protecting EU Primary and Old-
Growth Forests’ in 2023. This included a timeline for finalization of
the mapping in 2025 and a strict protection by the end of 2029.°° In
summary, two conclusions emerge. First, the mapping of primary and
old-growth forests in the EU remains incomplete, with ~75% still
requiring assessment.*’ Second, strict protection measures for these
forests have yet to be fully implemented, leaving them vulnerable to
ongoing illegal logging and degradation in the coming years.

2.3. Balancing the Bioeconomy With Forest Resilience

Forests have historically been valued primarily for their timber provi-
sion; however, there has been a notable shift in recent years towards
managing forests for renewable biological resources. This transition has
catalysed the emergence of the bioeconomy, which emphasizes the

55 Lindenmayer & Bowd, supra n. 25.

sustainable production of food, energy (e.g,, biomass) and industrial
goods from renewable sources within a circular framework. Circular
wood-fibre products have become essential in various industries,
including construction, energy, packaging, chemicals, and textiles.

While the increasing demand for wood products and biomass
supports the growth of the bioeconomy, it also raises critical con-
cerns. A greater reliance on forest-based resources increases the
already existential risks to biodiversity. Moreover, it reduces the
capacity of forests to absorb carbon emissions and fulfil other
climate regulatory and stabilizing functions, thereby highlighting the
need for policies and legislation that encourage replacing exploita-
tive practices by restorative practices. Projections indicate that
worldwide tree harvests will escalate by 54% from 2010 levels by
2050,%" reaching levels comparable to annual carbon emissions from
land-use changes driven by agricultural expansion. These dynamics
are further complicated by wildfires, which accounted for 25% of
global tree cover loss from 2000 to 2019.°> With climate change and
ongoing forest degradation expected to intensify, the challenge of
maintaining healthy forest ecosystems grows.

For a bioeconomy building on plantation forestry to be genu-
inely sustainable, it is vital to balance the demand for forest
resources with measures that mitigate biodiversity loss, reduce car-
bon emissions, and address escalating threats of wildfire and climate
change. Effective management, alongside policies and actions
focused on restoration and regeneration, are crucial in ensuring
forests remain a sustainable and resilient resource for current and

future generations, and to support a stable climate.

THEORETICAL FRAMEWORK ON THE INSTITUTIONAL CONTEXT
AND BUSINESS MODEL TRANSITIONS

3.

This section explores the connection between institutional theory,
the sociology of law, and shifting business behaviour, focusing on

the legitimizing role of regulation. Research on public governance
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