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Purpose: This paper aims to build knowledge about forestry and plantation companies’ 

engagement in corporate environmental responsibility (CER) in Indonesia, investigating the 

factors that drive them to engage in CER. 

Design/Methodology/Approach: The practices of Indonesian companies in the forestry and 

plantation sectors as they engage in CER were analysed. A combination of desk-based 

research using comparative case study approach and face-to-face interviews was used, 

involving three groups of stakeholders: (1) government policy-makers; (2) practitioners 

involved in the forestry and plantations sectors; and (3) NGO activists and academia. 

Implications for further research with a focus on reducing deforestation and degradation in 

the forest and plantation sectors were also derived.  

Findings: The paper identifies key driving forces that lead Indonesian forestry and plantation 

sectors to engage in CER. It also provides an insight on the diverse strategies that these 

companies employ as part of their CER policies. The paper finally identified a number of 

strategies to further CER research and its potential role in reducing emissions from 

deforestation and degradation (REDD+) within the forestry and plantation sectors in 

Indonesia. 

Research Limitations/Implications: The research was limited to pulp and paper industry in 

Indonesia. The scope of the research could be expanded by enlarging the number of 

examined case studies and interviews. Further research could be conducted in similar 

industries at an international level, allowing for a comparison of CER engagement between 

industries’ context.  
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Originality/Value: This paper contributes to the emerging literature of CER, with a 

particular focus on the forestry and plantation sectors. It could be of interest to companies 

within this sector to improve their practices of sustainability and environmental reporting, as 

well as reduce emissions from deforestation and degradation.  

Keywords: Corporate environmental responsibility, Forestry and Plantation Sector, 

Indonesia 

Paper Type: Case study  

 

1.0 Introduction 

Over recent years there has been an increased interest in the concept of corporate 

environmental responsibility (CER) (Holtbrügge and Dögl, 2012). The trend has followed as 

a response to environmental NGOs, media and local community groups influencing 

companies to undertake initiatives that promote greater environmental and social 

responsibility. The forestry and plantation sector is considered to have high environmental 

impacts and as a consequence, societal demands have focused on environmental issues that 

integrate sustainability within the existing CER frameworks, making this sector particularly 

relevant for such a study.  

 

This paper aims to build knowledge about forestry and plantation companies’ engagement in 

corporate environmental responsibility (CER) in Indonesia, investigating the factors that 

drive them to engage in CER. A comparative case study approach was used within a small 

number of companies in the forestry and plantation sector in Indonesia. Face-to-face 

interviews were conducted with a range of stakeholders including policy-makers, 

practitioners and eNGOs. Several implications for further CER research with a focus on 

reducing deforestation and degradation in the forest and plantation sectors are also derived. 

 

The remainder of the paper is organised as follows: First, an overview and justification of the 

context of this study is provided. Second, the methodology is described. Key findings are 

then presented, highlighting why and how companies in the forestry and plantation sectors in 

Indonesia engage in CER. Finally, the paper concludes with a discussion on how further 

research in CER can contribute to reduce deforestation and degradation in the Indonesian 

forestry and plantation sectors.  
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2.0 The Context: Indonesian Forestry and Plantation Sectors  

The forestry and plantation sectors pose environmental concerns, as they have a direct impact 

on the natural environment (The Jakarta Post, 12 Dec, 2012). Therefore, companies in these 

sectors need to incorporate socially and environmentally responsible practices into their core 

business strategies (Vidal and Kozak, 2008). Policy and existing land use law in Indonesia 

mandate that companies that manage or utilise natural resources are required to fulfill social 

and environmental responsibilities (Ministry of Forestry, Govt. of Indonesia, 2010).  

Although the forestry and plantation sector in Indonesia creates jobs and brings in foreign 

currency, the sector is facing increasing pressure from a range of stakeholders, including the 

government, environmental NGOs, markets and the media, to adopt CER. 

3.0 Theoretical Framework 

Motivations that govern a corporation’s environmental behaviour, actions, participation and 

performance can be broadly divided into (1) internal and (2) external. This study aims to 

examine the relative influence of both these factors on CER in the context of the Indonesian 

forestry and plantation sectors.  

3.1 Internal Factors Driving CER  
 

Internal factors can be both intrinsic and extrinsic, with the former relying more on individual 

and organisational values and norms towards the environment (Nilsson et al., 2004), and the 

latter relating to economic drivers (Gilley et al., 2000; Roloff, 2008). With corporate strategy 

entering the information age, now more than ever corporate decision-makers recognise the 

need for accurate, reliable, timely and accessible business information (Synnestvedt, 2001; 

Wilmshurst and Frost, 2001). Informational strategies,  in particular the provision of 

corporate environmental reporting, are seen as a vital means to the move towards attaining 

organisational legitimacy (Rikhardsson and Vedsø, 2001). 

 

3.2 External Factors Driving CER  

External factors are those that pressure a company’s operations from the outside, such as 

social pressure, regulatory pressure, policy pressure or stakeholder pressure (Banerjee, 2001).  

Stakeholder Interests: Firms respond to stakeholders’ issues rather than environmental issues 

(Freeman, 1984; Clarkson, 1995; Grimble and Chan, 1995; Frooman, 1999). Stakeholder 
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interests drive corporate environmentalism (Banerjee, 2001), and decisions of the firm 

regarding CER are framed in terms of responding to, managing or enhancing stakeholder 

relations and interests (Henriques and Sadorsky, 1999). There are broadly three sets of 

stakeholders that are believed to influence CER: social, regulatory and economic.  

Institutional Factors: Societal and government institutions are considered important in 

influencing company strategies (Banerjee, 2001), as they form a firm’s ‘organisation field’ 

and constitute the basis of institutional theory, which examines the interaction of forces 

outside a firm's boundary (DiMaggio and Powell, 1983). Past studies have used institutional 

theory to explain the influence of external regulatory pressure on a company’s environmental 

strategies (e.g., Jennings and Zandbergen, 1995; Benn and Dunphy 2004a, 2004b). Two types 

of organisations most likely to influence corporate environmental behaviour include 

government and industry organisations (Gunningham and Rees, 1997; Harrison, 2002; 

Delmas and Toffel, 2004). 

4.0 Methodology  

Companies were selected based on the following criteria: (1) engaged in forest use and land-

use change activities; (2) have a department responsible for CER activities; and (3) highly 

visible and subject to public/ stakeholder pressure. A comparative case study approach was 

then used to explore CER practices within these companies. Interviews, reports, policy 

papers, newspaper/journal articles and sustainability reports were used to collect data from 

primary and secondary sources.  

5.0 Findings  

One of the key findings of this study is that companies in Indonesia are aware of changes in 

societal expectations and stakeholders’ demands. Nevertheless, a gap exists between these 

two due to changes in socio-political, social and environmental issues. Another key finding of 

this study is that the lack of trust among various key stakeholders is likely to affect the 

improvement of CER practices. The study found that a number of internal and external 

factors appeared to be influencing Indonesian forestry and plantation companies’ engagement 

in CER. These include:  

• Economic: motivated by European/Scandinavian buyers who demand certified forest 

products.  

• Regulatory interventions: weak government regulations hinder effective 

implementation.  



42 
 

• Scrutiny of eNGOs: International NGOs in particular have a greater influence, 

although some respondents argue that NGOs can have vested interests.  

• Peer pressure: from stakeholders that drive companies to improve their environmental 

ranking by producing sustainability reports validated by those most affected by the 

company’s operations.  

• Competitive advantage: better public image.  
 

The study found that forestry and plantation companies in Indonesia adopt a range of 

strategies as part of their CER, including: incorporating business sustainability into corporate 

structures and hierarchy; training workshops; engaging with communities, government and 

NGOs; seeking opportunities for certification of production processes; and producing and 

publishing annual sustainability reports based on the Global Reporting Initiative (GRI). 

Finally, the study identified a number of strategies that could help further CER research and 

its potential role in reducing emissions from deforestation and degradation in the forest and 

plantation sectors, including: 

• Understanding the governance issues in sustainable forest management. 

• Implementing CER at the sub-national and local levels. 

• Wider use of mapping of natural and/or national resources.  

• Improving the social mapping in the forestry context. 
 

6.0 Discussion and Conclusion 

The study considered CER as a management strategy, an environmental reporting 

mechanism, a means to reduce the threat of government regulation, and a public relations 

strategy that can ease the tension between forestry companies and their stakeholders. Hence, 

there is a need to address CER through a framework of continuous improvement by adopting 

a participatory management system approach and seeking stakeholder input from 

government, NGOs, communities and academia, while using CER as an assessment tool for 

forestry and plantation companies to assess where they are on their particular CER journey. 

Future research should focus on the role CER plays in reducing deforestation in the forest and 

plantation sectors. Key areas that could be further explored include: (1) understanding 

governance issues in sustainable forest management, (2) implementing CER at the sub-

national and local levels, (3) expanding the use of mapping for natural resources, and (4) 

improving social mapping within the forestry context.  
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