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REPUBLIC OF INDONESIA 

Land area: 699,548 sq mi (1,811,831 sq km);  

Total area:  ± 5 million sq km 

Counted Island: 18.000 (6000 are inhibited) 

Coast line: 95.181 km 

 

Natural resources: petroleum, tin, natural gas, nickel, timber, 

bauxite, copper, fertile soils, coal, gold, silver 

President: Joko Widodo 

Monetary unit: Rupiah 

Language: Bahasa Indonesia 

(2015) 

Population       242 million 

Poverty Rate    11.40% 

Per capita income    $5200 

Human Dev. Index    0.684 

 



A. CLIMATE CHANGE IN INDONESIA’S DEVELOPMENT CONTEXT 

 Indonesia’s GHG emission is predicted to 
increase from 2.1 to 3.3 GtCO2e  between 

2005 and 2030 (SNC, 2010)  

 

 Indonesia is vulnerable to changing climate. 
Potential economic loss due to climate 

change and climate disaster in 2100 is 

predicted 7% from GDP (WB,2010, ADB,2010) 

 
 Indonesia is Mega-biodiversity country. 

Biodiversity is development capital, but the 

full potential is undervalued and it is 
decreasing (MoEF, 2014) 

Jeopardizing  

Sustainable 

Development 

 



Actions on mitigation, adaptation 

and biodiversity are part of  

Sustainable Development 



Competitive 
Indonesia 

Just and 
Distributed 

Development 

Green and 
Everlasting 
Indonesia 

Indonesia as a 
Strong, Self-

reliant 
Archipelagic 

Country base on 
National 
Interests 

Source: Bappenas, 2010 and Ministry of Finance, 2012 

Vision 

“ Prosperous, Democratic and Just 

Indonesia” 

 

Mission 

 Continue Development to achieve 

Prosperous Indonesia 

 Strengthen Democratic Pillars  

 Strengthen Justice in every Aspect of 

Development 

• Pro-poor (poverty alleviation) 

• Pro-jobs 

• Pro-growth 2004  

• Added by Pro-environment 
2007 

 

• Economic Growth 7% 2014 

• GHG Emission reduction 26% 
(+15%) 

• Reduced biodiversity loss 2020 

LONG TERM DEVELOPMENT MISSION, 2005-2025 
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Revised 
29%/41%  

Paris Agreement 



 
 

 

Indonesia’s Commitment in Climate Change 

Mitigation  

  Emissions Reduction 

Title 

m tCO2e in 2020 as % of BAU 

BAU 
total 

RAN GRK 
reduction 

Forestry and peatland 1344 672 50.0% 

Energy and transport 1000 38 3.8% 

Agriculture 

Industry 
Waste water 

221 40 18.0% 

134 2 1.8% 

250 15 5.9% 

Total emission reductions 2950 767 26.0% 



CLIMATE CHANGE AND BIODIVERSITY  
NATIONAL ACTION PLAN 

CLIMATE CHANGE 

MITIGATION  

ACTION PLAN (2011)  

CLIMATE CHANGE 

ADAPTATION 

ACTION PLAN 

(2014)  

BIODIVERSITY 

ACTION PLAN 

(Revised 

2015) 

Indonesia’s Action Plans towards Sustainable 

Development 

Source: Bappenas 



Indonesia’s Actions towards Sustainable Development 
Ministry of Finance’s Fiscal Policy Domain in Climate 

Financing 

Indirect Influences 
Technology Policy, 
Strategic Industries  

Tech. Transfer  
R&D, Trade, dll 

Int’l Institutions & 
Mechanisms 

IFI Policies, Global Funds, 
Carbon Mkts, Debt swaps 

Ministry of Finance 

Policy Tools Available For Influencing 

Climate Change Mitigation / Adaptation 

By managing  
• Investment climate  
• Pricing (fiscal) policies 
• Direct spending 
• Risk and financial mkts 
• Sectoral rules & law 

Can influence:  
• Incentives 
• Investments 
• Industry 
• Int’l $ flows 
• Pro Poor Approaches 

Financial/Investment 
Policies 

 
• Invest Climate (attract 

capital) 
 

• Banking Sector  
 

• Non Bank Finance 
Inst’s 
 

• Municipal Finance 
Rules 
 

Taxes / Subsidies 
 

 
• Tax/Fees/Charges 

 
• Royalties/Rent Capture 

 
• Subsidies/Tax breaks 

 

Expenditure Policies 
 
• Strategic Budget 

Priorities 
 

• Direct Investment  
 

• Public Service 
Obligation 
 

• Green Procurement  
 

• Education – Awareness 

Direct Regulation 

 

• Enforcement / 
Incentives 

• Zoning and Land Use  

• AMDAL/ Env Audit  

• Building / Design 
Standards 

• Vehicle Emission Stds 

 

 

BUDGET 

CONTROL 

 



Indonesia’s Actions towards Sustainable Development 

 
 

C. SYSTEMIC APPROACH TO INCREASE BUDGET EFFECTIVENESS 

Priority Actions for Effective Climate Finance  

BUDGET 

TAGGING: 

 

Tracking climate 

change-related 

direct and 

indirect activities 

 

 

 

 

 

 

SCORING & 

PERFORMANCE-BASED 

BUDGETING 

 

Prioritization of climate 

activity based on cost-

effectiveness including 

poverty and gender 

benefits. 

 

Monitoring 

effectiveness & 

efficiency of 

expenditure. 

GREEN PLANNING & 

BUDGETING 

 

Issuance of fiscal 

policies, and 

mechanisms for financing 

prioritized and effective 

climate change 

activities. 

Priorities: 
• Forestry, Peat-land & 

Marine Resources 

protection 
• Agriculture and Irrigation 

system rehabilitation 
• Energy and Industry  
• Public Transport, Urban & 

Regional Infrastructure 
• Education and Health  
• Disaster Management 
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  Milestone Climate Budget Tagging in Indonesia 

CPER/CPEIR on 5 

provinces 

- Climate Mitigation Budget Tagging 

- NDC 

Climate Mitigation & 

Adaptation Budget 

Tagging 

• National Action Plan on GHG Emission Reduction 

• ER target 2020 : 26% unconditional – 41%  conditional (6 sectors) RAN-GRK 

• National Action Plan on Climate Adaptation 

• To increase resilience on economic, livelihood, ecosystem, and territory RAN-API 

• Nationally Determined Contribution 

• ER target 2030 : 29% unconditional – 41%  conditional (6 sectors) NDC 
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Mitigation Fiscal Framework (MFF) 

In 2012, the Fiscal Policy Agency (BKF) conducted a study, the Mitigation Fiscal 
Framework (MFF), where its initial focus was directed towards climate 
mitigation in forestry, peatland, energy, and transportation sectors, as their 
combination covers 93% of national emissions reduction targets.  

The arrangement of Mitigation Fiscal Framework/MFF (2012) is used to analyze 
effectiveness from government budget allocating for mitigation action within 
forestry, peatland, energy and transportation sectors 

 The implementation of cross-sectorial RAN GRK creates a massive complexity, it 
requires a great number of funding and sound coordination among M/I in hope to 
achieve the emission reduction target : 26% or 41% 

 MFF contribution on this goals are:  

     -  needed funding resources  

     -  the cost-effectiveness at all mitigation action PI 

     -  Policies that need to be formulated and reformed 

     -  the institutional arrangements that can be implemented 
Source: Fiscal Policy Agency – Ministry of Finance, 2012 
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In 2013, BKF produced a study on Low Emissions 

Budget Tagging and Scoring System (LESS).  

 

Low Emission Budget Tagging & Scoring System 

LESS constitutes a study to develop budget tagging 
and scoring systems toward mitigation expense on 
climate change at national level; 

It aims to identify the total of budget allocation 
and realization of climate change mitigation 
spending and assessing contribution at every 
budget unit on the achievement of emission 
reduction target. 
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1. CPER (Climate Public 

Expenditure Review) 

1. Jambi Province 

2. Central Java 

3. Yogyakarta 

2. CPEIR (Climate Public 

Expenditure and 

Institutional Review) 

1. Bangka Belitung Islands 
(gender, poverty, and 
vulnerability 
assessments) 

2. NTT 

Development of CC 

budgeting 

mechanism & sound 

climate policy for 

sub-national 

government  

CPER/CPEIR 

COMPLETED NEXT STEP 

– The evaluation of CPER and CPEIR: there are some regions have attention on climate change 
issues, it is shown through development projects that support climate change adaptation and 
mitigation policy.  

– It requires the role of national government to direct (mainstreaming) regional policy in 
formulating the strategy for climate change policy including with the preparation and 
implementation of tagging mechanism on APBD 

– Recommendation : It crucially needs to develop climate change budget tagging at sub-national 
level 

 

 



The Indonesian Ministry of 

Finance has developed a budget 

tagging mechanism to 

mainstream the national budget 

that correlates with climate change impacts. 
 

Budget tagging is a system that has been 

developed based on the existing performance 

based budgeting system. It is also embedded 

into the national budgeting system. 
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Architecture & Performance 

Indicator 

Minister of Finance 

Regulation No.143/2015 

Transparent 

Tracking 

User friendly 

Accountable 

Budget Tagging firstly implemented on State 
Budget FY 2016 and 2017 of 6 ministries 
mandated on RAN-GRK. 

Climate Mitigation Budget Tagging 
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Climate Mitigation Budget Tagging 
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Climate Mitigation Budget Tagging Results 



Corporate 
Social 

Responsibility 

Enabling 
conditions 

for 
climate 

resilience 

• Certainty in 
spatial 
planning and 
land use 

• Land tenure 
security 

• Food security 
• Water 

security 
• Renewable 

energy 

Ecosystem & 
Landscape 
Resilience 

• Ecosystem 
conservation 
and 
restoration 

• Social forestry 
• Coastal zone 

protection 
• Integrated 

watershed 
management 

• Climate 
resilient 
cities. 

Economic 
resilience 

• Sustainable agriculture 
and plantations 

• Integrated watershed 
management 

• Reduction of 
deforestation and 
forest degradation 

• Land conservation 
• Utilization of degraded 

land for renewable 
energy 

• Improved energy 
efficiency and 
consumption patterns 

Social and 
Livelihood 
Resilience 

• Enhancement of adaptive  
• Development of 

community capacity and 
participation; 

• Ramping up disaster 
preparedness programmes  

• Identification of highly 
vulnerable areas  

• Improvement of human 
settlements, provision of 
basic services, and climate 
resilient infrastructure 
development.  

• Conflict prevention and 
resolution. 

Nationally 
Determine

d 
Contributi

on 
(NDC) 
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Climate Change Mitigation:  

AFOLU (Agriculture, Forestry, Land-
Use), Energy, Waste, Industry 
 

Climate Change Adaptation: 

Agriculture, Water, Energy Security, 
Forestry, Maritime and fisheries, 
Health, Public Services, Infrastructure, 
Urban System 

Current Agenda: Climate Adaptation Budget Tagging in 2018  
and Biodiversity in 2019    
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  Way Forward 
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CLIMATE FISCAL LANDSCAPE 2017 
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The Republic of Indonesia Green Bond & Green Sukuk Framework 
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1. Use of Proceed 
Eligible Green Projects: (1) Renewable Energy; (2) Energy Efficiency; (3) Resilience to Climate Change for Highly 

Vulnerable Areas and Sectors/ Disaster Risk Reduction; (4) Sustainable Transport; (5) Waste to Energy and Waste 
Management; (6) Sustainable Management Natural Resources; (7) Green Tourism; (8) Green Buildings; (9) Sustainable 
Agriculture. 

 
 
 

2. Process for Project Evaluation and Selection 
The project selection will refer to the data resulted from budget tagging process.  

 

3. Management of Proceeds 
The net proceeds of each Green Bond or Green Sukuk will be managed within the Government’s general account in 
accordance with sound and prudent treasury management policy. Upon request from the Line Ministries, the Green Bond and 
Sukuk proceeds will be credited to a designated account of the relevant ministries for funding exclusively projects as defined 
in the Framework. Pending application to Eligible Green Project proceeds will be held in cash in the Government’s general 
account at Bank Indonesia 

 

4. Reporting 
 

The Report will contain at least:  
• A list and brief description of the projects to which Green Bond and Green Sukuk proceeds have been allocated; 
• The amount of Green Bonds and Green Sukuk proceeds allocated to such projects. 
• An estimation of the beneficial impact arising from the implementation of Eligible Green Projects. Reporting is expected 

to include measures of the reduction in greenhouse gas emissions, reduction in resource consumption, the number of 
parties that benefit from projects funded and other appropriate measures taking into account the nature of the project 
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Thank You 
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Fiscal Policy Agency 
Ministry of Finance, Indonesia 




