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Executive summary

Climate governance plays a crucial role in influencing environmental actions and outcomes.
Historically, environmental governance was applied top-down, often delaying the translation of
national policies to local levels. A bottom-up approach — decentralised governance at a region- or
sector-based level — affords regions and sectors more flexibility to find their own pace corresponding
to the level of development.

Indonesia’s decentralised system began with the 1998 reform agenda following President Suharto's
resignation. This ‘big bang’ reform introduced a democratic multiparty system, granting local
governments, especially municipal and regency governments, greater political power, administrative
authority and local budget discretion. However, Indonesia’s decentralisation is still incomplete, varies
significantly among regions and is coupled with a strong top-down tendency.

This report evaluates Indonesia's post-reform climate governance, focusing on how its structures can
better align climate action with national goals.

Context shaping Indonesia’s climate governance

Positive economic growth after 1998 is closely linked to the central government's directive to
capitalise on extractive sectors for natural resources and is sustained by fossil fuel use. The
Government of Indonesia faces dual challenges in achieving emissions reduction targets while also
focusing on economic development. However, this complex relationship between economic
development, fossil fuels and natural resources manifests in climate governance where climate issues
are often deprioritised compared to economic development.

Indonesia has made numerous climate commitments and policies over the past two decades. It
started with the Nationally Appropriate Mitigation Actions (NAMAS), which focused on action in the
Forest and Other Land Use (FOLU) sector. In 2015, the Paris Agreement brought significant changes
in climate governance, where the government turned its attention to other emitting sectors, particularly
the energy sector. The Just Energy Transition Partnership (JETP) further strengthened Indonesia’s
commitment to achieve net zero emissions in the power sector by 2050 and to reach 34 per cent
renewable energy by 2030.

Over the past two decades, the ruling government’s leadership style has significantly influenced
Indonesia's environmental governance. Susilo Bambang Yudhoyono (2004—-2014) had a coordinated
leadership style in climate governance with several top-down climate policies at the national and
regional levels. In contrast, Joko Widodo’s presidency (2014—2024) had a domestic focus, primarily
looking at economic growth and sectoral climate policies.

Retrospective evaluation at the national and local level

Despite decentralisation since 1998, Indonesia’s climate governance remains largely centralised. This
is particularly evident in its highest emitting sectors: FOLU and energy. Strategic planning for the
energy sector follows a top-down process; meanwhile, local governments’ authority in implementing
energy policies and projects do not align well with the task prescribed in the Regional Energy Plan.
Likewise, the FOLU sector is effectively governed by the Ministry of Forestry despite ongoing efforts
to incorporate bottom-up initiatives. The mismatch between central and local governments’ authority
in strategic planning and policy implementation limits climate initiatives from local governments.
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Local government capacities in terms of technical, financial and strategic decision-making remain
relatively constrained, further hampering bottom-up initiatives. At the same time, they lack sufficient
authority to raise revenue effectively. Such shortcomings highlight challenges local governments face
in developing climate initiatives and providing meaningful incentives for private sector financing to
support those initiatives.

The relationship between local governments, local communities, fossil fuels and deforestation is
deeply intertwined, sometimes disincentivising low-carbon initiatives. However, strong local leadership
in climate action can provide clear direction across sectors and regions. Bali and Jakarta are two
provinces with strong climate commitments and actions. These provincial governments offer
examples of local leadership. Their example also highlights the role non-state actors play in
accelerating transitions at local government levels.

Key takeaways

We conclude that Indonesia would benefit from a guided bottom-up approach to climate governance:
central government authorities set clear goals and boundaries, and local governments take on climate
initiatives and actualise them in support of national goals.

Our evaluation reveals that non-state actors are critical in substantiating local action. To scale up their
impact, non-state actors can engage with the Ministry of Home Affairs — which possesses the
authority to manage local governments — and liaise with the technical ministries, such as the Ministry
of Environment, Ministry of Forestry and Ministry of Energy and Mineral Resources.

We also found that emphasising the co-benefits of climate action, such as economic development and
an increase in tax revenue, could better motivate local government.

Lastly, climate leadership at the central and local levels is crucial to maximise local potential. Non-
state actors can foster and enhance this leadership, particularly in regions with weak incentives.

Below, we outline priority actions for non-state actors to improve Indonesia’s climate governance:

+ Encourage the central government and parliament to legislate a climate change law to embed
climate issues in development policies

+ Encourage the central government to clarify authority and tasks within climate institutions
(e.g. energy sector authorities with Regional Energy Plan, fiscal decentralisation reform)

+ Support the central government in translating climate commitments to the local level (e.g.
translating climate modelling in the Long-Term Strategy for Low Carbon and Climate
Resilience 2050 and national climate targets in the nationally determined contribution [NDC]
locally)

+  Support the central government in developing technical guidance for climate action and
providing necessary capacity building (e.g. carbon accounting, low-carbon transition planning)

+ Engage with the Ministry of Home Affairs and connect them with technical ministries
(e.g. Ministry of Forestry, Ministry of Energy and Mineral Resources) to leverage local
climate action

+ Develop formal, high-trust multi-stakeholder forums (local, national and international) to foster
leadership, norm-building and cross-jurisdictional learning

+ Emphasise the co-benefits of climate action to incentivise local governments to transition.
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Introduction

Effective climate governance that accelerates climate action is critical to meeting the 1.5 degrees
Celsius temperature goal of the Paris Agreement. Climate governance refers to ‘a set of regulatory
processes, mechanisms and organisations through which political actors influence environmental
actions and outcomes’ Lemos and Agrawal (2006). Climate change is more complex than some
environmental issues. It is cross-sectoral and transboundary in nature, and its complexity is
compounded by diverse public perceptions and the irreversibility of its damage (Xu 2021; Jérgensen
et al. 2015).

Effective climate governance requires active, multi-level engagement from diverse stakeholders
across regions, which accelerates climate action. It also has to adapt to existing institutional
mechanisms (Rosenbloom et al.2019).

Historically, climate governance has relied on a top-down approach — as ‘an integrated, purposeful
effort to align the behaviour of key players’ (Sabel and Victor 2017) — manifesting in centralised
governance. However, such an approach can cause delays in translating national-level policy to the
local level (Jérgensen et al. 2015).

Alternatively, a bottom-up approach provides flexibility for each region or sector to find its own pace
corresponding to the level of development (Green et al. 2014). This approach manifests in a
decentralised manner, which could be region- or sector-based decentralisation.

Recognising these complexities, contemporary climate governance increasingly incorporates multiple
stakeholders at various levels (Lemos and Agrawal 2006). Multi-level governance brings more
democratic processes, greater participation and accountability and the use of local knowledge (Lemos
and Agrawal 2006). This creates governance mechanisms suited to specific local issues and is
generally more effective than strict top-down approaches (Lemos and Agrawal 2006; UN-Habitat
2015). The shift toward more democratic governance also underscores the value of local actors in
decision-making. Though decentralisation can work alongside top-down governance, it presents
challenges; decentralisation is context-dependent and benefits from balanced coordination between
central and local authorities.

Indonesia’s democratic landscape brings opportunities and challenges for effective climate
governance. In Indonesia, the decentralised system is closely tied to the reform agenda initiated in
1998, following the end of President Soeharto’s period of governing. Through this reform, the
Indonesian government introduced a multiparty system, granting local governments greater political
power, administrative authority and discretion over local budgets. This reform ended a centralised
government that had been in place for the previous three decades.

Unlike most decentralised countries that grant autonomy to provincial or state levels, Law (Undang-
undang [UU]) No. 22/1999 and UU No. 25/1999 directly allocated autonomy to regencies and
municipalities at the sub-provincial level, which is rather unique (Ferrazzi 2000). It provides an
opportunity for municipal and regency governments to work more closely with their constituents.
Currently, there are 38 provinces with 98 municipalities and 416 regencies, as shown in Figure 1,
each with unique characteristics (Indonesia’s Geospatial Agency 2024).
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FIGURE 1: INDONESIA'S PROVINCIAL, MUNICIPAL AND REGENCY BOUNDARIES

Source: Indonesia’s Geospatial Agency

Local governments’ authority to collect taxes and borrow funds remains limited. Since monetary and
fiscal policy remains under central government control, the central government retains responsibility
for collecting major taxes and borrowing from domestic and international financial markets.
Additionally, local governments' interests and capacity vary significantly, affecting their performance
and climate action. Meanwhile, provincial governments serve dual roles as autonomous entities and
national representatives, overseeing regional affairs and addressing cross-jurisdictional issues. This
demonstrates the variability of Indonesia’s decentralisation: it is incomplete, varies significantly in
terms of performance and maintains a top-down tendency.

Indonesia's post-1998 reform era experienced stable and significant economic growth, averaging
around 5 per cent each year (Central Bureau of Statistics 2020; 2024a). However, climate issues
were insufficiently addressed. Economic growth was a positive development, considering the early
reform economy had been unstable due to various crises, including a negative growth rate of 13 per
cent at its lowest point (Harmadi and Adji 2020). This success is partly attributable to fiscal
decentralisation, which led to increased public investment in social goods at the local level (Pal and
Wahhaj 2017). Indonesia’s economic growth was not accompanied by improved climate outcomes.
From 2000 to 2022, Indonesia's greenhouse gas emissions have substantially increased (Ministry of
Environment and Forestry 2024), making Indonesia the sixth-largest emitter globally and contributing
to around 2 per cent of total global emissions (Crippa et al. 2024).

In this report, we evaluate Indonesia's post-reform climate governance, focusing on how its structure
can better align climate action with national goals. While decentralisation has boosted local autonomy
and economic growth, persistent climate issues reveal gaps and ambiguities in climate governance.
This report aims to demonstrate what the government can do to improve climate governance and
foster climate action that is compatible with its economic development aims — as noted in Indonesia
Vision 2045 (UU 59/2024) — and its general governance structure.

Study approach

This report provides an agenda for improved climate governance at the local level. To do this, we
explored two key areas:

1. challenges in advocating for bottom-up initiatives

2. necessary actions for non-state climate actors to support bottom-up initiatives.
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We mainly used qualitative approaches, structuring the analysis by combining political economy and
comparative policy frameworks. The appendix provides a detailed explanation of the framework.

Our analysis included three types of activities to gather the necessary data and information:

1. in-depth consultations with various stakeholders
2. policy stocktaking and mapping

3. literature review and secondary data analysis.

We conducted 25 in-depth interviews with central government officials, local government officials, a
coal mining company, and experts from civil society organisations, think tanks, universities and a
labour union. To corroborate interview findings, we undertook policy and commitment mapping,
literature review and data analysis based on secondary sources, such as commitment documents,
laws and other regulatory documents, academic and non-academic publications, news

and databases.
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Indonesia’s climate governance in context

Economic development linked to fossil fuels
and deforestation

Indonesia is Southeast Asia’s largest country and the fourth most populous globally (World Bank
2025a). It is the world’s eighth-largest economy by purchasing power parity as of 2022 (World Bank
2025b). Over the last two decades, the country has maintained a stable GDP growth rate of around 5
per cent, significantly higher than the global average, see Figure 2.

FIGURE 2: INDONESIA’S GDP GROWTH IN THE LAST TWO DECADES
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The Indonesian Government’s top priority is economic development, as articulated in its development
and climate policies. For example, Indonesia’s NDC outlined its short-term economic development
vision to transform into a high-middle-income country, alongside its climate targets. In Indonesia
Vision 2045, the country’s latest development strategy, Indonesia states its aim to become a
developed country by 2045 and to reduce carbon intensity by 93.5 per cent and emissions by 51.5 per
cent, compared to business as usual (BAU) emissions (UU 59/2024). The government faces dual
challenges: reducing emissions and achieving high economic growth.

More than 85 per cent of Indonesia’s energy demand is met with fossil fuels, with coal as the primary
energy source, see Figure 3 (Ministry of Energy and Mineral Resource 2016; 2024). Recent growth in
renewable energy is impressive, tripling from 2015 to 2023. However, renewables still constitute less
than 15 per cent of energy production.
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FIGURE 3: SHARE OF PRIMARY ENERGY IN INDONESIA
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Note: Indonesia’s government often combines ‘new energy’ and ‘renewable energy’ into one category. According to the draft
law on new and renewable energy (House of Representative, 2022), new energy refers to energy produced with new
technology, regardless of the energy source. It is important to note that, unlike renewable energy, new energy may be sourced
from non-renewable energy, such as liquified and gasified coal.

Indonesia is experiencing forest cover loss. Between 2000 and 2023, the country lost around 27
million hectares — approximately 19 per cent of its forests, see Figure 4 (Global Forest Watch 2024).
Notably, a large portion of this loss is due to deforestation; however, the extent of loss has decreased
since around 2017 (Seymour et al. 2020).

FIGURE 4: FOREST COVER CHANGE IN INDONESIA
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Close ties between Indonesia’s economic development, fossil fuels and deforestation have resulted in
weak incentives to shift to a sustainable economy. Developmental narratives are often layered onto
climate policies as justification; without them, climate issues tend to be deprioritised. High-level
government officials, including presidents, often voice that Indonesia is bestowed with abundant
resources that need to be used optimally. For instance, former President Joko Widodo emphasised
the importance of downstreaming nickel, copper and bauxite production for economic transformation
(BPMI Setpres 2024). President Prabowo Subianto has spoken about palm oil’'s importance in
achieving energy security (Farahdiba and Yusrial 2024). Social forestry is often referred to as a way
to conserve forests and eradicate poverty (Meehan et al.2019). This narrative also extends to the
provincial, municipal and regency levels, although it varies depending on each region's economy,
which we will explore later.

Pursuing stable, high economic growth is to be expected, particularly in low- and lower-middle-income
countries where poverty remains among the largest challenges. The problem occurs if the resulting
negative environmental impacts are not mitigated appropriately.

Indonesia’s emissions and climate commitments

Indonesia’s emissions profile and global trends shape its climate governance. Economic expansion
reliant on deforestation and fossil fuels produces high emissions, particularly in the FOLU and energy
sectors, see Figure 5 (Ministry of Environment and Forestry 2024). Emissions from the FOLU sector
have fluctuated throughout the years, depending on forest fires and government-issued licenses to
clear land. Emissions in the energy sector have steadily increased. At the same time, Indonesia has
been party to the UNFCCC since 1994 and, as an open economy, is affected by global trends.
Collectively, these factors shape Indonesia’s climate governance, manifested in its commitments

and policies.

FIGURE 5: INDONESIA’S EMISSIONS PROFILE BY SECTOR (2000-2022)
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In the last two decades, Indonesia has made numerous domestic and international climate
commitments, which are increasingly more ambitious, as summarised in Figure 6. In the post-reform
era, Indonesia’s first significant climate policy was adopting the Kyoto Protocol in 2004, which allowed
Indonesia to participate in the Protocol’s Clean Development Mechanism (UNFCCC, n.d.).

FIGURE 6: INDONESIA'S SIGNIFICANT CLIMATE COMMITMENTS AND STRATEGIES
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Indonesia’s first climate commitment was submitted in 2009 with the NAMA, a voluntary commitment
to reduce emissions by 26 per cent unconditionally and 41 per cent conditionally, compared to BAU
emissions, by 2020 (National Council on Climate Change 2010). The commitment focused mainly on
the FOLU sector. Indonesia was among the first non-Annex I* countries to pledge climate action and
was deemed a climate leader among peer countries (Resosudarmo et al. 2013; Boer 2020; Sinaga
2020). This commitment followed the Bali Action Plan produced during the 13th Conference of the
Parties (COP) hosted by Indonesia and the Copenhagen Accord produced during COP15

(UNFCCC 20009).

During this period, the ‘reducing emissions from deforestation in developing countries’ (REDD)
framework was Indonesia’s main strategy for meeting its NAMA climate commitments, which relied on
action in the FOLU sector. Norway played a considerable role in this, signing a letter of intent to
mobilise up to US$1 billion to support REDD development, mainly in the form of results-based
payments (RBP), in May 2010.

The Paris Agreement in 2015 marked a shift in Indonesia’s climate commitments as stronger, more
ambitious commitments were made afterwards. The Government of Indonesia ratified the Paris
Agreement in 2016. Shortly after, it submitted its first NDC, committing to reduce 2030 BAU emissions
by 29 per cent unconditionally and by 41 per cent conditional to international support (Government of
Indonesia 2016). Unlike the NAMA, which focused on the FOLU sector, the energy sector was
intended to contribute significantly more to emissions reduction, around 37 per cent.

In 2021, the Government of Indonesia submitted an Updated NDC and its Long-Term Strategy for
Low Carbon and Climate Resilience 2050 (LTS-LCCR 2050) (Government of Indonesia 2021a;
2021b). The Updated NDC included more ambition for adaptation actions than mitigation. The LTS-
LCCR 2050 describes the national policy direction on climate change with pathway scenarios to 2050,
which will be incorporated in the ‘Second NDC’, expected to be submitted in 2025. Three critical
milestones in the LTS-LCCR 2050 are the ambition to achieve peak emissions by 2030, a FOLU net
sink by 2030 and net zero emissions by 2060 or sooner.

In 2022, Indonesia’s Enhanced NDC included an increased climate commitment to reduce 2030 BAU
emissions by 31.89 per cent unconditionally and by 43.2 per cent conditional to international support
(Government of Indonesia 2022). Figure 7 compares climate commitments in Indonesia’s first and
Enhanced NDC.

1 Non-Annex | countries refers to the countries that are not listed in Annex | of the UNFCCC, which consist mostly low- and low-
middle income countries. These countries are not bound to emissions reduction targets (UNFCCC n.d.)
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FIGURE 7: COMPARISON OF INDONESIA’S FIRST AND ENHANCED NATIONALLY DETERMINED CONTRIBUTION

BASELINE 1°** NDC ENHANCED NDC
3,000

_ 2,000

a'l'l

° -

: —

by

2

w 1,000 — — — — —

z

g

wv

a

&

| W
-1’000 %
Baseline 2010 Baseline 2030 Unconditional Conditional  Unconditional Conditional
Target Target Target Target
SECTOR: EMISSIONS /
REDUCTION
I —— |7
Forestry Agriculture IPPU Waste Energy Emissions  Reduction
(Industrial

Process and
Product Use)

Source: Government of Indonesia 2016, 2022

The JETP, also signed in 2022, further emphasised Indonesia’s commitment to the energy sector.
This long-term partnership intended to mobilise an initial US$20 billion over three to five years using a
mix of public and private financing. In the JETP joint statement, Indonesia committed to achieving
peak emissions by 2030, net zero in the energy sector by 2050 and 34 per cent renewable energy by
2030 (European Commission 2022).

The Government of Indonesia issued regulations and initiatives to incorporate international
commitments into the domestic legal system. For example, the National Action Plan for Reducing
Greenhouse Gas Emissions (Rencana Aksi Nasional Penurunan Emisi Gas Rumah Kaca [RAN-
GRK]) is an operationalised guideline to implement the NAMA commitment; the Low-Carbon
Development Initiative (LCDI) (National Development Planning Agency 2019) is operationalised
through the Mid-term National Development Planning 2020-2024 (Rencana Pembangunan Jangka
Menengah Nasional [RPJMN]) (Peraturan Presiden [Perpres] 18/2020).

Recently, there has been increasing pressure from non-state actors advocating for more inclusive
climate governance for disability communities, women, workers and private corporations. The
stakeholders we spoke with for this report argued that these communities are not recognised
appropriately, and as a result, their involvement in shaping climate governance is relatively limited.
Without meaningfully including these communities or spokespeople, climate governance would not
sufficiently address the needs of groups who are often disproportionately impacted.

CLIMATEWORKS CENTRE 15


https://www.climateworkscentre.org/

INDONESIA’S CLIMATE GOVERNANCE MAY 2025

Indonesia’s history of distinctive presidential leadership

While responsive to global trends, Indonesia’s climate governance has reflected the leadership style
of the ruling government. Two presidents have governed Indonesia in the last two decades, Susilo
Bambang Yudhoyono from 2004 to 2014 and Joko Widodo from 2014 to 2024. Both had distinctive
foreign policies, which played a substantial role in shaping domestic and climate governance.

Yudhoyono’s presidency was active globally, including in climate issues. Under his presidency,
Indonesia played various international roles, including being a voice for developing countries, a leader
in the Southeast Asia region, an advocate of democracy and a bridge-builder between Western and
Islamic cultures (Karim 2021; Jemadu and Lantang 2021; Sinaga 2020). During Yudhoyono's
presidency, Indonesia hosted COP13 in Bali in 2007, producing the Bali Action Plan, and was the first
developing country to have a voluntary mitigation commitment in 2009 (Resosudarmo et al. 2013;
Boer 2020; Sinaga 2020; Seymour et al. 2020). Yudhoyono'’s leadership was affirmed with several
awards, including the Champion of the Earth 2014 for Policy Leadership from the United Nations
Environment Program (Sinaga 2020).

Yudhoyono had a coordinated leadership style in climate governance and established top-down
climate policies and institutions. During his tenure, Yudhoyono established four major ad-hoc climate
organisations that reported directly to the president, including:

+ National Council on Climate Change (Dewan Nasional Perubahan Iklim [DNPI])
+ Managing Agency for REDD+ (Badan Pengelola REDD+ [BP-REDD+])
+ National Council on Energy (Dewan Energi Nasional [DEN])

+ Presidential Work Unit for Development Supervision and Control (Unit Kerja Presiden Bidang
Pengawasan dan Pengendalian Pembangunan [UKP4]).

On the policy side, Yudhoyono created several top-down climate policies supported by those ad-hoc
organisations and the National Development Planning Agency (Bappenas). For example, RAN-GRK
was released as a presidential regulation, which served as the primary strategic planning for climate
action (Perpres 61/2011). At the local level, provincial governments were tasked with developing a
Regional Action Plan for Reducing Greenhouse Gas Emissions (Rencana Aksi Daerah Penurunan
Emisi Gas Rumah Kaca [RAD-GRK]). In the forestry sector, Yudhoyono enacted a license moratorium
on primary forest and peat land. In the energy sector, he released the National Energy Policy
(Kebijakan Energi Nasional [KEN]) (PP 79/2014) and the Fast Track Program 2 (Perpres 4/2010),
which incorporated more renewable energy in power sector development.

By contrast, Widodo’s presidency held a domestic focus, largely centred around economic growth.
However, more ambitious climate commitments were made during his tenure. Widodo focused on
domestic priorities; and in foreign policy, he prioritised maintaining cooperation and order-building,
especially related to economic issues (Jemadu and Lantang 2021; Wicaksana 2022). Widodo’s
presidency tended toward political pragmatism at the international level, which is distinctive from
Yudhoyono, who was active in establishing an international identity for the country (Jemadu and
Lantang 2021). This political pragmatism was also reflected in climate governance. During our
stakeholder interviews, some experts indicated that Indonesia has become seemingly passive in
climate action deliberation at the global level and, domestically, tended not to go beyond business as
usual without international support, a trend that can be traced back to Widodo’s policies.

Despite a more domestic focus, Indonesia still complied with its international commitments. It ratified
the Paris Agreement and afterwards submitted its NDC, the LTS-LCCR 2050 and Enhanced NDC.
Substantial commitments were made during Widodo’s presidency, particularly in the energy sector,
as demonstrated by the NDCs and JETP. This marked the departure from the view that climate
change issues mostly concerned the land and forest sector, which was dominant during
Yudhoyono's presidency.
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Under Widodo’s administration, Indonesia’s climate governance adopted a bottom-up, sectoral
approach where technical ministries developed climate commitments and strategies as evidenced in
the NDC. The Directorate General of Climate Change Control (Direktorat Jendral Pengendalian Peru
bahan Iklim [DJPPI]) under the Ministry of Environment and Forestry (Kementerian Lingkungan Hidup
dan Kehutanan [KLHK]), which serves as the coordinator for the country’s NDCs, liaises with

the UNFCCC.

Likewise, climate-related agencies report to relevant ministries instead of reporting directly to the
president. For example, the Peat and Mangrove Restoration Agency (Badan Restorasi Gambut dan
Mangrove [BRGM]) sits under KLHK; the Environmental Fund Management Agency (Badan
Pengelola Dana Lingkungan Hidup [BPDLH]) sits under the Ministry of Finance (Kementerian
Keuangan [Kemenkeu]). Figure 8 shows climate-related agencies that were established in the last
two decades.

FIGURE 8: TIMELINE OF CLIMATE-RELATED AGENCIES IN INDONESIA
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Yudhoyono and Widodo’s leadership styles resulted in distinct challenges and opportunities. As
discussed previously in this section, the top-down approach during Yudhoyono’s leadership resulted
in a more coordinated governance. While DNPI and BP-REDD+ did not have the authority over
technical ministries, they had direct access to Yudhoyono and could influence his regulations and
policies, as evidenced by several presidential instructions (Instruksi Presiden [Inpres]) to establish ad-
hoc organisations and presidential regulations (Resosudarmo et al. 2013). On the other hand,
Widodo’s bottom-up, sectoral approach resulted in a greater sense of ownership from the technical
ministries, more informed policies as well as more ambitious climate commitments, given the
ministries’ expertise and access to information This approach, however, had the disadvantage that
some cross-sectoral policies conflicted, for example, the sometimes conflicting economic
development and climate policies (Sinaga 2020).
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Retrospective evaluation at the national
and local level

Recentralisation of climate authorities

Despite implementing decentralisation since 1998, Indonesia’s climate governance remains heavily
centralised as the two highest emitting sectors, FOLU and energy (see Figure 5), are effectively ruled
by the central government. Indonesia’s strategic planning is top-down in nature, where rules at the
national level are reorientated to the local level (Setyowati and Quist 2022; Di Gregorio and Moeliono
2023). Subnational governments’ authority in implementing climate policies is limited and tends to be
marginal as important decisions are made centrally, which we will explain below. Furthermore, there
has been a tendency towards recentralisation. As a result, decarbonisation initiatives are considerably
restricted. This will be explored in the sections below.

Energy governance

Strategic planning in the energy sector follows a top-down procedure, where local governments
translate what has been agreed at the national level, see Figure 9. Based on UU 30/2007 on Energy,
the strategic planning process starts with KEN, designed by DEN and enacted by the president as a
government regulation (Peraturan Pemerintah [PP]). KEN provides high-level direction for energy
policies covering energy supply and reserves, energy developments and utilisation. KEN is derived
into the National Energy General Plan (Rencana Umum Energi Nasional [RUEN]), which serves as
the guiding strategy in the energy sector, and the National Electricity General Plan (Rencana Umum
Ketenagalistrikan Nasional [RUKN]), which is the guiding strategy for the electricity sector.

FIGURE 9: STRATEGIC PLANNING PROCESS IN INDONESIA’S ENERGY AND ELECTRICITY SECTORS
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Local governments, in this case, provincial governments, develop the Regional Energy General Plan
(Rencana Umum Energi Daerah [RUED]) and the Regional Electricity General Plan (Rencana Umum
Ketenagalistrikan Daerah [RUKD]). Local governments must reorient their local policies based on the
settings and instrument logic prescribed in KEN, RUEN and RUKN, see Figure 9.

Local governments are involved in developing national plans RUEN and RUKN. However, the central
government effectively controls the overarching policy, KEN, through DEN, which consists of officials
from the central government and non-local government stakeholders. Meanwhile, RUED and RUKD
should align with what has already been developed centrally, including KEN, RUEN and RUKN. This
process can create two possible problems. Firstly, problems might occur if local governments’
interests do not align with the central government’s interests. For instance, contention occurred in
Bali, where the local government had to reduce its ambition to fit national strategy and ambition
(Setyowati and Quist 2022). Secondly, problems might occur if local governments are not sufficiently
engaged by the central government as they develop RUEN and RUKN.

Meanwhile, local governments’ authority in implementing energy policies is limited and does not align
with the tasks. In RUED and RUKD, local governments are tasked with laying out and meeting
primary energy and electricity mix targets. However, local government’s authority in the energy sector
mainly revolves around demand-side interventions, such as energy efficiency projects, fuel switching
and electrification. Their ability to achieve local targets depends largely on what the central
government does on the supply side, including the kind of electricity they provide. For example, public
transport electrification investments will not help local governments meet their targets if the central
government still provides coal-fired power plants. Local governments can install rooftop solar on office
buildings but only up to the quota prescribed by the Ministry of Energy and Mineral Resources
(Ministry of Energy and Mineral Resources Regulation 2/2024). This misalignment between authority
and tasks affects the way local governments implement projects.

It is also important to note that RUED and RUKD are developed at the provincial level, while the
authorities that provide public services sit at the municipal or regency levels. As such, there are
additional political dynamics in developing provincial-level strategies and translating them into
municipal or regency policies. This also came up during the development of regional emissions
reduction plans, RAD-GRK, following the national plan, RAN-GRK, issued by Yudhoyono. RAD-GRK
was developed by provincial governments instead of municipal or regency governments with more
authority in public service provision.

Licensing in the energy sector is effectively managed by the central government. Recently, with the
new law on Mineral and Coal Mining (UU 3/2020), the central government took over licensing from
local governments, including small-scale community mining licenses (Izin Pertambangan Rakyat
[IPR]). Previously, provincial, municipal and regency governments were authorised to issue mining
licenses, although the central government determined the mining zones (Wilayah Pertambangan
[WP]). The central government has historically monopolised the electricity sector through Perusahaan
Listrik Negara (PLN) as the single buyer. There was an effort to liberalise the market in 2002 with UU
20/2002. However, in 2004, the Constitutional Court repealed the law, noting that the law violated the
1945 Constitution (Decision on Case No. 001-021-022/PUU-1/2003 2004).

Forest and other land-use governance

The Ministry of Forestry (Kementerian Kehutanan [Kemenhut)) is largely responsible for the
governance of the FOLU sector.? Following decentralisation, there have been inconsistencies in terms
of authorities in forest and land use management, particularly whether it is local governments or
Kemenhut who have the authority to issue licenses (Seymour et al. 2020). UU 23/2014 on Local
Government clarified the inconsistencies, with forest management falling to the central government

2 During Yudhoyono's presidency (2004-2014), Kemenhut was responsible for forestry management. In 2015, Widodo merged
the Ministry of Environment and Kemenhut into the Ministry of Environment and Forestry (Kementerian Lingkungan Hidup dan
Kehutanan [KLHK]) (Perpres 16/2015). Prabowo Subianto has split KLHK into Kementerian Lingkungan Hidup (KLH) and
Kemenhut, moving forestry management back to Kemenhut (Perpres 175/2024).
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and, to a lesser extent, provincial governments. Local governments and communities are involved in
forest governance, but Kemenhut has the final say in any decision, including spatial planning and
licensing processes.

Indonesia, through Kemenhut, established Forest Management Units (Kesatuan Pengelolaan Hutan
[KPH]), which oversee national forests (conservation forest/hutan konservasi) and provincial forests
(protected forest/hutan lindung and production forest/hutan produksi). KPHs are responsible for
management planning, organisation, program implementation (e.g. inventory assessment, research,
setting up commercial requirements) and monitoring within its jurisdiction (Boer 2020; Wahyudi et al.
2024). Kemenhut has been involved since KPH’s inception, and KPH authority is limited.

Provincial governments have the opportunity to propose and design KPHSs for protected and
production forests, including the organisational structure. It is up to Kemenhut to approve these
proposed KPHs, including determining the KPH’s coverage area. Once approved by Kemenhut, the
KPH organisation is authorised to develop a planning document, a delegation from national to
provincial government. Nevertheless, essential authorities remain with Kemenhut, including the power
to change a forest area’s designation and licensing processes.

Kemenhut is authorised to change the designation (perubahan peruntukan) of forest areas into non-
forest areas. Prior to 2021, reclassifying large forest areas needed approval from the House of
Representatives (Dewan Perwakilan Rakyat [DPR]), and Kemenhut needed to maintain 30 per cent of
a province, an island, or watershed area as forest (PP No. 10/2010). However, the latest regulation
(PP No. 23/2021) removed these requirements. Local governments can propose forest area
reclassifications, with provincial governments able to propose larger areas for reclassification than
municipal or regency governments, but Kemenhut makes the final decision. Kemenhut alone has the
legal authority to issue business licenses in forest areas, including licenses for local communities.
These licenses include area utilisation, wood and non-wood resource extraction and social forestry.

There has been a shift in the REDD+ implementation in favour of a jurisdictional approach?® (Di
Gregorio and Moeliono 2023; Seymour et al. 2020). A few projects attempt a jurisdictional approach,
such as the Forest Carbon Partnership Facility in East Kalimantan and the BioCarbon Fund Initiative
for Sustainable Forest Landscape in Jambi (Wahyudi et al. 2024). For financing, intermediary
institutions (Lembaga Antara [LEMTARA]) are designed to cut down bureaucratic processes and
enhance effectiveness and equity, see Information box 1. These projects started outside national
climate policy processes and were formed as a collaboration between local governments and non-
state actors, particularly international non-governmental organisations (Seymour et al. 2020). The
projects, including the examples below, rely on domestic non-state actors to connect local
governments with international non-state actors and other supportive parties.

3 In REDD+, jurisdictional approach refers to multi-stakeholder initiatives, often delineated by administrative boundaries at the
provincial, municipal or regency level, where stakeholders in each jurisdiction coordinate and lead their own REDD+
implementation. In this case, factors in REDD+ implementation, such as the Forest Emission Reference Level (FREL),
Measurement, Reporting and Verification (MRV) system, and Safeguard Information System, are deliberated at the jurisdiction
level, instead of the national level (Wahyudi et al. 2024).
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INFORMATION BOX 1:

The role of LEMTARA in jurisdictional
REDD+ implementation

In the jurisdictional REDD+ program, local governments receive financial support from
donors through a performance-based payment system. The government, through

the Indonesia Environment Fund (Badan Pengelola Dana Lingkungan Hidup [BPDLH]),
offers three options for distributing financial benefits from the program: via provincial
revenue and expenditure budgets, direct distribution to beneficiaries, or distribution
through LEMTARA. LEMTARA is a unique mechanism where a group of intermediary
institutions are authorised to manage and distribute environmental funds from BPDLH to
beneficiaries (Perpres 77/2018).

An intermediary institution is not necessarily a financial institution, but it can also be a
civil society organisation, university, or grantmaking organisation that already has a
presence among local communities. As such, LEMTARA involvement can enhance
stakeholder participation and inclusion to create a robust safeguard system that ensures
a more transparent process. When selecting the intermediary institution, BPDLH
employs an inclusive filtering process that engages multiple stakeholders, including
those from marginalised groups, to understand their perspectives and goals. This
process often incorporates Gender Equality and Social Inclusion aspects to guarantee
inclusivity and transparency. This ensures that LEMTARA can create programs in
alignment with region-specific issues.

LEMTARA provides guidance to project implementers, ensuring that the proposed
activities effectively tackle deforestation and forest degradation. LEMTARA facilitates
capacity building to implement the proposed programs smoothly. With this mechanism,
project implementers can focus on executing activities as LEMTARA manages
administrative responsibilities.

The distribution of financing through LEMTARA has been widely implemented across
Indonesia. For instance, in Jambi, REDD+ activities are being developed under a result-
based payment scheme through the BioCarbon Fund Initiative for Sustainable Forest
Landscape project, which receives multilateral funding managed by the World Bank as a
trustee (Wahyudi et al. 2024).

In Jambi, expert assessment has shown that LEMTARA involvement generates
favourable outcomes regarding effectiveness, efficiency and equity for REDD+ programs
(Wahyudi et al. 2024). This approach underscores the importance of decentralised multi-
stakeholder involvement as an effective solution for improving environmental
governance. Through such engagement, transparency is enhanced, leading to
appropriate safeguards established through inclusive discussions. Consequently,
environmental governance programs and policies can be more targeted and effective.

In 2011, the central government enacted a moratorium on forest concession licenses, preventing
municipal or regency governments from issuing licenses. Following this, UU 23/2014 on Local
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Government removed municipal and regency governments’ authority in forest governance. As a
result, KPHs that were established at the municipal or regency level closed down (Wahyudi et al.
2024). The ‘national strategy and local implementation’ in the REDD+ National Strategy 2021-2030
also affirms the central government’s intention to manage climate action projects in the FOLU sector.

Recentralisation

As mentioned previously, there is a tendency of recentralisation in Indonesia’s climate governance,
such as with the enactment of UU 3/2020, where the central government took over authority on
mining licensing from local governments, and UU 23/2014, which removed municipal and regency
governments in forest governance. This recentralisation occurred to minimise misconduct at the local
level and to remedy the damage that local governments caused through the proliferation of business
licensing with limited accountability. It has been noted that the proliferation of licenses in forestry and
mining sectors caused environmental degradation, such as former mine pits, which were not repaired
(Boer 2020; Wurzel et al. 2020; Talitha et al. 2020; Wahyudi et al. 2024).

Our stakeholder group noted that coordination between central and local government, and the
necessary guidance from the central government, has been generally limited. Meanwhile, from those
conversations and other sources, we find that a top-down approach needs to involve local
governments substantially from the conception stage (Jorgensen et al. 2015). Additionally, the central
government tends not to engage local communities in implementing projects (Ha and Kumar 2021; Di
Gregorio and Moeliono 2023; Yoseph-Paulus and Hindmarsh 2018). This disengagement could make
implemented projects less useful for local communities. This separation is particularly pronounced in
the energy sector as the central government dominates the energy transition agenda (Setyowati and
Quist 2022; Tyler and Muhammad 2023).

Our stakeholders also noted that local governments are open to top-down direction and guidance
(Yoseph-Paulus and Hindmarsh 2018). As such, recentralisation is not necessarily counterproductive
if it is done right. Local initiatives are partially limited due to the lack of or limited benchmarks from the
central government, such as an energy transition roadmap at the local level. One way to do this is
through a guided bottom-up approach, where the central government sets up the appropriate
authorities, tasks and mechanisms that incentivise local governments to implement climate

action initiatives.

Indonesia’s current institutional settings in climate governance generally inhibit a bottom-up approach
to decarbonisation initiatives. The mismatch between the central and local governments’ authority in
strategic planning and policy implementation limits initiatives from the local government, especially
considering the tendency toward recentralisation, as some crucial local governments’ authorities were
removed. This creates an opportunity for non-state actors' participation, including civil society
organisations and advocacy groups, in bridging the gap in authorities and tasks between national and
local governments.

Constrained capacities

Local governments’ strategic decision-making and technical and financial capacities vary significantly
but are relatively constrained overall, further inhibiting bottom-up initiatives. This variation stems from
differing resource bases and starting points, which affect strategic decision-making, financial and
technical capabilities (Nugroho and Sujarwoto 2021; Shoesmith et al. 2020). This limits local
governments’ bottom-up policy learning and experimentation. This is explored in the sections below.

Strategic decision-making and technical capacity

Many local governments are constrained in making strategic decisions, especially when translating
national plans into implementation strategies at the local level. For example, RAD-GRK and RUED,
derived from their central-level counterparts, did not contain clear or implementable action plans
(Sambodo et al. 2022; Nugroho and Sujarwoto 2021; Anantasari et al. 2017; Retnandari 2022).
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Additionally, some provinces were late in releasing their respective RAD-GRK, as late as 2017,
despite the RAN-GRK itself being applied between 2011 and 2020, indicating that such a document
was viewed as a formality. Stakeholders we spoke with in the waste sector noted that local waste
management regulations are copied from central-level government regulations and contain mainly
norms even though the local governments are supposed to translate the regulations into
implementable actions. Between 2002 and 2016, the central government revoked around 7,000 local
government regulations for various reasons, including being contradictory to central government
regulations (Nugroho and Sujarwoto 2021).

Local governments' challenges in developing and substantiating strategic planning may be due to
limited technical capacities. These include insufficient quality data, limited capacities of managers and
planners, limited bargaining power with the central government and difficulty engaging relevant
stakeholders (Retnandari 2022).

There is also a lack of supportive regulation for climate action initiatives from local non-state actors,
including firms and the general public. If not translated into policies, the norms and logic in national
strategic planning documents will not incentivise local action. For example, Anantasari et al. (2017)
showed that the lack of supportive regulation inhibits the implementation of disaster risk

reduction programs.

Limited technical capacity and infrastructure related to climate management, such as carbon
accounting and project implementation, lead to a lack of policy experimentation. During interviews
with our local government stakeholders, they acknowledged that their understanding of climate issues
is limited. One of the implications is that they cannot gather high-quality climate data, which may lead
to uninformed policy-making and could partially explain the lack of supportive regulations. There is
also a tendency for local governments to repeat the previous years’ programs and projects instead of
adjusting these to contemporary issues (Retnandari 2022). Limited personnel and infrastructure, such
as office building shortages, further inhibit policy experimentation, especially as climate projects often
require significant resources (Wahyudi et al. 2021; Vidyattama et al. 2022).

Many of our stakeholders noted the importance of developing concrete guidelines or toolkits for local
government to use. Correspondingly, they should be accompanied by capacity building. Local civil
society organisations (CSOs) and non-governmental organisations (NGOs) have supported the
central government in developing such guidelines and toolkits. However, the limited tangible impact
could be partly caused by the limited fiscal capacity to deliver capacity-building programs.

Lastly, it is important to note that there is a local political process in reorienting central strategic
planning into local policies, adding complications to bottom-up initiatives. The Local House of
Representatives (Dewan Perwakilan Rakyat Daerah [DPRD]) plays a vital role in shaping the policies,
programs and projects that will be implemented (Vidyattama et al. 2022; Retnandari 2022). With few
existing incentives for low-carbon transition at the local level, the political process adds further
complexity for local governments to issue climate actions, especially those that do not bring
immediate benefit to the community. Furthermore, there has been evidence of preferential practices
and corruption in the local government, which is an unintended by-product of decentralisation, adding
more complexity to the process (Ostwald et al. 2016).

This leads to the importance of CSOs and NGOs supporting the local government in translating
central government planning into implementable local actions. Besides supporting local governments
directly, CSOs and NGOs could also support and collaborate directly with the central government,
particularly the Ministry of Home Affairs (Kementerian Dalam Negeri [Kemendagri]), in creating a
supportive institutional environment for effective strategic decision-making. It includes connecting
Kemendagri with technical ministries (e.g. Kemenhut and Ministry of Energy and Mineral Resource
[Kementerian Energi dan Sumber Daya Mineral [KESDM]) to scale up and mainstream guidelines and
toolkits to the local government through capacity building.
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Financial capacity

Local governments, particularly municipalities and regencies, are granted autonomy in spending their
budget; however, this is hot accompanied by sufficient authority to raise revenue. The lack of climate
finance is one of the biggest challenges for meaningful climate action — adequate funding is required
for quality climate projects. Constrained authority to fundraise brings significant hurdles for bottom-up
climate action from local governments, as noted by several local government officials we spoke with.

Current financial arrangements limit local governments in raising revenue in several ways. As shown
in Table 1, local governments have limited taxation power, since the central government controls
much of the tax system, including income, sales and business-related tax. Most levies on resource
extraction, such as mining and forestry land rent and royalties, are also controlled by the central
government, including the ratio of revenue sharing to the local governments. Local governments can
only impose minor taxes, such as land and building, water and advertising taxes.

Likewise, their ability to raise non-tax revenue is limited. For example, local governments can issue
bonds or apply for loans; however, these must be approved by the DPRD and the central government
through an intense political process. For example, Jakarta, considered a local government with solid
capacities, has tried to issue bonds for several projects, including climate-related projects, yet the
DPRD has rejected their proposals over concerns about the Jakarta government’s ability to pay the
interest (Kompas.com 2011). Additionally, local governments can make commercial investments, but
these are limited to regionally-owned enterprises (Badan Usaha Milik Daerah [BUMD]).

TABLE 1: LOCAL GOVERNMENTS' FUNDING INSTRUMENTS

CATEGORY EXPLANATION SOURCE

Recurring transfer grants + General Allocation Fund (Dana Alokasi UU No. 23/2014 Article 288
Umum [DAU]), unconditional fiscal
transfer to close horizontal fiscal
imbalances

+ Natural Resources Revenue Sharing
Fund (Dana Bagi Hasil [DBH]), revenue
sharing mostly in resource sectors.

Local tax + Vehicle tax, heavy equipment tax, land PP No. 35/2023
and building tax, food and beverage tax,
electricity tax, parking fees, hotel and
accommodation tax, billboard tax, water
charges and entertainment tax.

Bid-based grants + G Special Allocation Fund (Dana Alokasi UU No. 23/2014 Article 288
Khusus [DAK]), conditional fiscal transfers
with specific aims

+ International grants through the central
government.

Asset sales + DPRD approves sales of land, buildings PP No. 2/2012
and assets over Rp 5 billion.

Land value capture +  Limited authority — land valuation can be PP No. 27/2014 Article 55

done annually but typically every three
years.

Loans and bonds 4+ Loan from the central government, other PP No. 35/2023 Article 55
local governments, financial institutions
and the general public

+ Domestic bonds can be issued contingent
on the approval of DPRD and the
Kemenkeu

+ International loans can be applied through
Kemenkeu.
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Commercial Investment + Direct investment through BUMD UU No. 23/2014 Article 300 and 301
+ Capital investment in BUMD and BUMN.

Most local governments strongly depend on fiscal transfers from the central government, as shown in
Figure 10 (Central Bureau of Statistics 2022a). However, the fiscal transfer arrangements do not
incentivise them to generate revenue locally or allocate funding for local climate action. For example,
while aiming to address disparities among local governments, the General Allocation Fund (Dana
Alokasi Umum [DAU]) does not effectively encourage local governments to pursue revenue-
generating initiatives, as an increase in locally-owned revenue would decrease the amount they
receive from DAU (Ostwald et al. 2016; Lewis and Smoke 2017). The Natural Resources Revenue
Sharing Fund (Dana Bagi Hasil [DBH)]) is designed to allocate a portion of the revenue generated
from natural resources — such as mining and plantations — back to local governments in regions
where those resources were extracted. This revenue-sharing system incentivises local governments
to prioritise resource extraction industries rather than promoting climate action initiatives (Saputra and
Lumbantoruan 2017; Mutiara et al. 2021).

FIGURE 10: REVENUE SOURCES FOR INDONESIAN MUNICIPAL AND REGENCY GOVERNMENTS
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Local governments’ limited financial capacity is further exacerbated by difficulties in assessing
potential revenue sources. For example, our stakeholder group noted that local governments have not
optimally used corporate social responsibility funds from local firms, which can be directed to various
community-based climate projects. Many municipalities lack the personnel and technical expertise to
evaluate their revenue-generating capabilities thoroughly (Ostwald et al. 2016). Furthermore, local
governments with limited tax bases face more difficulties generating independent revenue,
exacerbating inequalities and hindering bottom-up climate initiatives.

Limited financial capacities and unfavourable regulations hinder local governments from providing
meaningful incentives for private-sector investments. Financing is a great way to alter behaviour, but
local governments’ limited revenue-raising authority prevents them from achieving this. For example,
Bali’'s limited financial capacity has prevented the region from realising its goal of providing incentives
for energy conservation and rooftop solar installations, see Information box 2. Limited local taxation
authority means local governments cannot offer meaningful tax breaks for firms, let alone direct fiscal
incentives to the private sector. Current regulations restrict local governments from developing
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innovative financial instruments, such as guarantees or direct capital investments in private firms,
which are essential for encouraging participation in climate finance initiatives (OECD 2023).

INFORMATION BOX 2:

Local incentives from the Bali government

The Bali government has created policies to facilitate the energy transition. In 2019, the
provincial government developed a Clean Energy Governor Regulation (Pergub Bali
45/2019) that encourages green building practices for energy efficiency. The regulation
mandates that buildings over 500 square meters have 25 per cent of their roof area
allocated for solar panels. This applies to industrial complexes, homes, residential areas,
apartments and other public facilities. Additionally, government-owned buildings are
required to install solar panels covering at least 30 per cent of their roof area.

In the same year, the Bali government issued Pergub Bali 48/2019 regarding electric
vehicles (EVs). The regulation requires local government organisations to gradually
replace internal combustion engine vehicles with EVs and encourages the general public
to adopt EVs.

Correspondingly, the Bali government has proposed various incentives and
disincentives. As an incentive, those who adopt clean energy practices will receive
certificates of appreciation, publicity, reduced tariffs for EV charging, reduced tax on
land, buildings and vehicles, and access to funding for clean energy management.
Conversely, those who fail to comply with these regulations may face disincentives
including warnings, negative publicity or exclusion from government procurement lists.

These initiatives reflect the Bali government's commitment to enhancing energy
efficiency and promoting renewable energy sources as part of a sustainable
development strategy. By offering incentives like tax reductions and recognition for
clean energy users, Bali aims to lead the transition to more environmentally friendly
energy solutions.

However, the Bali government has not implemented these initiatives as the implementing
regulation, which covers the rate of incentive, is yet to be created. One reason for this is
the limited financial capacity to provide fiscal incentives, exacerbated by lasting impacts
of COVID-19 (Alghifari and Simamora 2023).

A large proportion of local government spending is directed to routine and unproductive expenditure,
warranting a spending evaluation. Figure 11 depicts municipal or regency government spending in
2010, 2015 and 2020 (Central Bureau of Statistics 2022b). At the municipal or regency level, routine
expenditures, such as salaries for government officials and goods and services, contribute to around
39 per cent and 19 per cent of total spending, respectively. Meanwhile, capital or financing makes up
a smaller proportion of total spending at around 28 per cent.
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FIGURE 11: MUNICIPAL OR REGENCY GOVERNMENT SPENDING BY CATEGORY
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Lastly, local government spending is significantly lower than the central government’s, see Figure 12
(Central Bureau of Statistics 2021; 2022b; 2024b). Central government spending has also grown
faster than local government spending. Between 2010 and 2020, central government spending grew
by around Rp1,135 trillion. Over the same time, provincial and municipal or regency governments’
spending grew by around Rp273 trillion and Rp481 trillion, respectively. Between 2015 and 2020, the
growth gap was significant, where central, provincial and municipal or regency government spending
grew by 55 per cent, 46 per cent and 14 per cent, respectively. The differences in spending power
could accentuate the trend of recentralisation.

FIGURE 12: GOVERNMENT SPENDING BY ADMINISTRATIVE LEVEL
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Note: Fiscal transfers to local governments are excluded from the central government’s spending category
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The central government has the opportunity to guide local expenditures by introducing conditions on
fiscal transfer instruments. The Ecological Fiscal Transfer (EFT) is one example of a conditional fiscal
transfer that incentivises regions to support environmental preservation and natural resource
management (Saputra et al. 2022). It is implemented through several instruments, including

Special Allocation Funds for Environment and Forestry, Revenue Sharing Funds for Reforestation,
Regional Incentive Funds, and village funds. These instruments encompass a variety of
environmental projects. A specific climate fiscal transfer aimed at delivering climate mitigation projects
locally, such as energy efficiency projects and rooftop solar installation, could be considered to
accelerate technology adoption.

Various EFT innovations have developed in recent years, and provincial governments have taken a
substantial role in influencing municipal or regency governments. EFT instruments now include
environmental performance, including the Ecological-based Provincial Fiscal Transfer and Ecological-
based Regency Fiscal Transfer. The schemes include a basic allocation and incentive and
disincentive scenarios based on measurable outputs, commonly known as performance-based
budgeting. As of 2021, both schemes have been implemented in six regions, with North Kalimantan
being the first province to implement them, and discussions are underway for implementation in

39 other regions, covering 13 provinces and 26 regencies (Joko and Nugraha 2021).

Entrenched relationship with fossil fuel and deforestation

Entrenched relationships between local governments, fossil fuel and deforestation complicate the low-
carbon transition. Since carbon-intensive practices have been economically, politically and culturally
ingrained in Indonesian’s lives, resistance to the transition is often unavoidable. Resistance may
come from workers and communities who rely on carbon-intensive industries, such as coal mining,
out of fear of losing their income. Resistance can also come from the local government out of fear of
losing earnings. These sentiments will not be evenly distributed throughout Indonesia, as coal mining
is concentrated in East Kalimantan, North Kalimantan, South Kalimantan, Central Kalimantan and
South Sumatra, see Figure 13 (Central Bureau of Statistics 2024c).

FIGURE 13: COAL MINING CONTRIBUTION TO GROSS REGIONAL DOMESTIC PRODUCT IN 2023 AT THE
PROVINCIAL LEVEL
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Mining often makes the largest contribution to municipal or regency economies, see Figure 14
(Central Bureau of Statistics 2024d; 2024e; 2024f; 2024g). Mining contributions can be as high as
82 per cent of a local economy, as in the Kutai Timur Regency, East Kalimantan. In Lahat Regency,
South Sumatra, mining makes up 42 per cent of the regency’s economy. The sector provides
employment to local communities and revenue for local government through DBH. Accordingly, the
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impacts of the transition to a low-carbon economy are likely to be different for coal-dependent and
non-dependent regions.

FIGURE 14: MINING SECTOR CONTRIBUTION TO GROSS REGIONAL DOMESTIC PRODUCT IN FOUR COAL-
DEPENDENT REGENCIES IN 2023
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Source: Central Bureau of Statistics 2024
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Consultations with experts revealed that, from a sociocultural perspective, local communities and
businesses are less concerned about climate issues, resulting in weak pressure on the local
government to act on climate change. This trend is context-dependent, with different areas having
different community and local government priorities. Pressure is particularly weak in regions where
communities still struggle to meet basic needs or, as noted above, depend on high-emitting sectors
for their livelihoods. From a business perspective, weak demand for low-carbon goods and services
also prevents businesses from innovating towards low-carbon production due to minimal return on
investment. As a result, awareness-raising projects are important to increase community support for
local governments to prioritise climate action.

Consultations with local governments reveal that they acknowledge the need to start preparing for the
transition — noting economic issues as the underlying reason — but did not know how to prepare
properly. For example, the Paser government recognises the need to diversify its economy,
highlighting declining resources as a main reason for the transition. East Kalimantan uses the
jurisdictional approach in the REDD+ program, a decision motivated by carbon finance (Seymour et
al. 2020). These examples underscore the importance of narratives on the economic benefits of the
low-carbon transition to encourage bottom-up initiatives.

These acknowledgements, however, are not reflected in local governments’ strategic documents. For
instance, Paser’s Local Industrial Development Plan 2021-2041 (Paser Government Regulation
[Peraturan Daerah/Perda Paser] 8/2021) still emphasises downstream industry development —
especially in the coal industry. In another case, Sawahlunto City experienced a sharp economic
downturn due to coal depletion in the late 1990s since the local government did not anticipate the
downturn with an adequate transition strategy (Syafrini et al. 2022). Helping local governments design
transition strategies is important for climate and economic reasons.
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Local leadership and non-state actors’ involvement

There is evidence that strong local government leadership, coupled with non-state actors' support,
can accelerate the transition, overcoming limited authority and weak sociocultural incentives. Bali and
Jakarta have strong climate mitigation commitments that are more ambitious than the national-level
commitment. These commitments are further substantiated by local policies and tangible actions.

Jakarta is arguably one of the most progressive provinces in Indonesia in terms of its commitment to
climate action. This is reflected in the issuance of Pergub Jakarta 90/2021 concerning the Climate
Resilient Low Carbon Development Plan (Rencana Pembangunan Rendah Karbon Daerah
[RPRKD]). As the first province in Indonesia to have RPRKD, Jakarta is committed to becoming a
climate-resilient province with a target to reduce emissions by 30 per cent by 2030. It ambitiously
aims for a 50 per cent reduction in direct emissions by the same year, ultimately reaching net zero
emissions by 2050, see Information box 3 (Pergub Jakarta 90/2021). Its commitment is more
ambitious than the national commitment to achieve net zero emissions by 2060 or earlier.
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INFORMATION BOX 3:

Jakarta’s tangible climate actions

The Jakarta government, through RPRKD (Pergub Jakarta 90/2021), describes
implementable action plans to achieve a 30 per cent reduction in emissions by 2030 and
net zero emissions by 2050. These include energy efficiency programs, fuel switching,
mainstreaming public transport and waste management improvement.

To achieve these goals, the Jakarta government has undertaken various efforts,
including using renewable energy. In 2022, Jakarta became the first province to
inaugurate Net Zero Schools, designed to have low emissions and to use solar panels
as their primary energy source. There are currently four net zero schools in Jakarta,
which were certified by the Green Building Council Indonesia, with a total investment of
Rp 126 billion (~US$7.9 million) (Hermawati 2024).

The Jakarta government has also focused on reducing emissions from transport, as 46
per cent of Jakarta’s air pollution originates from this sector (Purnama 2022). In line with
the Jakarta government's plan to achieve 75 per cent public transport usage by residents
by 2030, its JakLingo program is helping create a unified transport system (Perda
Jakarta 63/2020). The program aims to enhance connectivity and encourage more
residents to choose public transport over personal vehicles by integrating Jakarta’s Mass
Rapid Transit, Light Rapid Transit and TransJakarta buses. Furthermore, Jakarta has
introduced electric buses that can reduce emissions by up to 50.3 per cent compared to
diesel buses (Sofa 2022). The latest information shows that Jakarta operates 4,370
buses and 2,968 Mikrotrans (mini busses) along 257 routes, claiming to cover 89 per
cent of Jakarta’s area (Santosa 2024). The government also provides financial
incentives to raise public transport utilisation. For example, Mikrotrans buses, which are
directed at smaller roads, are free for all users. TransJakarta’s tariff has remained Rp
3,500 (US$ 0.25 cents) since 2004 despite inflation.

More importantly, Jakarta uses inclusive, science-based policy-making. For example, in
2020, the government initiated a task force for climate mitigation and adaptation (Tim
Kerja Mitigasi dan Adaptasi Bencana Iklim [MABI task force]), which provides science-
based policy recommendations to the Local Development Planning Agency (Badan
Perencanaan Pembangunan Daerah [Bappeda]). The MABI task force comprises an
impressively diverse stakeholder group, including universities, research institutions,
advocacy groups, religion-based organisations, unions, state- and locally-owned
corporations, private corporations, financial institutions and development partners at the
local, national and international levels.

Through these initiatives, Jakarta demonstrates a comprehensive approach to
addressing climate change, aiming not only for immediate improvements but also for
long-term sustainability and resilience against climate impacts.
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By contrast, Bali’s local government has a strong climate commitment, but climate action is hampered
due to the local government’s minimal authority on climate governance. In 2019, Bali was on its way
to being the first province to commit to 100 per cent renewable energy electrification through its
RUED (Setyowati and Quist 2022). This commitment, however, was resisted by the central
government. The local government has also issued a legal basis for fiscal incentives to encourage
rooftop solar installation and EV adoption, but these policies have not been actualised, see
Information box 2. Nevertheless, Bali’s climate commitment has not wavered. Recently, Bali’s
government, supported by the Bali Net Zero Emission Coalition, committed to developing action plans
to reach net zero emissions by 2045.

Bottom-up initiatives in Jakarta and Bali are helped by two things. First, these provinces’ economies
do not depend on natural resource extraction, which minimises resistance to the low-carbon
transition. Second, climate change mitigation is a focus of local CSOs, NGOs and development
partners, and these parties are involved in task forces and coalitions that have been developed and
endorsed by the local governments. These two conditions forge a conducive environment for more
substantial climate commitments and actions.

Jakarta and Bali demonstrate exemplary local government leadership on climate action. Their actions
can inform and inspire other local governments. To bring local governments together around climate
action, we see a role for a local governmental forum supported by research on what makes climate
action successful at the local level. Such a forum, convening many local governments, is critical for
norm-building, developing a shared understanding of the importance of climate actions and cross-
jurisdictional learning. Meanwhile, research demonstrating what works or not, given a specific context,
could allow other regions to implement climate change mitigation initiatives successfully. Jakarta, in
particular, is a success story that could be replicated in regions with similar contexts.

CLIMATEWORKS CENTRE 32


https://www.climateworkscentre.org/

INDONESIA’S CLIMATE GOVERNANCE MAY 2025

Key takeaways

Setting up effective climate governance is imperative in Indonesia’s effort to meet its international and
national climate commitments. Good governance involves different levels of actors, including local
governments, to actualise the climate actions on the ground, making a real impact on climate
mitigation. In this report, we conducted a retrospective analysis of Indonesia’s climate governance
post-decentralisation reform. We conducted interviews with 25 stakeholder groups, mapped climate
policies and reviewed secondary literature and data.

We found that Indonesia’s climate governance has been relatively centralised, not aligned with tasks,
and there is a tendency towards recentralisation. Indonesia is partially decentralised, with the majority
of the climate authority at the national level. It means that local governments do not have full rights
and authority to initiate substantial climate action. It is further coupled with the inconsistencies
between the tasks given to local governments and the authority they possess to accomplish them
(e.g. supply vs. demand energy policies). Additionally, there has been a trend towards recentralisation
in the last few years. This condition is challenging for local governments, such as Bali, which are
strongly committed to climate action.

We also found that interest and capacity for climate mitigation are mostly still limited at the local level.
Complex and entrenched relationships between local governments, local communities, fossil fuels
and deforestation result in weak incentives for local governments to implement climate initiatives. At
the same time, limited technical and strategic capacity around climate issues and raising local
revenues further inhibit climate action at the local level.

However, local participation is critical for implementing climate initiatives and supportive institutions
are needed. We, therefore, conclude that Indonesia needs a guided bottom-up approach, where
central governments set clear goals and boundaries with aligned authorities, and local governments
are empowered to take on climate initiatives and realise tangible impacts.

Currently, local governments do not have the authority to accomplish the tasks they have been
assigned. An approach led centrally and executed through decentralised authority works with a clear
delineation of authority and tasks — it is even more fitting given the cross-sector, boundaryless nature
of climate change. Without guidance and direction, local governments have few incentives to
incorporate climate action into their policies. Indonesia’s vast geography complicates its climate
governance with a high variance in local capacities, which will need to be carefully aligned.

We also found that it is incredibly important to emphasise the economic co-benefits of climate action,
which could motivate local governments to act. Many local governments are concerned about
economic development, as Indonesia is a nation prioritising economic growth. At the same time, the
narrative of co-benefit does not negate the impact of climate action if implemented. Pushing for these
narratives might motivate local governments to implement bottom-up initiatives.

Our analysis reveals that non-state actors are critical in supporting local action and scaling impact.
We suggest non-state actors engage with the central government, in particular Kemendagri, which
possesses the authority to manage local governments and connect it with the technical ministries,
such as KLH, Kemenhut and KESDM. Kemendagri is a ministry that must be actively included when
discussing local government participation in climate action. Non-state actors could actively engage
with stakeholders at all levels through multi-stakeholder forums to align interests, build norms and
share knowledge.

Lastly, climate leadership at the central and local levels is crucial to maximise local potential, and non-
state actors can foster and enhance this leadership. Central government leadership is necessary due
to the nature of centralised climate institutions; meanwhile, it is evident that local leadership can help
overcome many limitations, as shown in Jakarta. Non-state actors could actively participate in
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creating an appetite for climate action at different government levels. A national climate change law,
which does not currently exist, could help embed climate goals in Indonesia’s economic development
efforts. In the future, issues around climate change will be more intensely discussed, and non-state
actors could take this present opportunity to influence the government.

Table 2 outlines priority actions for non-state actors to improve Indonesia’s climate governance.

TABLE 2: PRIORITY ACTIONS FOR NON-STATE ACTORS TO IMPROVE INDONESIA'S CLIMATE GOVERNANCE

ACTIONS

WHO TO ENGAGE

Encourage the central government and DPR to legislate a climate change
law to embed climate issues in development policies

KLH, Bappenas, DPR

Support the central government in translating climate commitments to the
local level (e.g. translating climate modelling in LTS-LCCR 2050 to the local
level)

Bappenas, technical ministries (e.g.
Kemenhut, KESDM)

Engage with Kemendagri and connect them with technical ministries (e.g.
Ministry of Forestry and Ministry of Energy and Mineral Resources) to
leverage local climate actions

Kemendagri, technical ministries (e.g.
Kemenhut, KESDM), local governments

Encourage the central government to clarify authority and tasks within
climate institutions (e.g. energy sector authorities with RUED, fiscal
decentralisation reform)

Kemendagri, Bappenas, technical ministries
(e.g. Kemenhut, KESDM), local
governments

Develop formal, high-trust multi-stakeholder forums (subnational, national
and international) to foster leadership, norm-building and cross-jurisdictional
learning

Actors at various levels (both domestic and
international)

Support the central government in developing technical guidance for climate
action and providing necessary capacity building (e.g. carbon accounting,
low-carbon transition planning)

Kemendagri, technical ministries (e.g.
Kemenhut, KESDM), local governments

Emphasise the co-benefits of climate action to incentivise local governments
to transition

Actors at various levels (both domestic and
international), particularly the local
governments
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kab-paser-no-8-tahun-2021

CLIMATEWORKS CENTRE 41


https://www.climateworkscentre.org/
https://eos.co.id/main/wp-content/uploads/2022/03/1647210373656.pdf

INDONESIA’S CLIMATE GOVERNANCE MAY 2025

Appendices

Research frameworks

We used three frameworks as guides in obtaining and analysing data and information, see Figure 15.
We borrowed the governance pathway analytical framework of Averchenkova and Chan (2023) as our
starting point, separating the analytical units into three components: drivers, actors and strategies.
Generally, this framework helps delineate the key drivers that underlie actors’ strategies, in this case,
policies. To enhance the depth of the analysis, we then referred to Jakob et al.’s (2020) Actor,
Objective and Context (AOC) framework to structure the drivers and actor analysis; meanwhile, we
adopted Howlett and Cashore’s (2009) framework for policy comparative analysis. Lastly, we
operationalise Article 3 of the UNFCCC as the guiding principle.

FIGURE 15: ANALYTICAL FRAMEWORKS USED IN CLIMATEWORKS’ ANALYSIS

Climate Action Principles by adapting Article 3 of the United Nation Framework
Convention on Climate Change
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Article 3 of the UNFCCC

We referred to Article 3 of the United Nations Framework Convention on Climate Change — Principles
— as the guiding principles for the analysis, encapsulating the three other frameworks (United Nations
1992). Since this study is comparative in nature, the principles helped us evaluate whether
Indonesia’s climate governance and leadership are heading in the right direction. The operational
principles for the analytical work, based on Article 3, are:
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1. Protecting the climate system for the benefit of present and future generations of humankind,
based on equity and common but differentiated responsibilities

2. Considering the specific needs and unigue circumstances of those who are vulnerable to and
who bear a disproportionate or abnormal burden of climate change

3. Taking precautionary measures to anticipate, prevent, or minimise the causes of climate
change and mitigate its adverse effects, taking into account different socio-economic
contexts, covering all sources of greenhouse gases, and comprising all economic sectors

4. |Integrating the policies and measures into national development programs, taking into
account economic development

5. Cooperating to promote sustainable economic growth and development to enable concerted
efforts for addressing climate change problems.

Adding these principles to the analysis explicitly is critical as it will glue the analysis within the climate
mitigation sphere. Using the AOC framework, more below, we show how the policy options selected
by the political actors satisfy the objective of societal actors. However, from the climate mitigation
perspective, it might go in the wrong direction. One of the examples is fuel subsidy, which is preferred
by society, but is a deterrent to climate mitigation.

Actor, Objective and Context (AOC) framework

Climate policies emerge from interactions of actors, their objectives and external factors (Jakob et al.
2020). This framework enables policy analysis from a welfare-theoretic perspective of political
economy constraints by matching the policy options the political actors select with

society’s objectives.

The AOC framework follows three analytical steps. The analysis starts by identifying key actors
embedded in the formal and informal institutions that constitute Indonesia’s climate polity. Actors are
the core of the analysis as they are the driving forces of transition policies. The AOC framework
classifies actors as 1) political actors, which partake in the policy-making directly, such as political
parties, the parliament, key ministries, regulatory agencies and the president; and 2) societal actors,
whose objectives are considered in the policy-making, such as unions, industry associations, civil
society organisations and voters. It is important to note that societal actors could also partake in
policy-making by influencing the political actors.

On the other hand, the framework classifies the drivers into two: objectives and context. Objectives
are somewhat inherent to the actors and concern goals and intentions that matter to the actors. It is
important to note that Indonesia, as a developing country, differs fundamentally from developed
countries. For instance, Hess (2014) indicated a broad policy consensus revolving around
sustainability transition in European countries; hence, the government focuses on policy management
and implementation. Unfortunately, this tendency does not apply in Indonesia, as economic growth
appears to be one of the main interests of society, which sometimes contradicts climate mitigation
action. Thus, finding key actors’ objectives becomes crucial to understanding the direction of
Indonesia’s climate governance.

Meanwhile, context centres around the environment where the policies are being made, serving as
control variables. It includes economic development and structure, endowments, legal and political
systems and public discourse. In the sociotechnical transition literature, this aspect is called the
landscape factor, which refers to a set of exogenous developments, such as slow-changing trends or
shocks, that could facilitate the sustainability transition (Geels et al. 2017). It is important to note that
there might be a situation where the contextual condition (or landscape factors) is not facilitating

the transition.

Policy composition model

In classifying the policy, we refer to the policy composition model developed by Howlett and Cashore
(2009), comprising six categories. It starts with classifying each policy into two categories: ends and
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means. Ends refer to the aims of the policy (e.g. climate change mitigation, economic development);
meanwhile, means refer to the instrument to achieve the ends (e.g. subsidy, taxes, carbon pricing).
However, each category has three different levels of policy content or abstraction: high-level
abstraction (e.g. climate change mitigation), program level (e.g. decarbonisation in the energy sector)
and on-the-ground measures (e.g. reducing coal power in the energy mix by a certain percentage) —
creating six levels of policies. The details are in Table 3.

TABLE 3: POLICY COMPOSITION MODEL FOR THE POLICY COMPARATIVE ANALYSIS ADOPTING HOWLETT AND

CASHORE'’S (2009) FRAMEWORK

POLICY CONTENT / ABSTRACTION

GOALS

OJECTIVES

SETTINGS

POLICY
FOCUS

Ends or aims

What general types of
ideas govern policy
development? This should
refer to the important
principles in the high-level
policies (e.g.
principles/vision in
RPJMN, RPJPN, Undang-
undang)

What does policy
formally aim to address?
This should refer to the
general principle of
climate policies (e.g.
principles/vision in NDC,
LTS-LCCR)

What are the specific
on-the-ground
requirements of the
policy? It concerns the
target indicators (e.g.
CO,e reduction,
hectares of forest areas
protected)

Means

INSTRUMENT LOGIC

MECHANISM

CALIBRATION

What general norms guide
implementation
preferences? Similar to
the objectives, but it
concerns the means (e.g.
incentive, penalty,
command and control)

What specific types of
instruments are utilised?
(e.g. carbon pricing,
rooftop solar incentives)

What are the specific
ways in which the
instrument is used?
These refer to the
components of the
instrument (e.g. price in
domestic market
obligation policy, price
level/penalty in carbon
pricing)

Applying such a classification helps characterise the pattern of climate policy dynamics, especially the
directionality, in Indonesia at different levels. For instance, the government of Indonesia might pledge
to decarbonise the energy sector, which indicates that the policy at the ‘objective’ level is heading in
the right direction. However, the government might decide to keep subsidising coal power, which
makes renewable energy less competitive. It indicates that the policy at the ‘mechanism’ level does

not align with the policy at the ‘objective’ level. Since this study is a comparative policy analysis, pre-
and post-2015 Paris Agreement, such a classification can help assess the historical policy change in
a comprehensive, nuanced way.

List of interviewees’ institutions and fields of work

TABLE 4: LIST OF INTERVIEWEES’ FIELDS OF WORK, INSTITUTIONS AND ACTOR CATEGORIES

ACTOR CATEGORY INSTITUTION FIELD
Academician Institute for Economic and Social Energy
Research (LPEM-FEB Ul)
Corporate Kideco Energy
CsO Think Policy Cross-cutting, government
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Indonesia

CSO Dilans Indonesia Cross-cutting (gedsi)
CSO Koaksi Indonesia Energy, cross-cutting (justice,
subnational)
CsO Diet Plastik Indonesia Waste
Government Ministry of Energy and Mineral Energy
Resources
Government Ministry of Environment and Forestry Government, climate adaptation
Government Environmental Fund Management Cross-cutting (finance)
Agency (BPDLH)
Government DNPI, Ministry of Environment Cross-cutting, government
Labor union Konfederasi Serikat Buruh Seluruh Cross-cutting (justice)

Local government

Dinas ESDM Sumatera Selatan

Energy

Local government

Bappeda Jakarta

Government (local)

Local government

Bappedalitbang Paser

Government (local)

Philanthropy

ViriyaENB

Financing

Think tank The Climate Reality Project Cross-cutting

Think tank World Resource Institute FOLU

Think tank Daya Makara Ul Cross-cutting

Think tank Climateworks Centre Ocean

Think tank Institute for Essential Services Reform IPPU

Think tank Purnomo Yusgianoro Center Energy

Think tank Westminster Foundation for Democracy Cross-cutting

Think tank Climate Policy Initiative Cross-cutting (finance)

Think tank, COP negotiators

Indonesia Research Institute for
Decarbonization

Energy
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