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FOREWORD

With the global outbreak of the COVID-19 

pandemic in 2019–2020, the world – 

including Indonesia – will never be the 

same anymore. The devastating impact 

of the pandemic has left deep scars on 

the economy and the people. Applying 

a business as usual approach to recover 

from the pandemic is not suf�cient to 

return our trajectory growth back to 

the pre-COVID-19 situation. Economic 

Transformation is a must! And it should 

be sustainable.

Therefore, the Ministry of National 

Development Planning (Bappenas) 

established six strategies within 

Indonesia’s Economic Transformation 

framework. Green Economy is one of

the strategies.

Long before, Indonesia has committed 

to moving towards a sustainable 

development path by incorporating 

low carbon development and climate 

resilience policies into the National 

Medium-Term Development Plan 

(RPJMN) 2020–2024. The commitment 

con�rms our compliance with the Article 

3.4 of the UNFCCC: “Policies and 

measures to protect the climate system 

against human-induced change should 

be appropriate for the speci�c conditions 

of each Party and should be integrated 

with national development programmes”. 

Suharso Monoarfa 
Minister of National Development Planning/
Head of National Development Planning Agency 
(Bappenas) of the Republic of Indonesia

Moving forward, we need to ensure 

that our effort in transitioning towards 

a Green Economy as part of economic 

transformation is on track. Therefore, 

we are delighted to present Indonesia 

Green Economy Index as a tool 

to measure the progress of Green 

Economy by using selected indicators 

representing economic, environmental, 

and social nexus. This report features 

our initial thoughts on developing the 

Green Economy Index. It uses the 

index to maintain Indonesia’s Green 

Economy trajectory and accelerate 

the implementation of a low carbon 

development and climate resilience 

program as the backbone in 

transitioning toward a Green Economy.

Our initiative in developing Indonesia’s 

Green Economy Index is a step 

forward toward Green Economy 

pathways that will be followed by 

another giant leap as Indonesia will 

incorporate this Green Economy 

Index into our national development 

planning documents. We believe 

that continuous improvement and 

iteration of the Green Economy Index 

would be required to make it better. 

We are grateful for all support from 

our partners in developing this report, 

and we welcome future strategic 

collaborations.
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EXECUTIVE 
SUMMARY 

Indonesia’s emerging economy is 

expected to consistently grow, giving 

positive signal for the government 

to escape the middle-income trap 

and achieve high-income status 

by 2045. However, the unforeseen 

COVID-19 pandemic has created a 

multidimensional crisis that affects 

not only the economy, but also our 

progress in eradicating poverty and 

ensuring equality. Aside this pandemic, 

Indonesia has also been battling 

with another crisis: climate change, 

which severely impacted physical 

environment, ecosystem, and human 

societies. Both crises will hinder 

Indonesia’s progress to achieve 2030 

sustainable development agenda and 

become a high income country by 

2045. Implementing business-as-usual 

approaches in development will be 

insuf�cient to guarantee a long-term 

sustainable growth in the future.

  

Bappenas analysis reveals that 

economic growth of at least 6% is 

needed to ensure Indonesia ful�lling 

the 2045 vision. Therefore, a structural 

change in economy is necessary, not 

only to recover from the COVID-19 

crisis, but in parallel also fostering the 

economic trajectory of higher growth 

in the medium-long term. Bappenas 

expresses this strategy of economic 

transformation with Green Economy 

as one of the ”game changers”, aiming 

to create advanced and inclusive 

economic growth while realizing social 

welfare and maintaining environmental 

quality. low carbon development and 

climate resilience policies are designed 
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to be the main instruments or the 

“backbone” to run a Green Economy 

strategy. 

Pursuing a Green Economy is envisaged 

to bring in multiple bene�ts and lead 

Indonesia to reach the Net Zero 

Emissions (NZE) target by 2060 or 

sooner. One of the key advantages 

according to Bappenas study includes 

securing high average GDP growth up to 

6.5% annually until 2050. As the concept 

suggests, the economic growth would 

not compensate the environment and 

ecosystem. The study projects almost 

100 billion tonnes of CO2eq saved over 

2021–2060, reducing emission intensity 

up to 68% by 2045 before reaching zero 

by 2060. Moreover, Green Economy 

is also predicted to offer 1.8 millions of 

additional green jobs. 

To assure that the economic 

transformation is effective to head 

Indonesia toward a Green Economy, 

a contextual framework with tangible, 

representative, and accurate indicators 

to measure the green economic progress 

is essentially required. Regarding that, 

Bappenas has developed Indonesia 

Green Economy Index comprising of a 

set of multidimensional indictors—15 in 

total—covering the interlinkages between 

three main pillars of sustainability: 

environment, social, and economy.

Within the ten-year period of assessment, 

from 2011 to 2020, Indonesia Green 

Economy Index unfolds a rising trend, 

indicating the right track for the country 

toward a Green Economy. The composite 

Green Economy Index score grows 

25%, reaching 59.17 in 2020. Four 

indicators are identi�ed as the main 

contributors to this result of which having 

a very good score exceeding 75: forest 

cover, managed waste, industrial labor 

productivity, and life expectancy. We 

found that several policies i.e., ban on 

issuing new permits to clear primary 

forests and peatlands and moratorium on 

new oil palm plantation licenses drive the 

forest cover indicator to gain the highest 

score at 88.9 in 2020.

When assessing each pillar’s progress 

individually, pillar of economic indicators 

are shown to be the most progressive, 

which prompted mainly by �nal energy 

intensity with score more than doubles 

from 34 to 74 within the span of ten-

year. A lower energy intensity value 

means a more energy-ef�cient process 

and technology are utilized to fuel the 

economy. However, when zooming in 

each indicator’s progress, both share 

of renewable energy and poverty rate 

actually own the best progress among 

all, despite having the lowest score every 

year. Regardless dragging down the 

composite index of environmental pillar, 

score of share of renewable energy triples 

from 9 in 2011 to 28.9 in 2020. A more 

renewables focused electricity planning 

by the government and supportive 

regulation on biofuel has pushed this 

improvement. Meanwhile, poverty rate 

gradually rises with an average increase 

of 53% annually, hit a score of 24.8 in 

2020. In general, the social pillar has a 

steady growing trend despite signi�cant 

fall in 2020 due to the pandemic.

Green Economy Index marks a new 

milestone for Indonesia in transforming 

towards low carbon and green 

economy by providing a comprehensive 

and objective analysis between 

economy, environment and social 

nexus. With strong commitment by the 

Government of Indonesia to incorporate 

green economy, Green Economy Index 

would serve as a tool for evaluation 

and strategic development purposes to 

help the government formulate future 

planning document and policies.
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INTRODUCTION:
HOW TO EMERGE 
STRONGER AFTER 
PANDEMIC? 



GREEN ECONOMY INDEX: A STEP FORWARD TO MEASURE THE PROGRESS OF LOW CARBON & GREEN ECONOMY IN INDONESIA 7

THE DISRUPTIVE EVENTS 
THAT CHANGE EVERYTHING

Indonesia has achieved signi�cant 

development progress during 

2010–2019 as indicated by the steady 

economic growth and declining poverty 

rate. With that trajectory, Indonesia was 

lauded as a newly emerging country 

and predicted to become one of the 

high economies along with China, India, 

and Brazil by 2050 (PWC, 2017). The 

Government of Indonesia aims to shift 

toward low carbon and sustainable 

development by integrating Low 

Carbon Development policies into the 

National Medium Term Development 

Plan (RPJMN) 2020–2024. According 

to the scenarios, a low carbon growth 

path can deliver an average Gross 

Domestic Product (GDP) growth rate 

of 6% until 2045 and unlock an array 

of economic, social, and environmental 

bene�ts (Ministry of Development 

Planning, 2019). All of these indications 

have given the Government con�dence 

to escape the middle-income trap and 

achieve high-income status by 2045.

However, the outbreak of the COVID-19 

pandemic in the last two years has 

created a multidimensional crisis that 

affects not only the health sector, 

but also the country’s economy and 

people’s welfare. As a result, Indonesia’s 

economy contracted up to 2.07% in 

2020 (Central Bureau of Statistics, 

2021), along with rising poverty and 

unemployment rates. Responding to the 

pandemic, the Government has made 

enormous efforts to save lives while at 

the same time keeping the economy 

a�oat. Huge investments have been 

channeled within the National Economic 

Recovery (PEN) program. In 2020 and 

2021, ~IDR 500–557 trillion had been 

spent through the PEN program, an 

average of 73.5% of the total allocated 

budget (Ministry of Finance, 2022).

 

On the other hand, another crisis has 

been surging even before the pandemic 

started: climate change. As one of the 

most vulnerable countries to climate 

change impact, Indonesia is highly 

exposed to physical climate risks such 

as extreme weather, �oods, droughts, 

and sea level rise. The National Disaster 

Management Authority data shows 

Indonesia experienced 5.402 disasters 

in 2021, of which 5.377 were related 

to hydrometeorological disasters 

(The National Disaster Management 

Authority, 2022). It con�rms the latest 

IPCC report which signaled a code red 

for humanity, highlighting the increase of 

global temperature to 1.5oC is faster than 

previously predicted and climate impacts 

including climate-related disasters are 

more severe than expected (IPCC, 2021).

 

Both the COVID-19 pandemic and climate 

change are disruptive. They will hinder 

Indonesia’s progress in achieving the 2030 

sustainable development agenda and 

hamper the country’s vision to become 

the �fth-largest economy by 2045. 

According to the Ministry of National 

Development and Planning (Bappenas), 

without a breakthrough in post-covid 

recovery, Indonesia’s economic trajectory 

will be dif�cult to return to its pre-

pandemic state. In that case, Indonesia 

will miss the opportunity to escape the 

middle-income trap by 2045. 

COVID-19 pandemic has also changed 

the way of people’s life. Several affected 

sectors are disrupted and need to be 

considered as future trends, including 

evolving health systems, acceleration of 

digitalization, increased  role of Arti�cial 

Intelligence (AI), machine learning and 

big data, changing in global value chain, 

teleworking, and green recovery.



Figure 1 Projection of GNI Per Capita (USD/capita, Atlas Method) with three scenarios of 
average economic growth of 5%, 6%, and 7%.
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ECONOMIC TRANSFORMATION 
AS THE BREAKTHROUGH

Indonesia Vision 2045 boldly stated 

that Indonesia will become a high-

income country by 2036 (Ministry 

of Development Planning, 2019) 

surpassing the Gross National Income 

(GNI) per capita threshold of USD 

12,695 (World Bank, 2021). Following 

the COVID-19 pandemic, the scenario 

has changed. Figure 1 shows a 

projection of Indonesia’s growth under 

various scenarios in the post-COVID 

event. For Indonesia to become a 

high-income country and escape the 

middle-income trap in 2045, economic 

growth of at least 6% is required. To 

achieve this goal, Indonesia needs a 

structural change to shift the country’s 

economic structure from a less to a 

more productive sector. This structural 

change is implemented within an 

economic transformation framework, 

aiming to recover from the COVID-19 

crisis and increase the trajectory of 

higher growth in the medium-long term. 

In order to manage the trade-off between economic recovery and sustainable 

development in post-COVID events, the Ministry of National Development Planning/

Bappenas established six strategies within Indonesia’s Economic Transformation 

framework to lift the economic growth trajectory back to the pre-COVID situation. 

Economic transformation is expected to strengthen three production areas: Total 

Factor Productivity (TFP), capital productivity, and labour productivity. 
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Implementing Green Economy as one of Indonesia’s 

economic transformation strategies is a timely step, as Green 

Economy plays strategic role as future “game changers”, 

particularly in navigating the development paradigm toward a 

more sustainable and low carbon economy. 

These six strategies of economic transformation 

will serve as “the game changers” to achieve 

Indonesia’s Vision in 2045,

which will include:

Bolstering the 

competitiveness of human 

resources, focusing on the 

health system, education, 

and research and 

innovation. 

Improving productivity 

of the economic 

sector, focusing on 

industrialization, the 

productivity of SMEs, 

and modernization of 

agriculture.

Green economy, 

focusing on low carbon 

economy and circular 

economy, blue economy, 

and energy transition. 

Digital transformation, 

focusing on digital 

infrastructure, digital 

utilization, and 

strengthening enablers.

Domestic economic 

integration, focusing on 

connectivity infrastructure 

such as superhub for 

air and maritime, and 

domestic value chain. 

Relocation of the New 

Capital city (IKN), which 

is expected to create a 

new source of growth 

and create balance 

between regions.
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WHAT IS 
GREEN 
ECONOMY?

The urgency of shifting toward a green 

and sustainable economy has been 

underlined by the international community 

over the past few years, which is driven 

by the implication of climate change 

and environmental degradation on 

economic and social growth. In June 

2012, the United Nations Conference 

on Sustainable Development (UNCSD) 

that was held in Rio de Janeiro issued an 

outcome document entitled “The future 

we want”. In the document, the green 

economy is cited as one of the important 

tools available for achieving sustainable 

development (UNGA, 2012). 

Although the term green economy 

is relatively new and there is no 

internationally agreed de�nition for 

it, a number of organizations and 

governments have proposed de�nitions 

for a green economy that generally share 

the same core idea. For example, the 

United Nations Environment Programme 

(UNEP) de�nes a green economy as 

one that results in improved human 

well-being and social equity, while 

signi�cantly reducing environmental risks 

and ecological scarcities (UNEP, 2008). 

Another de�nition comes from the Green 

Economy Coalition, which describes 

green economy as one that provides 

prosperity for all within the ecological 

limits of the planet, which follows �ve key 

principles of wellbeing, justice, planetary 

boundaries, ef�ciency and suf�ciency, 

and good governance.

The notion of green economy is more 

than just a green GDP that accounts 

for negative environmental externality in 

the accounting of the national output. 

The green economy concept de�ned 

by Bappenas was adopted from 

UNEP’s green economy de�nition of an 

economic development model to support 

sustainable development with a focus 

on investment, capital, infrastructure, 

employment and skills to achieve social 

welfare and environmental sustainability 

(UNEP, 2012). Within Indonesia’s 

economic transformation strategy, 

green economy is aimed at creating 

high and inclusive economic growth 

while realizing social wellbeing and 

maintaining environmental quality. The 

green economy practices in Indonesia 

are centred on low carbon development 

and climate resilience policies, which 

have emerged as the main instruments or 

“backbone” of the green economy itself. 

Both policies have been integrated into 

the national medium-term development 

plan (RPJMN 2020–2024), which 

also heeds the mandate of the United 

Nations Framework Convention on 

Climate Change (UNFCCC) Article 3.4 

to incorporate climate action into the 

development plan.

Figure 2 depicts how the economic 

transformation from brown to green 

economy contributes to the realization 

of the Sustainable Development 

Goals (SDGs). The transition to a 

green economy entails abandoning 

conventional economic practices or 

a “brown-based economy” in which 

environmental sustainability and social 

inclusion are not prioritized. The brown 

economy is an economic model that 

still fosters activities that heavily rely on 

fossil fuels, which produces signi�cant 

amounts of Greenhouse Gas (GHG) 

emissions, air pollution, and waste, 

as well as an economy that causes 

severe ecological depletion due to 

overexploitation. Meanwhile, achieving 

a Green Economy means implementing 

a paradigm with a novel concept, that 

there is no longer a trade-off between 

economic, social, and environmental 

development; rather, these three 

aspects may coexist.

The Green Economy refers to 

sustainable planetary-wide economy, 

which applies to both at the terrestrial 

and marine (blue economy). All activities, 

investments, and infrastructure that fall 

under the green economy’s umbrella are 

contrary to the brown-based economy. 

For instance, a green economy would 

emphasise the utilization of renewable 

energy for industry and transportation 

systems instead of fossil fuel, shifting 

to low carbon industries, promoting a  

circular economy, environment friendly 

and improve economic productivity on 

land and marine without exploiting and 

creating damage to the ecosystem. 

These economic activities will provide 

signi�cant opportunities for high and 

green economic growth while fostering 

social cohesion and improving natural 

carrying capacity – thereby directly 

contributing to the achievement of 

Sustainable Development Goals.
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According to the Green Economy Report by 

Bappenas, pursuing a green economy will 

offer multiple bene�ts and lead Indonesia 

to reach the Net Zero Emissions (NZE) 

target by 2060 or sooner. The simulation 

results in the Bappenas study indicate 

that Green Economy practices 

through low carbon development 

and climate resilience can bring 

a number of advantages for 

Indonesia, including:

until 2050

Average GDP
growth of 

6.1–6.5%
PER YEAR

of CO2e GHG emissions 
reduced over 2021–2060 

87–96
BILLION TONNES

higher gross national 
income (GNI)
by 2045

25–34%
(13,890-14,975 
USD/CAPITA)

additional green jobs 
in 2030 spread across 
the energy sector, 
EVs, land restoration 
and waste sectors 

1.8MILLION

Nearly

68%
REDUCTION 
IN EMISSION 
INTENSITY
by 2045, before 
reaching NZE by 2060
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in 2045 alone 
from reduced 
air pollution 

40,000
LIVES SAVED

by 2060

Ecosystem restoration 
of services valued at

US$4.75
TRILLION/
YEAR

of primary forest 
protected by 2060

3.2 MILLION HA

across the 
economy

BOOST 
CLIMATE 
RESILIENCEof forest coverage 

added by 2060

4.1 MILLION HA

Indonesia can begin reaping these bene�ts immediately by implementing green economy and net zero measures as part of 

its COVID-19 recovery. However, it will not be easy, since moving toward a green economy and exploring the path to a net-

zero future would require signi�cant policy reforms, adjustments to investment priorities, and strong coordination between 

public and commercial sectors as well as with international partners. Furthermore, the green economy agenda requires 

integrated cross-sectoral planning and reliable measuring tool to track the progress and achievements. This tool is crucial 

to determine whether Indonesia’s transition to a green economy is on track and aligned with national development targets 

and global development as well as to identify opportunities for policy adjustments and priority improvements along the way.

by 2060

Mangrove extent 
increased to

3.6
MILLION HA



GREEN ECONOMY INDEX: A STEP FORWARD TO MEASURE THE PROGRESS OF LOW CARBON & GREEN ECONOMY IN INDONESIA14

DESIGNING AN 
INCLUSIVE FRAMEWORK 
TO MEASURE GREEN 
ECONOMY PROGRESS


