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Abstract: Carbon tax has been identified as an important instrument in efforts to mitigate 

climate change in Indonesia. This study aims to evaluate the potential and challenges of 

implementing a carbon tax in the Indonesian context. Through a policy analysis approach, 

this study investigates income potential, economic impact, and policy effectiveness in 

reducing carbon emissions. The study also identifies key challenges that may be faced, such 

as industry resistance, infrastructure limitations, and equitable distribution of tax proceeds. 

Quantitative and qualitative methods were used to analyze data related to the impact and 

implementation of carbon taxes in other countries while considering the social, economic, 

and political context of Indonesia. The study's findings provide important insights for 

policymakers to design and implement an effective carbon tax, taking into account 

Indonesia's unique conditions. It is expected that this research can be a significant 

contribution to developing a sustainable and competitive climate change mitigation strategy 

for Indonesia.   
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INTRODUCTION 
The rise in global temperatures and its consequential impacts have compelled many 

countries, including Indonesia, to take serious steps in reducing greenhouse gas emissions. 

One policy instrument considered effective in climate change mitigation efforts is the 

implementation of a carbon tax. A carbon tax is an economic mechanism designed to 

internalize the cost of carbon emissions by imposing a tax rate on economic activities that 

produce these emissions. Previous studies, such as those conducted by Syah (2024), Adyana 

(2024), Zefanya & Kennedy (2023), Susanto & Ulpa (2023), Kennedy (2024), and others, 

have provided valuable insights into the implementation of a carbon tax in Indonesia, 

including revenue potential, economic, political, and social implications, as well as the 

challenges in its implementation. 

The study by Syah (2024) evaluates carbon tax policies and their implications for the 

manufacturing industry. The findings indicate that the implementation of a carbon tax can 
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incentivize the manufacturing industry to shift towards more environmentally friendly 

practices, but also poses challenges in terms of production cost adjustments. Additionally, 

Adyana (2024) in her study highlights the economic, political, and social aspects of 

implementing a carbon tax in Indonesia. This study reveals the complexity of policy 

implementation, including resistance from the industrial sector and the need for strong 

political support. 

Zefanya & Kennedy (2023) explain the implementation of a cap-and-tax scheme in 

Indonesia's climate change mitigation policy. Their analysis underscores the importance of 

formulating appropriate and transparent policies to manage this system. On the other hand, 

research by Susanto & Ulpa (2023) focuses on the readiness for carbon tax implementation in 

Indonesia, identifying technical and administrative challenges the government may face in 

enforcing this policy. 

Kennedy (2024), in his study, highlights the potential of utilizing social forestry in 

carbon trading to combat climate change. This study emphasizes the need for coordinated 

strategies between the public and private sectors to optimize the benefits of carbon trading. 

Similarly, research by Norsyifa et al. (2023) discusses the dynamics of challenges and 

opportunities in carbon exchange efforts to reduce carbon emissions globally, stressing the 

necessity of international cooperation in addressing climate change issues. 

Febryanti et al. (2024) present an analysis of the carbon footprint in energy production 

and consumption, highlighting the need for a transition towards a green economy as a 

solution to reduce carbon emissions. Furthermore, Vambia & Kuncoro (2024) explore the 

urgency of carbon tax implementation in Indonesia and compare it with ASEAN countries, 

while Saputra (2021) provides insights into the future economic value of carbon in Indonesia 

and the steps that need to be taken. 

Finally, Andriani & Rahmi (2023) review the carbon tax implementation system in 

Indonesia and emphasize the need for legal certainty and consistent political support to 

ensure the success of this policy. In the context of this extensive research, this introduction 

will discuss in more depth the potential and challenges of implementing a carbon tax in 

mitigating climate change in Indonesia, referring to the findings revealed by previous studies. 

 

METHOD 

This study employs a descriptive qualitative approach focusing on literature review 

analysis. This method was chosen to gain an in-depth understanding of the potential and 

challenges of implementing a carbon tax in mitigating climate change in Indonesia. Data 

were collected through reviews of various literature sources, including academic journals, 

government reports, and official publications. The analysis was conducted by identifying key 

findings from previous research relevant to this topic, such as those conducted by Syah 

(2024), Adyana (2024), Zefanya & Kennedy (2023), Susanto & Ulpa (2023), Kennedy 

(2024), and others. The collected data were then descriptively analyzed to explore the 

potential for implementing a carbon tax, including possible revenue generation, economic, 

political, and social impacts, as well as challenges that may be encountered in policy 

implementation. By using this method, this study aims to provide a comprehensive 

understanding of the issues related to the implementation of a carbon tax in Indonesia and 

provide a strong foundation for more effective policy recommendations in addressing climate 

change. 

 

RESULTS AND DISCUSSION 

Carbon tax has become a central focus in efforts to mitigate climate change in 

Indonesia. Evaluating carbon tax policies and their implications for the manufacturing 

industry, as researched by Syah (2024), provides an in-depth understanding of how 



https://dinastipub.org/DIJEMSS                                          Vol. 5, No. 6, August 2024  

2003 | P a g e  

implementing a carbon tax can affect the industrial sector. The findings indicate that a carbon 

tax can incentivize the manufacturing industry to transition to more environmentally friendly 

practices. However, it also poses challenges in terms of production cost adjustments. This 

highlights the need for strategic and policy adjustments to manage the impact of the carbon 

tax on various economic sectors, especially the manufacturing industry, which can 

significantly influence carbon emissions. 

Adyana (2024), in her study on the implementation of a carbon tax in Indonesia, 

provides insights into the economic, political, and social aspects of this policy. The study 

highlights the complexity of carbon tax implementation, including resistance from the 

industrial sector and the need for strong political support. The implications of carbon tax 

policy are not limited to the economic aspect but are also closely related to the political and 

social dynamics within society. Therefore, effective policy formulation must 

comprehensively consider these aspects. 

The study by Zefanya & Kennedy (2023) on the implementation of the cap-and-tax 

scheme in Indonesia's climate change mitigation policy underscores the importance of 

appropriate and transparent policy formulation. Implementing this scheme requires a clear 

framework and effective mechanisms to manage carbon emissions. Without a well-designed 

system, the effectiveness of the carbon tax policy can be compromised, reducing its positive 

impact on climate change mitigation. 

The analysis of the readiness for carbon tax implementation in Indonesia, as conducted 

by Susanto & Ulpa (2023), highlights the technical and administrative challenges the 

government may face in enforcing this policy. Infrastructure and human resource readiness 

are crucial factors in the successful implementation of the carbon tax policy. Additionally, 

political support and public awareness play key roles in creating a supportive environment for 

this policy's implementation. 

The study on the utilization of social forestry in carbon trading by Kennedy (2024) 

highlights the strategic potential of Indonesia's natural resources in climate change mitigation 

efforts. Implementing a carbon tax can promote the development of sustainable forestry 

practices and provide incentives for responsible forest management. However, challenges in 

managing social forestry and balancing economic and environmental interests must also be 

addressed. 

The analysis of the dynamics of challenges and opportunities in carbon exchange 

efforts to reduce global carbon emissions, as studied by Norsyifa et al. (2023), emphasizes 

the importance of international cooperation in addressing climate change issues. A carbon tax 

can be part of a broader international framework to reduce global carbon emissions. 

However, challenges such as policy harmonization between countries and balancing 

economic interests can impede progress in this area. 

The analysis of the carbon footprint in energy production and consumption by 

Febryanti et al. (2024) highlights the need for a transition to a green economy as a solution to 

reduce carbon emissions. Carbon tax policy can be an important instrument in encouraging 

this transition by providing economic incentives for environmentally friendly practices. 

However, challenges in this area include paradigm shifts and investments in green technology 

that require sufficient time and resources. 

The study on the urgency of implementing a carbon tax in Indonesia and its comparison 

with ASEAN countries by Vambia & Kuncoro (2024) provides an understanding of 

Indonesia's position in the regional context. This comparison can offer insights into the 

challenges and opportunities Indonesia faces in implementing a carbon tax policy. The 

conclusions of this study can help in designing more effective strategies to address climate 

change at both national and regional levels. 
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Furthermore, the study on the future economic value of carbon in Indonesia by Saputra 

(2021) provides an overview of the economic potential of implementing a carbon tax. The 

economic value of carbon can serve as an additional incentive for industries and society to 

reduce carbon emissions and invest in environmentally friendly practices. However, 

challenges in determining the right economic value and managing an efficient carbon market 

must also be considered. 

The review of the carbon tax implementation system in Indonesia by Andriani & Rahmi 

(2023) highlights the importance of legal certainty and consistent political support in ensuring 

the success of this policy. Without a clear legal framework and strong political backing, the 

implementation of the carbon tax can face serious obstacles. Therefore, stakeholders need to 

collaborate to create a conducive policy environment for the effective implementation of the 

carbon tax. 

In efforts to reduce the impact of global climate change, the carbon tax has become one 

of the most frequently discussed policy instruments. It is seen as a way to internalize the cost 

of carbon emissions, creating incentives for companies and individuals to reduce fossil fuel 

consumption and switch to cleaner energy sources. However, the implementation of a carbon 

tax is not without challenges. In the context of Indonesia, several important considerations 

must be taken into account. 

One of the main considerations is the potential revenue that can be generated by a 

carbon tax. A study by Syah (2024) highlights that, in addition to being an instrument for 

climate change mitigation, a carbon tax can also be a significant source of revenue for the 

government. This revenue can be used to support investments in renewable energy 

infrastructure, environmental protection programs, and incentives for industries to transition 

to more environmentally friendly practices. However, it is crucial that the use of carbon tax 

revenue is transparent and accountable to ensure that the funds are effectively utilized for 

climate change mitigation purposes. 

Another challenge in implementing a carbon tax is resistance from the industrial sector. 

Adyana (2024) emphasizes that many industries, especially those reliant on fossil fuels, may 

oppose the implementation of a carbon tax because it increases their production costs. This 

can lead to political pressure to oppose or mitigate the impact of such policies. Therefore, it is 

important for the government to consider the needs and interests of the industry when 

designing a carbon tax policy that is acceptable to all stakeholders. 

In addition to industrial resistance, there are also challenges regarding the readiness for 

carbon tax implementation in Indonesia. Susanto & Ulpa (2023) identify that the government 

needs to ensure that the necessary infrastructure and human resources are available and ready 

for managing the carbon tax. This includes developing reliable monitoring, reporting, and 

verification (MRV) systems to track carbon emissions, as well as effective law enforcement 

to ensure compliance with the carbon tax. Furthermore, education and outreach to the public 

about the importance of a carbon tax and its environmental benefits are needed to gain broad 

support. 

The role of social forestry can also be an important part of climate change mitigation 

strategies through the implementation of a carbon tax. Kennedy (2024) notes that Indonesia 

has significant potential in utilizing social forestry for carbon trading, which can provide 

additional incentives for sustainable forest management. However, challenges in managing 

social forestry, such as conflicts of interest and protecting the rights of indigenous 

communities, must also be addressed in the implementation of a carbon tax. 

International cooperation is also a crucial aspect in addressing climate change through a 

carbon tax. Norsyifa et al. (2023) underline the importance of cross-country collaboration in 

developing effective and fair carbon trading mechanisms. This cooperation can help address 

challenges such as policy harmonization between countries and balancing different economic 
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interests. In a regional context, Vambia & Kuncoro (2024) compare the urgency of 

implementing a carbon tax in Indonesia with other ASEAN countries. This study provides 

deeper insights into Indonesia's position in regional climate change mitigation efforts. 

Moreover, the need for a transition to a green economy should also be an important 

consideration in the discussion of implementing a carbon tax. Febryanti et al. (2024) 

highlight that implementing a carbon tax can be a crucial step in promoting this transition by 

providing economic incentives for environmentally friendly practices. However, challenges 

in this area include paradigm shifts and investments in green technology, which require 

sufficient time and resources. 

From an economic perspective, it is important to consider the economic value of carbon 

and how it can be an additional incentive for industries and society to reduce carbon 

emissions. Saputra (2021) emphasizes that setting the correct economic value of carbon is 

key to creating an efficient carbon market. However, challenges in determining the right 

economic value and managing an efficient carbon market must also be addressed. 

In the context of implementing a carbon tax in Indonesia, legal certainty and consistent 

political support are also critical factors. Andriani & Rahmi (2023) stress that without a clear 

legal framework and strong political backing, the implementation of a carbon tax can face 

serious obstacles. Therefore, it is important for the government to ensure that this policy is 

consistently supported by strong legislation and broad political consensus. 

In the overall discussion, it is important to remember that the implementation of a 

carbon tax in Indonesia cannot be separated from its unique social, economic, and political 

context. Each policy step must be carefully considered, taking into account various factors 

that affect the implementation and impact of this policy. With a better understanding of the 

potential and challenges of implementing a carbon tax in Indonesia, it is hoped that the 

government and other stakeholders can design effective and sustainable policies in addressing 

climate change. Continuous evaluation of carbon tax policies is crucial to ensure successful 

implementation and the desired impact. 

Furthermore, an important aspect to consider is the effectiveness of the carbon tax 

policy in reducing carbon emissions and achieving climate change mitigation targets. The 

carbon tax must be designed to provide strong incentives for behavioral changes towards 

clean and environmentally friendly energy use. In this regard, the evaluation of the cap-and-

tax scheme in Indonesia's climate change mitigation policy, as conducted by Zefanya & 

Kennedy (2023), provides insights into the effectiveness of this mechanism in achieving set 

carbon emission targets. The results of this analysis can serve as a basis for refining more 

effective and accurate carbon tax policies in reducing carbon emissions. 

Additionally, the social implications of implementing a carbon tax should also be 

considered. This action can have significant impacts on society, particularly those with lower 

incomes. Therefore, an analysis of how the carbon tax policy may affect different social 

groups is necessary. In the study on the utilization of social forestry in carbon trading in 

Indonesia by Kennedy (2024), the potential social impacts of this policy, such as fulfilling 

indigenous rights and protecting local livelihoods, also need to be thoroughly evaluated. By 

considering these social implications, the carbon tax policy can be designed to be more 

inclusive and sustainable. 

Moreover, the evaluation should also encompass the fairness and distribution of carbon 

tax revenue. The carbon tax can have varying impacts on different industrial sectors and 

social groups. Therefore, it is important to ensure that this policy not only reduces overall 

carbon emissions but also considers fairness in the distribution of tax burdens. In this context, 

the study on the urgency of implementing a carbon tax in Indonesia and its comparison with 

other ASEAN countries by Vambia & Kuncoro (2024) can provide a better understanding of 
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how this policy can be designed to achieve climate change mitigation goals effectively 

without sacrificing social justice. 

Facing these challenges, international cooperation becomes very important. In the study 

on the dynamics of challenges and opportunities in carbon exchange efforts to reduce global 

carbon emissions by Norsyifa et al. (2023), the importance of international collaboration in 

developing effective and fair carbon trading mechanisms is strongly emphasized. Through 

this cooperation, countries can support each other in achieving their climate change 

mitigation targets while ensuring that the implemented policies do not negatively impact 

developing countries or vulnerable communities. 

Additionally, the long-term impact of carbon tax policy on the transition to a green 

economy should also be considered. Febryanti et al. (2024) highlight that this transition 

requires paradigm shifts and investments in green technology that can significantly reduce 

carbon emissions. Therefore, the carbon tax policy must align with efforts to accelerate this 

transition through appropriate economic incentives. 

To address these complex challenges, the policy and regulatory framework supporting 

effective carbon tax implementation must also be strengthened. Andriani & Rahmi (2023) 

emphasize the importance of legal certainty and consistent political support in maintaining 

the success of this policy. Without a clear legal framework and strong political backing, the 

implementation of a carbon tax can face serious obstacles. 

Thus, the evaluation of the potential and challenges of implementing a carbon tax in 

Indonesia's climate change mitigation efforts must be comprehensive and involve the various 

aspects mentioned above. Only with a holistic and integrated approach can the carbon tax 

policy be designed and implemented effectively to achieve sustainable climate change 

mitigation goals for Indonesia. 

 

CONCLUSION 

The implementation of a carbon tax in Indonesia is a crucial step in the global effort to 

mitigate climate change. To reduce carbon emissions and accelerate the transition towards a 

sustainable economy, it is essential to evaluate the potential and challenges associated with 

this policy. Through studies conducted by various researchers, we can draw several relevant 

conclusions. 

First, a carbon tax has significant potential to generate revenue that can be used to 

support investments in renewable energy infrastructure and environmental protection 

programs. This revenue can also provide additional incentives for industries to transition to 

more environmentally friendly practices. However, it is important to ensure that the use of 

carbon tax revenue is transparent and accountable. 

Second, the main challenges in implementing a carbon tax are resistance from the 

industrial sector and the need for strong political support. Industries reliant on fossil fuels 

may oppose this policy because it increases their production costs. Therefore, constructive 

dialogue between the government, industry, and other stakeholders is necessary to design a 

carbon tax policy that is acceptable to all parties involved. 

Third, the readiness of infrastructure and human resources is also a crucial factor in the 

successful implementation of a carbon tax policy. The government must ensure that the 

necessary monitoring, reporting, and verification (MRV) systems for managing the carbon 

tax are available and ready for use. Additionally, political support and public awareness play 

key roles in creating an environment that supports the implementation of this policy. 

Fourth, it is necessary to consider the social implications of implementing a carbon tax. 

This tax can have significant impacts on society, especially those with low incomes. 

Therefore, an analysis of how the carbon tax policy may affect different social groups is 
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needed. By considering these social implications, the carbon tax policy can be designed to be 

more inclusive and sustainable. 

Fifth, international cooperation is very important in the effort to address climate change 

through a carbon tax. Collaboration between countries can help develop effective and fair 

carbon trading mechanisms. Through this cooperation, countries can support each other in 

achieving their climate change mitigation targets, while ensuring that the policies 

implemented do not negatively impact developing countries or vulnerable communities. 

Sixth, it is also important to consider the long-term impact of the carbon tax policy on 

the transition to a green economy. This transition requires paradigm shifts and investments in 

green technology that can significantly reduce carbon emissions. Therefore, the carbon tax 

policy must align with efforts to accelerate this transition through appropriate economic 

incentives. 

Finally, there is also a need for a policy and regulatory framework that supports the 

effective implementation of a carbon tax. Without a clear legal framework and strong 

political support, the implementation of a carbon tax can face serious obstacles. Therefore, it 

is important for the government to ensure that this policy is consistently supported by strong 

legislation and broad political consensus. 

Thus, the evaluation of the potential and challenges of implementing a carbon tax in 

Indonesia provides a better understanding of how this policy can be effectively designed and 

implemented. With a holistic and integrated approach, the carbon tax policy can become an 

effective instrument in addressing global climate change and accelerating the transition 

towards a more sustainable and environmentally friendly economy for Indonesia and the 

world as a whole. 
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