https://greenpub.org/JIM, Vol. 4, No. 4, Oktober — November 2025

E-ISSN: 2829-4580
P-ISSN: 2829-4599

nation.info@gmail.com

DOI: https://doi.org/10.38035/jim.v4i4
https://creativecommons.org/licenses/by/4.0/

The Green Economy for Sustainable Growth: Opportunities in
Indonesia’s Economic Transformation

Bulgis Khumairoh?, Darmanto Darmanto?, Asrianti Dja’wa®, Halek Mu’min*
tUniversitas Islam Negeri Kiai Haji Achmad Siddig, Blitar, Indonesia, agiscd100@gmail.com
2Sehan University, Yeongam, South Korea, darma3388@sehan.ac.id

3Universitas Halu Oleo, Kendari, Indonesia, asrianti.djawa@uho.ac.id

4INTI International University, Nilai, Malaysia, halekmumin@gmail.com

Corresponding Author: darma3388@sehan.ac.id?

Abstract: This study opens by noting that the global growth model is shifting toward a green
economy that reconciles prosperity with ecological limits. The objective is to identify
Indonesia’s green-economy opportunities. Using a qualitative, library-based design, we
synthesize peer-reviewed studies, official statistics, and policy documents. Findings reveal
six opportunity channels. (1) Investment momentum: rising renewable-energy finance and
project digitalization are attracting domestic and foreign capital, signaling policy credibility.
(2) Structural and sectoral diversification: clean-tech and circular practices are spilling over
into components, services, and agro-processing, deepening value chains. (3) Labor-market
transformation: green industries create safer, higher-quality jobs, provided reskilling systems
align training with firm needs. (4) Macroeconomic resilience: greater renewable penetration
reduces import dependence and exposure to price shocks while supporting external balance.
(5) Trade competitiveness and innovation: certification, traceability, and eco-innovation
differentiate exports and open access to sustainability-sensitive markets. (6) Regional
development opportunities: microgrids, green industrial parks, and subnational finance can
diffuse benefits to lagging provinces. The study implies that Indonesia can convert the green
transition into a long-term engine of inclusive growth by scaling de-risked green finance,
accelerating grid modernization, and embedding portable green skills across education and
workforce programs while advancing place-based industrial strategies and data-driven
supply-chain governance at national scale.

Keywords: Green economy, opportunity, sustainable development, renewable energy,
structural transformation.

INTRODUCTION

The global economic landscape has undergone significant transformation in recent
decades. Traditional growth models largely driven by the intensive extraction of natural
resources and the pursuit of industrial expansion are increasingly being questioned for their
unsustainable dependence on finite ecological assets (Bina, 2013; Georgeson et al., 2017). In
response to this paradigm shift, the green economy has emerged as a strategic alternative that
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seeks to reconcile economic growth with environmental sustainability and social inclusion.
No longer confined to theoretical discourse, the green economy has evolved into a central
pillar of the global policy agenda and a fundamental component of sustainable-development
strategies in the twenty-first century (Anwar, 2022).

This paradigm represents a fundamental reorientation of development thinking,
emphasizing the decoupling of economic prosperity from environmental degradation through
innovation, efficiency, and low-carbon transformation. Indeed, the concept of decoupling has
been analytically scrutinized in the literature as a core mechanism for enabling “green
growth” (Vadén et al., 2020). Yet empirical evidence remains contested, especially regarding
whether full (absolute) decoupling can be achieved at scale over long horizons. In this global
context, Indonesia’s experience offers an important case study of how a resource-rich
developing economy strives to balance rapid growth with sustainability imperatives while
fulfilling both domestic and international development commitments.

The rationale for Indonesia’s transition toward a green economy is reinforced by its
international commitments under the Paris Agreement and the Sustainable Development
Goals (SDGs). Within the SDG framework, the green economy serves as a multidimensional
catalyst for achieving diverse objectives ranging from poverty alleviation and food security to
clean energy access, climate resilience, and environmental protection (Lou et al., 2024). This
paradigm positions Indonesia’s shift toward a green economy not merely as an ecological
necessity but as a strategic pathway for long-term economic transformation. As a rapidly
developing nation, Indonesia recognizes that investments in low-carbon industries, renewable
energy, and climate-resilient infrastructure can simultaneously advance economic growth and
national decarbonization targets.

Emerging green sectors such as renewable energy, clean technologies, sustainable
agriculture, and eco-friendly tourism have been identified as potential new engines of growth,
capable of generating high-quality employment and strengthening regional competitiveness
(Aditya et al., 2025). Moreover, Indonesia’s pursuit of a net-zero economy under the Paris
Agreement provides significant opportunities for structural transformation and energy
diversification—provided that sustained innovation, institutional reform, and human-capital
development accompany this transition (Resosudarmo et al., 2023). Collectively, these
dynamics underscore that Indonesia’s green-economy agenda embodies both an
environmental imperative and economic opportunities. Realizing these opportunities will
require continued policy innovation, infrastructure modernization, and capacity-building
efforts to sustain the momentum toward inclusive, low-carbon, and sustainable growth (Zola
etal., 2023).

Scholarly discourse on green growth continues to evolve, offering critical insights for
Indonesia’s policy formulation. Infante-Amate et al. (2025) highlight the historical
complexity of achieving low-carbon transitions, noting that a significant share of global
emission reductions between 1820 and 2022 occurred during economic recessions rather than
periods of proactive green growth. Conversely, Liu et al. (2025) present a more optimistic
perspective, demonstrating that energy transition, capital investment, and improvements in
educational quality have substantially contributed to green-GDP growth across OECD
countries. These studies suggest that successful green-growth strategies require context-
specific interventions tailored to each country’s institutional capacity, technological readiness,
and educational foundations.

Building on these global insights, Indonesia’s policy landscape illustrates how a
developing economy is operationalizing the theoretical principles of green growth into
actionable frameworks for sustainable transformation. Law No. 30 of 2007 on Energy sets the
foundational legal basis by mandating that new and renewable energy be developed by state
and regional governments in pursuit of the public welfare and by promoting diversification
away from imported fossil fuels (Law No. 30/2007). Meanwhile, Government Regulation No.
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79/2014 translates that legal foundation into quantitative energy goals: promoting a share of
renewable energy of at least 23 % by 2025 and 31 % by 2050, providing a regulatory anchor
for national transition ambitions. The introduction of a carbon-tax mechanism marks a
milestone in internalizing environmental externalities, improving energy efficiency, and
encouraging private investment in clean technologies (Lumbanraja & Lumbanraja, 2023).

Complementary incentives such as tax holidays, import-duty exemptions for green-
technology components, and concessional financing further reinforce Indonesia’s evolving
green finance ecosystem. The issuance of sovereign green bonds (or green sukuk) has already
signaled government commitment: Indonesia became one of the first countries to issue a
sovereign green sukuk in 2018 to channel capital to climate-friendly projects (UNDP, 2018).
Meanwhile, the establishment of a national green taxonomy (TKBI Taksonomi Keuangan
Berkelanjutan Indonesia) provides standardized criteria for classifying green economic
activities, aiding transparency and alignment of financial flows with sustainability goals (OJK,
2025). Therefore, these instruments are designed to mobilize private investment, enhance
accountability, and embed climate objectives within the financial architecture. By integrating
fiscal and financial mechanisms into its broader development agenda, Indonesia aims to build
a resilient, inclusive, and competitive green-economy model capable of sustaining long-term,
low-carbon growth (Wati & Fasa, 2025).

Following this background, the present study examines the impacts of green-economy
implementation on Indonesia’s economic dynamics, focusing on economic growth, structural
transformation, and social welfare. The research aims to identify and analyse the strategic
opportunities that Indonesia can leverage to accelerate its transition toward a green, inclusive,
and resilient economy. By situating Indonesia’s experience within the broader discourse on
sustainable development in emerging economies, this study contributes to understanding how
green-economy strategies can foster equitable growth in resource-dependent nations. Through
this assessment, the study seeks to provide evidence-based insights to guide policymakers in
designing context-sensitive strategies that can accelerate Indonesia’s transition toward a
sustainable, equitable, and low-carbon future.

METHOD

This study adopts a qualitative, library-based research design to examine the impacts of
the green economy on Indonesia’s economic development. This design is well suited to
capturing the multidimensional and dynamic nature of green-economy phenomena, which
span economic, social, and environmental dimensions. The library-based approach
synthesizes theoretical and empirical perspectives drawn from peer-reviewed literature,
official reports, and national policy documents. The analytical focus is directed toward
identifying key opportunities and enabling factors that support Indonesia’s transition to a
green economy, rather than evaluating barriers or implementation challenges.

The study relies exclusively on secondary data obtained from reputable national and
international institutions to ensure accuracy, credibility, and comprehensiveness. At the
national level, Statistics Indonesia (BPS) provides baseline and longitudinal data on
macroeconomic indicators, sectoral structures, investment flows, labor-market dynamics, and
inflation. These datasets form the empirical foundation for assessing Indonesia’s economic
performance before and after the implementation of green-economy policies. At the
international level, data from the United Nations Development Programme (UNDP) and the
World Bank enhance the study’s comparative and analytical depth. UNDP provides cross-
country evidence and best practices in green-economy implementation, while the World Bank
contributes comparative indicators such as sustainable-development metrics, green-
competitiveness indices, and growth projections under green-policy scenarios. Integrating
these diverse data sources facilitates triangulation of evidence, thereby reinforcing the study’s
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validity and reliability by corroborating findings across multiple institutional perspectives
(Pambudi et al., 2023).

The present study focuses on three principal domains of impact: economic growth,
structural transformation, and social welfare. First, it examines how the expansion of green
sectors contributes to GDP growth, drives structural shifts from extractive to sustainable
industries, and generates multiplier effects on aggregate output, tracing these developments
over time and identifying key policy milestones (Koppl & Schratzenstaller, 2024). Second, it
analyzes domestic and foreign investment flows, the mobilization of green finance, and the
effectiveness of policy instruments such as fiscal incentives and carbon pricing—in directing
capital toward sustainable sectors, while comparing risk—return profiles of green versus
conventional investments. Third, the study evaluates social welfare outcomes associated with
the green-economy transition, including job creation, employment stability, and the
distributional impacts of green growth across demographic and regional groups. It assesses
the inclusiveness of emerging opportunities, the quality of green employment, and the
effectiveness of reskilling and upskilling programs in supporting vulnerable workers. All
domains provide a holistic understanding of how Indonesia’s transition toward a green
economy shapes its economic performance, industrial structure, and social well-being.

RESULTS AND DISCUSSION

The transition to a green economy presents broad opportunities for Indonesia’s
sustainable development, serving as a catalyst for structural transformation and economic
resilience. Two key drivers underpin this momentum: the rise of investment in renewable
energy and the expansion of green technologies. Together, they form the foundation for long-
term structural change that enhances productivity, inclusivity, and competitiveness.

Investment momentum

In 2023, Indonesia’s renewable-energy sector attracted approximately USD 2.8 billion
in investment, signaling growing confidence among both domestic and international investors
in the country’s commitment to sustainability (Aditya et al., 2025). This investment
momentum reflects the combined influence of regulatory reforms, fiscal incentives, and
technology-driven innovation designed to stimulate the transition toward clean energy.
Government initiatives including tax holidays, import-duty reductions, and streamlined
licensing processes have reduced administrative burdens and improved the investment
climate (Supriyanto et al., 2022). These policies have created a more transparent and
predictable environment that enables investors to allocate long-term capital with greater
confidence, while complementary deregulation in power generation and distribution has
expanded opportunities for private-sector participation (Budi et al., 2022).

At the same time, digitalization has emerged as a crucial enabler of renewable-energy
investment and operational efficiency. The adoption of smart-grid infrastructure, blockchain-
based energy tracking, and real-time monitoring systems has improved transparency, reduced
transaction costs, and strengthened governance across project lifecycles (EI Zein &
Gebresenbet, 2024; Zhang et al., 2023). These advances enhance investor trust by mitigating
information asymmetry and facilitating data-driven decision-making in areas such as grid
stability, energy forecasting, and performance analytics. Moreover, Indonesia’s growing
emphasis on sustainable finance—particularly through green bonds and environmentally-
linked credit mechanisms—has broadened the pool of investable capital available for low-
carbon projects (Wahyuningsih et al., 2025). Such instruments not only attract institutional
investors but also integrate environmental accountability into the financial system, aligning
capital markets with long-term sustainability objectives.

These developments demonstrate that Indonesia’s policy and financial ecosystem is
becoming progressively more conducive to renewable-energy investment. The synergy
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between fiscal incentives, digital transformation, and sustainable-finance innovation
underscores the country’s potential to position itself as a regional leader in green investment
and technological advancement, supporting its broader goals of economic diversification and
energy security.

Structural and sectoral diversification

Green investments in Indonesia have begun to catalyze deeper economic diversification,
extending beyond renewable energy and sustainable agriculture into adjacent industries such
as component manufacturing, technical consulting, and green infrastructure services
(Imansyah et al., 2023). This shift reflects how investments in one “core” green sector can
generate network spillovers into upstream and downstream activities, enhancing value chains
and stimulating domestic industrial development. Input-output analyses point to strong
multiplier effects from these emerging sectors: because they feature relatively low carbon-
emission intensity and greater linkages across the economy, they help propagate green
growth beyond primary investments.

This pattern aligns with the predictions of endogenous growth theory, which
emphasizes technological innovation and human-capital accumulation as engines of long-run
productivity. In the green-economy context, investment in clean-technology manufacturing or
green consultancy generates innovation rents and knowledge spillovers that can elevate
productivity in neighboring sectors. For instance, Kusumawardani et al. (2024) show that
Indonesian SMEs in the batik industry are gradually adopting green-industry standards and
sustainable production pathways demonstrating how even traditional manufacturing niches
can diversify toward greener processes. Meanwhile, Mulatsih (2025) link green intellectual
capital and eco-innovation within Indonesian firms to improved sustainability performance,
suggesting that firms with absorptive capacity are more able to branch into related green
services and products.

Empirical evidence supports this trajectory. A study of green logistics and
environmentally friendly production practices in firms found that the adoption of green
management practices improved operational efficiencies and competitive positioning (Setyadi
et al., 2023). Similarly, research on readiness for green certification in SMEs indicates that
diversification into greener production is becoming viable when regulatory support and
technical capacity exist (Kusumawardani et al., 2024). These cases show that sectoral
diversification is not merely a theoretical ideal but is beginning to occur in practice within
Indonesia’s industrial landscape. Notably, such developments also reflect the growing
diffusion of eco-innovation across supply chains, where firms increasingly collaborate with
suppliers and clients to meet sustainability standards (Mulatsih, 2025). Moreover, the
government’s push for industrial decarbonization under the National Green Industry Policy
has further encouraged firms to integrate green technology and circular-economy practices,
reinforcing the structural shift toward sustainable industrial growth (Imansyah et al., 2023).

Nevertheless, the pace and equity of diversification hinge critically on effective policy
architecture, capacity development, and infrastructure investment. Without targeted
incentives or institutional support, emerging green sectors may remain clustered around
resource-rich provinces or established industrial hubs, leaving peripheral regions behind. In
this light, structural diversification must be guided by inclusive regional development
strategies, fiscal incentives for value-added green manufacturing, and coordinated investment
in logistics, skills development, and technology diffusion. Only then can Indonesia’s green-
economy transition become not only environmentally sustainable but also industrially
transformative and socially inclusive.
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Labor-market transformation

The green transition is opening clear avenues for employment creation and inclusion in
Indonesia. Modeling exercises cited in recent Indonesian energy-transition research indicate
substantial job creation potential by mid-century, particularly in renewable energy,
sustainable waste management, organic agriculture, and eco-tourism; critically, these roles
tend to offer safer conditions, better wages, and more stable career ladders than many carbon-
intensive jobs (Aditya et al., 2025; Resosudarmo et al., 2023). International evidence also
shows that clean-energy diffusion and associated supply chains (manufacturing, EPC services,
O&M, digital services) support sizable employment multipliers when policy certainty and
grid readiness are in place, strengthening the macro case for Indonesia’s green labor shift
(Bradley et al., 2025; Hu et al., 2024). These findings reinforce the proposition that a low-
carbon growth path can be a job-rich path provided enabling conditions are met.

Capturing this upside hinges on skills formation and worker mobility. Empirical work
on Indonesia’s energy workforce shows shifting career preferences among younger cohorts
toward cleaner technologies and digitally enabled roles signals that talent pipelines can align
with renewables, EVs, and grid-modernization niches if employers and universities
coordinate effectively (Hakam et al., 2024). At a systems level, Indonesia’s transition
involves social, institutional, and territorial dynamics (from coal-region exposure to grid and
planning constraints) that shape who benefits and when; a “just transition” lens highlights the
need for targeted reskilling, portable credentials, and social protection to help fossil-intensive
workers move into emergent green roles (Sekaringtias et al., 2023). Global evidence further
indicates that green jobs disproportionately materialize where policy credibility and
investment pipelines are strong, and where training systems keep pace with firm-level
technological change (Bradley et al., 2025; Kozar & Sulich, 2023).

Studies across ASEAN and broader clean-energy literature suggest that green job
creation can initially favor more educated or mobile workers unless policy deliberately
widens access through vocational upgrades, work-based learning, and recognition of prior
learning (RPL) that lowers transition costs for mid-career workers (Bradley et al., 2025; Hu et
al., 2024). For Indonesia specifically, advancing circular-economy and low-carbon
manufacturing niches can create pathways for women and youth where value chains intersect
with local services (repair, remanufacturing, sustainable tourism), but this requires
coordinated industrial policy and regional skills partnerships to avoid geographic
concentration of opportunities (Resosudarmo et al., 2023; Aditya et al., 2025). In short,
Indonesia’s labor-market transformation is nascent but tractable: with coherent training,
social-protection scaffolds, and credible clean-energy build-out, the green economy can
deliver not just more jobs, but better and more equitable jobs across regions and demographic
groups.

Macroeconomic resilience

A lower reliance on fossil fuels enhances Indonesia’s energy security and cushions the
macroeconomy against imported fuel price shocks. As of 2023, renewables accounted for
13.04% of the national energy mix well above a decade earlier yet still below the 23% target
for 2025 signaling progress with remaining distance to close (Tulloh et al., 2025). Expanding
domestic renewable capacity reduces exposure to global price volatility, narrows fuel-import
bills, and supports a healthier current account while catalyzing domestic value chains in
clean-energy manufacturing and services (Resosudarmo et al., 2023; Aditya et al., 2025).
Cross-country evidence likewise links renewable build-out to stronger growth and resilience
in emerging economies, reinforcing the macroeconomic case for accelerating Indonesia’s
transition.

Formal empirical work increasingly finds that renewables and growth move together.
Studies using cointegration/’MECM for Indonesia report positive long-run associations
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between renewable energy consumption and economic growth, suggesting two-way
reinforcement as clean capacity scales (Aswadi et al., 2023). At the systems level, composite
energy security frameworks show that diversification toward indigenous low-carbon sources
improves supply stability and reduces systemic risk—factors that translate into macro
stability when coupled with credible policy and investment pipelines (Siksnelyte-Butkiene et
al., 2024). These results imply that the macro benefits of renewables are not solely
environmental but they also operate through price-stability channels, import substitution, and
productivity spillovers from new value chains.

Unlocking these macro gains, however, depends on tightening enabling conditions.
Persistent grid-integration bottlenecks, uneven transmission capacity, and regulatory inertia
can slow renewable absorption and dampen their stabilizing effects (Massagony et al., 2025).
Policy coherence across fiscal, monetary, and energy domains is equally critical: subsidy
reform, predictable tariff frameworks, and bankable power-purchase arrangements (PPAS)
lower risk premia and crowd in private capital, minimizing transitional fiscal stress
(Resosudarmo et al., 2023). Regional evidence suggests that when governance and innovation
signals are credible, investment flows accelerate and macro benefits compound—an insight
highly relevant for Indonesia’s ASEAN context (Pinjaman et al., 2025).

The growing contribution of renewables strengthens Indonesia’s macroeconomic
resilience by reducing vulnerability to external energy shocks and supporting external
balance, conditional on the resolution of systemic constraints and the maintenance of credible
policy frameworks. As clean power, local manufacturing, and grid modernization scale
together, the transition can function as a stabilizing macro “anchor” that supports growth,
reduces vulnerability to commodity cycles, and deepens domestic value capture.

Trade competitiveness and innovation

Indonesia’s pivot toward greener value chains is increasingly reflected in its export
structure ranging from certified sustainable palm oil and legally verified timber to low-impact
textiles and organic agricultural goods enhancing competitiveness in markets where
sustainability credentials have become essential. In the palm oil sector, the coexistence of the
Roundtable on Sustainable Palm QOil (RSPO) and the Indonesian Sustainable Palm Oil (ISPO)
schemes has catalyzed supply-chain upgrading, though challenges persist regarding ISPO’s
international credibility and alignment with global buyer expectations (Choiruzzad et., 2021).
Similarly, the Sistem Verifikasi Legalitas Kayu (SVLK) for timber linked to the EU’s Forest
Law Enforcement, Governance and Trade (FLEGT) framework has improved compliance
and access to premium markets by reducing transaction costs and enhancing reputational
credibility (Maryudi et al., 2021). These certification and legality frameworks operate as
trade facilitators, signaling adherence to environmental governance norms and helping
Indonesian exporters maintain access to sustainability-sensitive markets.

Evolving international regulations have further strengthened the importance of
traceability in Indonesia’s export strategy. The European Union’s Deforestation-Free
Regulation (EUDR) imposes stringent geolocation and verification requirements for
commodities such as palm oil, timber, and coffee, posing both compliance challenges and
incentives for digital transformation (Van Noordwijk et al., 2025; Muradian et al., 2025). In
response, Indonesia has accelerated the adoption of blockchain and loT-based supply-chain
systems, which improve data transparency and traceability across production networks (Zaki
et al., 2025). In the textile and apparel sector, sustainability indicators such as carbon
intensity, water footprint, and ethical sourcing are increasingly required by global buyers,
prompting Indonesian firms to integrate green metrics into their operations (Imran et al.,
2023; Nisrina et al., 2025). These digital and managerial innovations not only ensure
compliance but also differentiate Indonesian products in high value markets that reward
verified environmental responsibility.
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Trade competitiveness is also closely tied to innovation capacity. Empirical research in
Indonesian manufacturing confirms that firms implementing eco-control systems and eco-
friendly technologies exhibit higher levels of business innovation and green investment,
enabling product differentiation and entry into emerging green-market segments (Nuryanto et
al., 2024). Furthermore, participation in green innovation networks linking firms with
research institutions, suppliers, and buyers fosters knowledge transfer, technological learning,
and adaptive capability, all of which underpin long-term export competitiveness (Pattinson et
al., 2023). These networks enhance firms’ ability to anticipate environmental standards and
co-develop solutions aligned with global sustainability benchmarks.

Indonesia’s shift toward greener value chains reflects steady progress in aligning trade
competitiveness with sustainability goals. Through initiatives such as RSPO, ISPO, and
SVLK, the country has improved compliance, transparency, and access to sustainability-
driven markets. The implementation of the EU’s Deforestation-Free Regulation (EUDR) has
further spurred digital transformation via blockchain and 10T systems, enhancing traceability
and accountability. Meanwhile, the adoption of green technologies and innovation networks
strengthens firms’ ability to meet global standards and enter emerging markets. These
developments position Indonesia as a potential regional leader in sustainable trade, where
environmental responsibility and economic growth advance in tandem.

Regional development opportunities

Despite substantial progress in Indonesia’s green-economy transition, the benefits have
been unevenly distributed across regions. Investments in renewable energy particularly
geothermal, hydropower, and solar are more concentrated in provinces such as West Java and
North Sumatra, where infrastructure and demand centers are stronger, while East Nusa
Tenggara faces logistical and financing constraints (IESR, 2024; World Bank, 2024). In
contrast, eastern provinces and remote islands remain heavily dependent on fossil-based
power generation and extractive industries (BoRner et al., 2023). This spatial imbalance
reinforces structural disparities in income, employment, and infrastructure access, limiting
the inclusiveness of Indonesia’s green transition. Studies highlight that regionally
differentiated policy design tailored to local resources, institutional capacities, and
demographic profiles is essential to ensure that green growth delivers equitable outcomes
across provinces (Asyrof & Rizaldi, 2025).

Spatial-economic analyses further suggest that green investment clusters can serve as
anchors for local economic diversification. For example, regions hosting renewable-energy
projects often experience positive spillovers in local manufacturing, maintenance services,
and vocational training (Sekaringtias et al., 2023). When supported by effective spatial
planning, these spillovers create localized green-growth corridors that integrate infrastructure,
logistics, and human capital to stimulate innovation and employment beyond the energy
sector (Djais, 2024). Empirical and modeling work indicates that renewable-energy projects
when paired with local supply-chain development are associated with gains in employment,
value-added, and labor-productivity indicators at the subnational level (Halimatussadial et al.,
2024; BPS Jawa Tengah, 2024). Case evidence from South Sulawesi’s wind projects points
to local economic spillovers into construction, services, and small business activity (Saleh et
al, 2023), supporting the view that green growth can foster regional convergence (ILO, 2024)

To address this, decentralized energy systems, such as microgrids and hybrid renewable
models, have proven effective in improving energy access in isolated communities while
reducing emissions (Sulaeman et al., 2021). Similarly, green industrial parks designed around
circular-economy principles—are emerging as new hubs for low-carbon manufacturing,
especially in Kalimantan and Sulawesi (Mamuja & Setiawan, 2023; Schreier et al., 2024).
Public—private partnerships and local government initiatives that integrate green financing
instruments including sub-national green bonds and community-based renewable funds are
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increasingly viewed as key tools to stimulate investment and job creation in under-developed
regions (Saa, 2024; ILO, 2023). Ultimately, promoting balanced regional development within
Indonesia’s green transition requires multi-level governance coordination and participatory
planning (ICLEI Southeast Asia, 2022). Collaborative mechanisms that align national,
provincial and local development agendas such as integrating regional equity into the
National Medium-Term Development Plan (RPJMN) can enhance the sustainability of the
green economy (Sambodo et al., 2022).

CONCLUSION

This study set out to examine how Indonesia’s green-economy implementation
intersects with economic growth, structural transformation, and social welfare, with a
deliberate emphasis on opportunity. Framed by endogenous-growth and structural-
transformation perspectives, the analysis shows that the green economy is not simply a
conservation agenda but a viable development strategy that can decouple prosperity from
environmental degradation. Indonesia’s evolving policy mix—sSpanning energy targets,
carbon pricing signals, green finance instruments, and an emerging taxonomy—provides a
credible platform to mobilize private capital and align markets with national low-carbon
goals.

Empirically, several opportunity channels stand out. First, investment momentum in
renewables and enabling digital systems is expanding the pipeline of bankable projects and
lowering information frictions. Second, green capital formation is stimulating sectoral
diversification beyond power into components, services, logistics, and compliance-intensive
exports supporting productivity gains and innovation spillovers. Third, the labor market can
benefit meaningfully as clean-energy supply chains, circular-economy niches, and sustainable
services create safer, higher-quality jobs, provided skills systems keep pace. Fourth,
macroeconomic resilience improves as domestic renewables reduce exposure to imported-
fuel volatility, strengthen external balances, and deepen local value capture; in trade, certified
and traceable products open access to premium markets and anchor competitiveness in ESG-
driven demand.

Realizing these upside trajectories requires policy follow-through. Priority actions
include scaling green-finance vehicles and de-risking mechanisms; accelerating grid
modernization and flexibility to integrate renewables; embedding green skills across
vocational and higher education, with portable credentials for mid-career transitions; and
boosting domestic R&D, standards, and technology transfer to localize high-value segments
of clean supply chains. Equally, place-based strategies microgrids, green industrial parks, and
subnational green bonds are essential to diffuse benefits beyond incumbent hubs and convert
investment clusters into inclusive regional growth corridors. Strengthened data governance
and digital traceability will help Indonesian exporters meet tightening global sustainability
rules while signaling credibility to investors.
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