
Mid-Year Economic Outlook (KTT) 2023

Climate Crisis, De-industrialization and 
Economic Outlook 2023

Berly Martawardaya
Research Director
The Institute for Development of Economics and Finance (INDEF)

Agustus 8th, 2023

INDEF



IPCC 2023 Report: Humanity Missed Opportunity of <1.5 degree Celcius
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Source: IPCC (2023)



Temperature rose by 0,8 degree Celcius since 1980 & 1.2 degree since 1880
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Accelerated Melting of Antartic Ice  
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Source: The Economist (2023)



What happened if sea level rise by 7 meter
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Souce: noaa.gov



Indonesia is the #7th largest emitter in2021

INDEF @2023 INDEF, Institute for Development of Economics and Finance. This presentation is the property of INDEF and is strictly confidential. It contains information intended only for the person to whom it is
transmitted. Document Classifications: INDEF Confidential



Indonesia climate contribution is highly insufficient
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Pandemic accelerate Indonesia De-Industrialization (Q2-2023: 18.25 %)
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Source:	BPS	dan	World	Bank	

Benefit of Manufacture sector:

• Employ low to midd skill workers
• Income certainty and hard to fire
• Income at least minimum wage (UMR)
• Workers can plan longer termà education
•  Workers in social protection system
• Accumulated skill and knowledge



Indonesia mid level in Manufacture share to GDP compare to peers

INDEF @2023 INDEF, Institute for Development of Economics and Finance. This presentation is the property of INDEF and is strictly confidential. It contains information intended only for the person to whom it is
transmitted. Document Classifications: INDEF Confidential

Source:	BPS	dan	World	Bank	



Indonesia at lower end of manufacture share in export
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Manufacture level and Indonesia Presidents
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Masa	
Kepemimpinan Periodisasi

Rata-rata	
Investasi

Langsung Industri
Pengolahan (Juta	

US$)

Pertumbuhan	
PDB	Industri	
Pengolahan	
Non-Migas	

(%)

Ekspor
Industri

Pengolahan
(%	Ekspor
Barang)

Susilo	Bambang	
Yudhoyono

2004-2009 2,652.80 5.10 43.70

2009-2014 7,625.20 6.10 36.80

Joko	Widodo
2014-2019 8,420.10 4.70 44.40

2019-2024* 7,426.10 2.10 45.80
Source:

1	SEKI,	Bank	Indonesia,	2023,	diolah
2	Badan	Pusat	Statistik,	2023,	diolah

3World	Bank,2023,	diolah
*data	terkini	hingga	2022



Indonesia manufacturing is not green yet
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Source:	National	Energy	Council	
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Indonesian share of fossil generated electricity is high compare to peers
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Global Economy is slowing down
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Source:	World	Economic Outlook	Update July-
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Geopolitical Risk, Energy Price and Food Price is declining
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GDP Expanditure Side: Ekspor decline, HH Consumption Stabile
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Growth of Manufaktur sector 2022-2023 < Growth PDB
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Value and Growth of Private Credit to Manufacturing is Declining
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Four largest sector grow < overall growth à inequality increase
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Low manufacture share, high inequality: K Shaped Recovery
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Industrialisasi Hijau Sebagai Motor Baru Ekonomi
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policymaking (Lin and Zhou, 2021). 
Green industrial policies address market failures associated with 

environmental externalities by internalizing the external costs of pro-
duction or consumption activities into price setting and imposing in-
centives or disincentives on polluters, such as a polluters’ tax, to 
encourage more efficient and greener behavior (Shadikhodjaev, 2018; 
Asian Development Bank, 2021). Without green industrial policies, 
green technology development faces market-related obstacles, such as 
market prices that don’t reflect environmental externalities, a lack of 
cost-based market incentives to shift to green technologies, insufficient 
product information, and suppliers and users of existing technologies 
that reinforce socio-technical system lock-in (Kemp and Never, 2017). 

As markets fail to offer environmental incentives, governments must 
provide ‘policy rent’ to mobilize private investment in clean technology 
(Pegels, 2014). 

Market-based environmental policies are more successful in low- 
pollution sectors, whereas voluntary policies are more responsive to 
high-pollution industries (Zou and Zhang, 2022). Many countries have 
incentive policies to promote green research and development (R&D), 
however the exploitation of information asymmetry between govern-
ment and industry to hide green R&D and pursue preferential policies 
results in policy failure (Chen, W et al., 2021). Inefficient industrial 
policies in the renewable energy sector, such as the multi-tiered feed-in 
tariff scheme at early stages, need new policies (Shen, W et al., 2021). 
Hybrid policies, which integrate command-and-control restrictions with 
market-based incentives, expand the reach of environmental legislation 
by incentivizing traditional industries to deliver cleaner products and 
services and supporting green innovations (Harrison et al., 2017). 

Green finance policies, including green credit policy, are an 
emerging market-based instrument in China to drive green industry 
(Zhang, A et al., 2022). It affects business performance in highly 
polluting industries by raising business finance constraints and lowering 
investment levels, especially in state-owned businesses, big corpora-
tions, and institutions (Yao et al., 2021). Green credit policies may divert 
capital from polluting industries to technically sophisticated and 
growing industries (Tian et al., 2022). To sustain macroeconomic sta-
bility, central banks’ policy frameworks should include climate-related 
risks, mitigation, and adaptation measures (Dikau and Volz, 2021). 

In addition, emissions permit trading schemes for capping policies 
are economically advantageous and politically feasible, as demonstrated 
in China’s coal mining sector, which could save 30% of inputs and raise 
revenue by 26% throughout the country (Shi et al., 2020). China’s 
emissions trading policy has enhanced green industrial growth overall 
by reducing SO2 emissions and increasing green innovation efficiency 
(Zhang, J et al., 2021). The emissions trading scheme foster industrial 
structure change, but implications differ by location due to unequal 
economic growth and technology levels (Wang et al., 2021). China’s 

Fig. 7. Interconnection of key terms addressed in the reviewed papers, created 
in VOSviewer. 

Fig. 8. Key factors and interconnected sub-factors.  

N. Nyangchak                                                                                                                                                                                                                                   

Sumber: Nyangchak (2022) 



Green Industrialisation = Circular Economy: Efisien, Inovation & Inklusive
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Technological challange: Batterei Nikel-Cobalt vs LFP (L Iron Phosphate)
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Inflation decline, interest rate hardly change
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Exchage rate and reserve tend to decline , 
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60 % of State Revenue 2023 from Industry & Trade 
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Indonesia Economic Opportunity & Challange in 2023

Opportunities
• Declining inflation
• Increasing tourism
• Declining poverty rate
• Election campaign increase 

consumption
•  Increasing government 

revenue
•  

Challanges
• Russia-Ukraine ongoing conflict
• Major countries raise interest rate
• Declining export
• Stagnan unemployment
• Investor wait-n-see election 2024
• Household consumption yet to recover
• Beware of Non-Performing Loan 

(especially online – pinjol)
• Dry season + El Nino = Crop failure risk + 

forest fire
• Increase inequalityà K Shaped recovery
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Economic Outlook 2023
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Indicators APBN 
Assumption

INDEF
(PEI 2023)

INDEF Updated
(KTT 2023)

GDP Growth 5,3 persen 4,8 persen Tahunan: 4,9 persen
Q3: 4,8 persen

Inflation (IHK) 3,6 persen 5,6 persen 3 persen

Poverty 7,5 persen-
8,5 persen

9,3 persen 9,3 persen

Open 
Unemployment

5,3 persen-
6,0 persen

5,7 persen 5,3 persen

Exchange Rate (1 
USD)

Rp14.800 Rp 16.000 Rp15.000



Notes
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The	Mid-Year Economic Outlook (KTT) 2023	book and speakers’ slide can be
downloaded at
https://indef.or.id/publikasi/menolak-kutukan-deindustrialisasi/

Suggested Citation:
Martawardaya,	B.,	Nugroho,	A.S.,	Listiyanto,	E., Junifta,	D.Y.,	&	Pulungan,	A.M.	
(2023).	Menolak	kutukan	deindustrialisasi:	menuju	pengarusutamaan industrialisasi	
hijau. Institute for Development	of Economics and Finance	(INDEF)
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STOCKTAKING ISSUES
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