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Summary
 The Government is committed to promoting sustainable, low-carbon development, which requires
cooperation between the central and regional governments. However, the funding instruments to
support protection of the environment – compensation to regions part of whose territory needs to be
protected, and incentives to those with good performance – remain very limited.
 The Government has conveyed the idea of developing Environmental Protection Funds (Dana
Perlindungan Lingkungan, DPL) and this policy paper is prepared to provide input to initiate and
operationalize the DPL through an existing budget instrument: Regional Grants.
 We propose that the Government develop Performance DPL Grants and Compensation DPL Grants
using the existing indicators, i.e. the Environmental Quality Index (Indeks Kualitas Lingkungan Hidup,
IKLH) and its changes, as well as the proportions of protected land and marine areas relative to the
total area of the region.
 These DPL grants will not be given to all regions, but only to those provinces that show relatively good
performance and/or have relatively large protected areas. Our simulation using a total fund of Rp1
trillion would add fiscal space in 11 provinces of 6% (average).
 These DPL grants are expected to serve as an interim solution until the DPL becomes part of the Bill
on Financial Relations between the Central and Regional Governments (Undang-Undang Hubungan
Keuangan antara Pusat dan Daerah, UU HKPD). This idea is expected to complement – not to replace
– the various efforts to institutionalize ecology-based fiscal transfers through other instruments such
as Regional Incentive Funds (Dana Insentif Daerah, DID), Special Allocation Funds (Dana Alokasi
Khusus, DAK), and Village Funds (Dana Desa, DD), as well as the idea of DPL as a financing instrument.

“The DPL will be included in the HKPD Bill. The concept is: funds will be
given to provinces; will be part of the incentive fund; and are intended
mainly for environmental conservation and not linked to the natural
resources with potential to generate revenue.”
Minister of Finance Sri Mulyani Indrawati, in the Conference on Ecological Transfers, 1 August 2019 in Jakarta.

Introduction
Availability of natural resources is a primary asset for
development, and stable availability of such
resources is a key in sustainable development
(Constanza and Daly, 1992).1 A study by Alisjahbana
and Yusuf (2003) on sustainable development in
Indonesia found that the development of Indonesia’s
economy is not currently on a sustainable course.
Analysis of sustainability in a period of economic
crisis clearly shows that the crisis had an impact on
sustainability, through the combination of a decline
in savings and an increase in the depletion of natural
resources. This study confirmed the importance of
economic growth in the context of sustainable
development, because it is proven that the crisis
provided an incentive for accelerated extraction of
natural resources, which endangers sustainable
development.2

Specifically, the RPJMN has stipulated several
development indicators and targets for the
environment sector to be achieved by 2024, as
follows:





Environmental Quality Index (Indeks Kualitas
Lingkungan Hidup, IKLH) to reach 69.7;
Area with high conservation value (HCV)
preserved nationwide increased from 52 million
ha (2019) to 70 million ha;
Conservation areas are maintained to cover an
area of 27 million ha;
Marine conservation areas increased from 22.7
million ha (2019) to 26.9 million ha.

One Government policy with a great impact for
maintaining primary forests and peatlands as well as
the biodiversity contained therein was the
moratorium on licensing within natural primary
forest and peatland areas. The moratorium was first
issued in 2011 and was extended every two years
until Presidential Instruction (Inpres) No. 5 of 2019
stipulated a permanent halt to granting of new
permits in such areas. In addition, the Government
has also issued Inpres No. 8 of 2018 creating a
moratorium on new licenses for oil palm plantations,
to curb the rate of further deforestation resulting
from expansion of oil palm plantations into forest
areas.

The Government is aware of the threat that
depletion of natural resources poses for sustainable
development. This is reflected in the National
Medium-Term Development Plan (Rencana
Pembangunan Jangka Menengah Nasional, RPMJN)
for 2020-2024, which clarifies the conditions of the
carrying capacity of the environment for Indonesia’s
development. Forest cover is expected to decline
from 50% of the total land area (188 million ha) in
2017 to around 38% in 2045. The area with water
scarcity is expected to grow from 6 percent in 2000
to 9.6 percent in 2045, particularly on islands with
very little forest cover such as Java, Bali, and Nusa
Tenggara.

Another policy that is important to note is the
environmental economic instruments that are
stipulated in Government Regulation (PP) No. 46 of
2017. This PP stipulates 15 instruments to be applied
as instruments for planning development and
economic activity and/or incentive and/or
disincentive instruments.

To maintain the carrying capacity and supporting
capacity of the environment for sustainable
development, the Government has proclaimed an
intention to maintain primary forest of at least 46
million ha or 25% of the total national land area,
including maintaining at least 9.2 million ha of
peatlands (60% of the total peatlands) until 2024.
Meanwhile, to protect the water supply, the
Government plans to maintain nationwide water
security regions of at least 175.5 million ha or 93
percent of Indonesia’s total area (RPJMN 2020-2024).

In the context of fiscal policy, the Ministry of Finance
(MoF) has issued various fiscal policies related to
efforts for mitigation of and adaptation to climate
change, including a tax holiday for pioneer industries,
tax allowances, exemption from VAT and Import Duty
for the renewable energy sector, and Regional
Incentive Funds (DID) for trash management. The
Minister of Finance, in a joint press conference with
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the Minister of Environment and Forestry on 26
August 2020, explained that the projected need for
funding for climate change comes to around USD 19
billion per year, or equivalent to Rp 266.2 trillion per
year. In the Government’s report to UNFCC for 2018,
around 34% of the total climate change financing has
been allocated from the State Budget (APBN).
Meanwhile, in the past five years, the average budget
for climate change has been Rp 89.6 trillion per year,
or 3.9% of the APBN expenditure per year.

Ekologi, TAKE) scheme, which has been adopted by
Jayapura and Nunukan Districts. These two transfer
models are being promoted by TAF and its partners
in several regions of Indonesia. Overall, these efforts
are in line with the reform of the policy on fiscal
expenditure to the regions, which is aimed, among
others, at supporting regional governments in the
efforts to reduce carbon emissions and to manage
forest areas and conservation areas.6
The latest developments regarding environmental
funding are the approval for the first payment of the
REDD+ Results-Based Payment (RBP) grant
amounting to USD 56 million from the Government
of Norway in May 20207 and the REDD+ RBP grant
from GCF amounting to USD 103.8 million on 21
August 2020.8 The management of the RBP grants is
stipulated in detail in Minister of Environment and
Forestry Regulation No. 70 of 2017 concerning
procedures for implementation of REDD+. This
regulation stipulates, among other matters, the
intended use of RBP grants, who may receive the
grants, and the procedure for preparing REDD+
proposals. There are many questions about how
these funds are distributed. Referring to the
conditions of Indonesia’s fiscal structure, Irawan et al.
(2013 and 2014) recommended distribution of RBP
grants through a mechanism of transfers to the
regions, which provides an incentive for the regional
governments to be involved in the implementation of
REDD+ activities.9 In determining the amount of
distribution to each region, Irawan et al. offer two
approaches: cost reimbursement, based on the level
of opportunity cost, and derivation, based on the
price of carbon and the proportion of revenue
allocated to the regional government.10

With regard to the ecological fiscal transfer (EFT)
scheme, several civil society initiatives have been
developed in the past three years to support this
scheme. At the national level, several institutions are
in the process of promoting EFT, such as The Asia
Foundation (TAF) and Kemitraan through the DID,
Specific Allocation Grants (DAK) in Environment and
Forestry (LHK) and Village Fund (DD)instruments;
Yayasan INOBU, in cooperation with Bappenas,
through Agriculture DAK; and WWF, in cooperation
with the Ministry of Marine Affairs and Fisheries,
through DID and Marine DAK. Previously, BIOFIN
Indonesia proposed DID for biodiversity3 and Sonny
Mumbunan (2018) proposed EFT through changes to
the DAU formula. However, these proposals were
considered inappropriate, by both the MoF4 and civil
society (Saputra, 2018).5
At the regional level, TAF together with the Fiscal
Policy Agency (BKF) of the MoF and its civil society
organisation partners in the regions, has initiated the
development of a Provincial Ecological Budget
Transfer (Transfer Anggaran Provinsi berbasis
Ekologi, TAPE) scheme, which has been adopted in
North Kalimantan, and a District Ecological Budget
Transfer (Transfer Anggaran Kabupaten berbasis

See Innovative Financing for Biodiversity through Ecological
Fiscal Transfer (EFT)
http://www.biodiversityfinance.org/sites/default/files/content/k
nowledge_products/EFT%20Infograph_0.pdf
4 The Minister of Finance stated that the DAU is not designed to
include ecological indicators and to provide incentives to regions,
in her presentation at the Conference on Ecological Fiscal
Transfer in Jakarta on 1 August 2019.
5 Transfer Fiskal Berbasis Ekologis.
https://investor.id/opinion/transfer-fiskal-berbasis-ekologis
6 Appendix I, pp. IX.20-IX.23, point 3, Presidential Regulation 18
of 2020 concerning the RPJMN for 2020-2024.

See
https://www.thejakartapost.com/news/2020/05/22/indonesiato-receive-56-million-from-norway-for-reducing-emissions.html
8 See FP130, Indonesia REDD-plus RBP for result period 20142016. https://www.greenclimate.fund/project/fp130
9 Irawan, Silvia., Tacconi, Luca., Ring, Irene. 2013. Stakeholders’
Incentives for Land-use Change and REDD+: The Case of
Indonesia. Ecological Economics 87 (2013) 75-83.
10 Irawan, Silvia., Tacconi, Luca., Ring, Irene. 2014. Designing
Intergovernmental Fiscal Transfer for Conservation: The Case of
REDD+ Revenue Distribution to Local Governments in Indonesia.
Land Use Policy 36 (2014) 47-59.

3

7

3

Framework of Environmental Protection Funds (DPL)
In addition to the various policies described above,
the MoF plans a new initiative relating to
environmental funding: Environmental Protection
Funds (Dana Perlindungan Lingkungan, DPL). This
term was first revealed to the public by Finance
Minister Sri Mulyani in her presentation at the
Conference on Ecological Fiscal Transfers in Jakarta
on 1 August 2019. She provided an overview of the
initial concept of DPL as proposed in the draft Bill on
Financial Relations between the Central Government
and Local Governments (Rancangan Undang-Undang
Hubungan Keuangan Pusat dan Daerah, RUU HKPD)
as follows:





Finance Regulation (Peraturan Menteri Keuangan,
PMK) on DPL. The Coalition welcomes this initiative,
which is a breakthrough by the MoF to address the
delay in the drafting and passage of the RUU HKPD.
Welcoming this positive development, the Coalition
has tried to elaborate the ideas about DPL and hopes
that this will serve as input and considerations for the
MoF in preparing the draft PMK on DPL.
Generally, the Coalition supports the initial concept
of DPL as conveyed by the Minister, particularly with
regard to the aspects that are the targets of
development of DPL: providing incentives to regions
that have undertaken environmental protection
efforts and provided positive spillover to other
regions, maintaining the availability of resources for
society and significantly enhancing the protection of
forest and sea areas, and providing justice to regions
that have lost opportunity cost. As can be seen in
Figure 1, the Coalition has elaborated the ideas and
tried to develop the framework of DPL based on the
initial concept of DPL, with the addition of several
notes from the Coalition regarding sources of
funding, choice of funding instruments, and targets
and indicators used in DPL.

Funds are given to Provinces;
They are part of the incentive funds;
Intended mainly for environmental conservation
and not linked with the potential of natural
resources to generate revenue;
Given based on the extent of protected areas,
data from ministries/ state institutions, and
covering forests and seas.

As quoted by several online media,11 Finance Minister
said that DPL is an incentive for regional governments
that have undertaken environmental protection
efforts and provided positive spillover to other
regions. DPL is designed to maintain the availability of
resources needed by society, to significantly enhance
the protection of forest and sea areas, and to provide
justice to regions with low revenue (lost opportunity
cost) due to having to protect forest areas. It was
further stated that the funding for the DPL will come
from the State Budget (APBN).
We, the Civil Society Coalition for Environmental
Protection Funding (hereinafter referred to as the
‘Coalition’), welcome and support the development
of the DPL. However, to date, little is known about
the development of the concept of DPL or of the RUU
HKPD that will contain the DPL mechanism. From the
draft of the RUU HKPD received by the Coalition, it
seems the concept of DPL is not yet included in the
draft. Instead, the Coalition has received information
that the MoF is preparing the draft of a Minister of
Coverage by various online media such as MediaIndonesia.com
(https://mediaindonesia.com/read/detail/250602-pemerintahsedang-godok-konsep-dana-perlindungan-lingkungan),
Liputan6.com
(https://www.liputan6.com/bisnis/read/4027142/pemerintah-

gagas-dana-perlindungan-lingkungan-pemda-bakal-dapatinsentif), and Merdeka.com
(https://www.merdeka.com/uang/pemerintah-gagas-danaperlindungan-lingkungan-hidup-pemda-bakal-dapatinsentif.html).
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Figure 1. Framework of Environmental Protection Funds

The considerations for compensation are different
from the considerations for performance, whose
changes can be measured each year, and regional
governments have control over the achievement of
this performance. In this regard, the performance
that is measured is improvement in the quality of the
environment at the provincial level, which is
measured using the provincial Environmental Quality
Index (IKLH) which includes water quality index, air
quality index, and land coverage quality index.15 In
the context of performance, DPL is given with the aim
of providing an incentive for improvement in the
quality of the environment,16 which generally
provides positive benefits not only for the region
concerned but also for other regions and for
nationwide achievement of environmental
performance.

Objectives of Development of DPL
Generally, DPL is developed as an EFT mechanism
with considerations of compensation and
achievement of performance in environmental
protection.12 Here, compensation means additional
funds13 for regions that suffer a reduced opportunity
to increase their revenue because of spatial policies
set by the Central Government.14 In this context, the
development of DPL is aimed at providing justice for
regions part of whose territory is designated as
protected land and protected sea areas, and it is
expected to serve as an incentive to not propose
changes of protected areas to become “other
utilisation areas” (areal penggunaan lain, APL) and to
continue to guard these protected areas – for
example, through social forestry programs and
development of communities living near forests and
coastal areas.

12 The macro performance indicators in the field of the
environment to date do not yet serve as a measure of budget
accountability or for granting of fiscal incentives. In contrast,
macro performance indicators in the fields of social welfare (HDI)
and economy (poverty level) are already included in the
indicators for DID.
13 As additional funds, the amount and distribution of DPL is at
the discretion of the Government based on considerations of
budget capability.
14 Designation of forest areas is the authority of the Ministry of
Environment and Forestry (MoEF), and this affects the size of
areas for other uses (APL) that can be utilized by the regions.

IKLH 2018, MoEF (2019).
Obviously, achievement of protection and improvement of the
quality of the environment is not solely due to DPL funds. But the
Coalition assumes that because the indicator of environmental
protection is the basis for the allocation and distribution of DPL,
this automatically means that regions will maintain/ improve this
indicator in order to continue receiving DPL funding, even though
the use of the DPL fund itself is not specifically designated as
being for conservation activities in a narrow sense.
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governments) to complement the DPL financing
instruments. In principle, the instrument of regional
grants can be used as one instrument for DPL based
on the following principles for provision of grants:19

Source of Funding
The Coalition supports the Minister of Finance’s
statement that the source of funding for DPL will be
the State Budget (APBN). As an evidence of the
Government’s commitment to protection of the
environment and to ensure sustainable
implementation of DPL, the Coalition encourages the
Government, through the MoF, to allocate a
dedicated fund for DPL. Such allocation of special
funds is nothing new in financial management in
Indonesia; it is already done in the context of
transfers to the regions such as DID, and also in the
context of financing such as the National Educational
Development Fund (DPPN), Research Endowment
Fund, and Cultural Endowment Fund. By way of
comparison in the context of environmental funding
derived from public funds, several countries provide
dedicated funds for conservation, such as the United
States, which provides around USD 900 million per
year, which is allocated from oil and gas revenues.
Using a different scheme, several states in Brazil
stipulate distribution of their VAT profit sharing
based on ecological indicators. These efforts have
been proven effective in increasing the size and
quality of protected areas in these countries.17










Regional grants are one source of regional
revenue to fund the operation of various affairs
that are under the authority of regional
governments.
Regional grants are prioritized for operation of
public services.
Maintains fiscal stability and balance.
Activities that are funded are guided by the
RPJMN through the mechanism of APBN and
APBD.
Is at the discretion of the central government
(amounts and recipients are determined by the
relevant ministries/ state institutions. See Box 1).
Done through a Grant Agreement between the
Minister of Finance, specifically DJPK, and the
Head of the Region/ designated official.
Grants from the central government to regional
governments can be for multiple years.

In addition, the Coalition is of the view that regional
grants (which we refer to specifically as DPL Grants)
are an appropriate instrument for the initial stage of
implementation of DPL over the next several years,
based on the following considerations:

Choice of Instruments
To the best of the Coalition’s knowledge, the Minister
of Finance has stated that the DPL that is being
drawn up will use a financing instrument from the
APBN. Generally, the Coalition does not object to this
idea. However, the Coalition feels that the DPL will
function optimally to achieve its aims (maintaining
availability of resources, expanding environmentally
protected areas, and justice for regions) if it is not
limited solely to financing instrument but is also
equipped with various other possible instruments.

DPL Grants function as an instrument for
performance incentive and compensation. By using
the performance indicator of environmental
protection, DPL Grants will provide an incentive
effect for regions to protect their natural
environment. Meanwhile, the proportion of
protected areas can be seen as compensation for loss
of opportunity. The Government’s discretion in the
management of regional grants enables both these
goals to be met simultaneously. This would not be
possible using other instruments such as the DID,
which is competitive and inclusive in nature, nor
through financing instruments such as loans or
revolving funds.

As can be seen in the DPL framework, in addition to
the financing instrument, the Coalition proposes an
instrument of Regional Grants18 (in this case, Grants
from the central government to regional
See for example the LWCF initiative in the US in Land and
Water Conservation Fund: Overview, Funding History, and Issues.
Congressional Research Service. Updated June 19, 2019.
https://crsreports.congress.gov and EFT in Brazil in Ring, Irene.
2004. Integrating Local Ecological Services into Intergovernmental
Fiscal Transfer: The Case of ICME-E in Brazil. UPZ-Discussion
Paper.
18 The procedure of regional grants is stipulated in Government
Regulation Number 2 of 2012 concerning Regional Grants and

more technically elaborated in MoF Regulation
224/PMK.07/2017 concerning Management of Grants from the
Central Government to Regional Governments.
19 Information Sheet on Regional Grants from Directorate
General of Fiscal Balance (DJPK), MoF.
http://www.djpk.kemenkeu.go.id/wpcontent/uploads/2016/01/hibah.pdf
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Encourages budget effectiveness and efficiency. In
the midst of the fiscal pressures due to the Covid-19
pandemic, budget allocations must be very carefully
designed to be effective and efficient. Allocation of
budget through the mechanism of DPL Grants will
provide multiple benefits. On the one hand, it helps
the finances of regions with low revenue, which are
under increased pressure from the pandemic, and at
the same time encourages these regions to continue
protecting their environment. Through the grant
agreements, the central government has discretion
to determine the direction of use of grant funds: for
example, for environmental conservation activities
linked with handling the impact of the Covid-19
pandemic for communities located in protected
areas, such as strengthening food security.

process of regional grants is much simpler. The grants
are recorded in the Regional Government Budget
(APBD) as Other Legitimate Regional Revenue, and
their allocation and use are also managed through
the regular mechanisms of the APBD. Thus, it is
measurable in terms of performance and the
contribution that is provided, and also predictable in
terms of the output and outcomes produced. This
differs from the instrument of financing, which
requires the institution of a special service agency
(badan layanan umum, BLU) in the region, with
instruments that are limited to loans and revolving
funds – both of which reduce the element of
performance incentives or compensation for the
region. At the central government level, the DPL
Grant instrument will also not require BLU, as
financing does. Although the Environmental Fund
Management Agency (Badan Pengelola Dana
Lingkungan Hidup, BPDLH) was formed in 2019, its
institutions are still developing and it already has to
manage relatively large grant funds from Norway and
GCF, as discussed above.

The central and regional governments are already
familiar with the mechanism of regional grants. The
practice of grants from the central government to
regional governments is already in place. Compared
with other more complex financing processes, the

Box 1. Budgeting and Allocation of Regional Grants Derived from Domestic Revenue
1.

The Directorate General of Fiscal Balance (DJPK), as the Assistant Budget User of the State General Treasurer (PPA
BUN) for Management of Regional Grants Derived from Domestic Revenue, prepares the indicative need for Grant
Funds derived from domestic revenue, taking into consideration suggestions from state ministries/ non-ministry
state institutions (K/L) relating to the priorities for activities of investment in infrastructure and facilities for public
services.
2. The Indicative Grant Needs are used as the basis for allocation of Grants in the Financial Note and the State Budget
Bill (RUU APBN).
3. Based on the result of the working meeting for discussion of the RUU APBN between the Government and the
People’s Representative Assembly (DPR), the Minister of Finance determines the budget allocation of the Grants
after receiving the conclusions of the working meeting for discussion between the Government and the DPR.
4. DJPK submits a letter of notification of grant budget allocation to the Executing Agency (EA)/Technical Ministry
responsible for implementation of grant activities
5. The EA submits a proposal for the amounts of grants and list of names of regional governments as prospective grant
recipients to the Minister of Finance, attn.: Director General of Financial Balance.
6. DJPK and the EA hold discussions on the proposal.
7. DJPK, on behalf of the Minister of Finance, issues and submits Letters of Approval for Provision of Grants (Surat
Persetujuan Pemberian Hibah, SPPH) to the respective recipient regional governments.
8. Based on the SPPH, the Governor or District Head/Mayor or designated official prepares a Comprehensive Plan
and/or Annual Plan and/or Work Plan and Budget (Rencana Kerja dan Anggaran, RKA).
9. Based on the SPPH, the regional governments that are candidates as recipients of Grants submit letters of
agreement or rejection to take part in the Grant program to the Minister of Finance, attn. DJPK, within 30 working
days from the SPPH issuance date.
10. Signing of Regional Grant Agreement (PHD) between the Minister of Finance or designated official and the Governor
or District Head/Mayor or designated official.
The more detailed process of budgeting and allocation of regional grants can be seen in MoF Regulation No.
224/PMK.07/2017 concerning Management of Grants from the Central Government to Regional Governments.
7

Grants as a pilot for implementation of DPL. Until the
implementation of DPL is permanently
institutionalised, the Government can start by
developing a pilot of DPL Grants. Like the
implementation of DID in the first years, this piloting
process is also important to evaluate and to serve as
the basis for development of an appropriate DPL
funding mechanism.

incentives are further distributed to the
districts/municipalities and even to the villages. The
central government needs to provide stronger
encouragement to the regional governments to apply
these two schemes.
However, we are also of the view that the MoF
should not eliminate the opportunity for providing
DPL to district/municipal governments that
demonstrate initiative, performance and
contributions to environmental protection of both
land and marine protected areas. Districts/
municipalities that take initiatives to develop
environmental protection outside forest areas, such
as expansion of forest parks or other environmental
protected areas, and districts/municipalities that
demonstrate commitment and performance in
environmental protection through social forestry
schemes and recognition of traditional communities
also deserve appreciation.

Targets of DPL
The Minister of Finance states that DPL will be given
to Provincial Governments. The Coalition supports
this, based on the considerations of authority and
availability of the data that is needed. It would be
ideal if the DPL given to the provincial governments is
complemented with the implementation of TAPE
(Provincial Ecological Budget Transfer) and TAKE
(District Ecological Budget Transfer) in the regions,
with indicators appropriate to the characteristics of
the respective regions, so that the ecological fiscal

Figure 2. Indicators and Weights of DPL Grant Indicators

Environmental Quality Index (IKLH). This index
developed by the Ministry of Environment and
Forestry (MoEF) to comprehensively measure the
quality of water, air, and land cover and covers all
provinces in Indonesia.20 Meanwhile, Compensation
DPL Grants are given to certain regional
governments based on the indicator of proportions
of land and marine protected areas relative to the

DPL Indicators and Weights
In this policy paper, the Coalition divides DPL Grants
into two categories: Performance DPL Grants and
Compensation DPL Grants (Figure 2). Performance
DPL Grants are given to certain regional
governments based on the performance indicator
of environmental protection as measured using the
The Coalition previously considered the indicators of forest
cover, coral reef and sea grass cover, proportion of budget for
environment, forestry and marine affairs, “green policies” of
the regions (including social forestry), and forest and land fire
hot spots. However, for several of these indicators, data are not

available for all provinces, they are already included in the IKLH,
or there are difficulties in making comparisons between
regions. Therefore, it was decided to propose only IKLH and its
change as the indicators for Performance DPL Grants.

20
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total land and sea areas of the respective provinces.
The Coalition uses equal weights for these four
indicators, based on the consideration that each of
these indicators are equally important.

Based on this framework, the Coalition proposes
that the activities to be funded by DPL Grants as set
forth in the regional grant agreements should have
flexibility to adapt to the specific local needs of the
grant recipients while still being guided by the
objectives of DPL and the framework of sustainable
development. In other words, DPL Grant activities
are simultaneously aimed at social, economic, and
environmental objectives, with due consideration
to gender equality and social inclusion. For
example, DPL Grants can be used to develop social
forestry, including forests of traditional
communities, which can protect the environment,
develop the economy of communities, and at the
same time prevent illegal utilization of forest areas;
improvements to basic services, which can boost
the Human Development Index and Gender
Development Index, particularly for communities
living in coastal areas and in or near forests; and
development of sustainable agriculture, which can
improve food security.

Use of DPL Grants
In principle, the use of DPL Grants should refer to
and be directed toward the final objectives as
shown in the DPL framework (Figure 1). Therefore,
the activities funded by DPL Grants should in
principle remain within the framework and
dimensions of sustainable development, including
in parallel the social, economic, and environmental
dimensions. In addition, the principles and
standards of sustainability must also be applied in
the implementation of these activities, and also the
principles of transparency and accountability in the
use of the grants in line with the authority of the
regions.

Simulation of DPL Grants
As an illustration of its implementation, the
Coalition has simulated the DPL Grants for the
provinces. The simulation is performed based on
the framework as shown in Figure 3, covering the

categories of DPL Grants, choice of indicators, and
thresholds for giving DPL Grants to provinces and
estimated allocation of DPL Grants.

Figure 3. Framework for DPL Grant Simulation
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2. Receive Compensation DPL Grants only: three
provinces (Papua, West Papua, and West
Kalimantan);
3. Receive both Performance DPL Grants and
Compensation DPL Grants: two provinces
(Southeast Sulawesi and West Sumatra).

Data
This simulation of Performance DPL Grants uses data
of IKLH for 2017-2018 processed from the
Environmental Quality Index for 2017 and 2018
(MoEF, 2018 and 2019).

Some provinces that have high IKLH scores such as
West Papua, North Kalimantan, and Papua do not
receive Performance DPL because the increase in
IKLH is below the national average. Some provinces
that have high proportions of protected land area,
such as Aceh and West Sulawesi, do not receive
Compensation DPL because the proportion of marine
protected areas is lower than the national average.
Likewise, provinces that have high marine protected
areas but relatively low land protected areas, such as
NTT, do not receive Compensation DPL.

Meanwhile, the simulation for Compensation DPL
Grants uses the following data:




Data on protected areas processed from
Recalculation of Land Cover in Indonesia for 2018
(Directorate General of Forestry Planning and
Environmental Management, MoEF, 2019).
Data on marine conservation areas for 2017
processed from Marine Affairs and Fisheries in
Figures, 2018 (Data, Statistics and Information
Centre, Ministry of Marine Affairs and Fisheries,
2018).

For the purpose of the simulation, it is assumed that
the total value of DPL Grants allocated is Rp1 trillion,
divided equally into the two categories of
Performance DPL Grants and Compensation DPL
Grants at Rp 500 billion each. The respective DPL
Grants are distributed to the provinces that deserve
to receive them based on the scores of the Index for
Performance DPL Grants and the Index for
Compensation DPL Grants. As can be seen in Graph 1,
Southeast Sulawesi, West Sumatra and Papua receive
the largest DPL Grant funds, while the five provinces
that receive only Performance DPL Grants (and no
Compensation DPL) receive the lowest amounts of
funds, ranging from Rp 52 to 69 billion.

Suitability Criteria
Each province has the opportunity to receive one or
both types of DPL Grants based on fulfilment of the
thresholds of the DPL Grant. Figure 2 also shows the
thresholds for regions as recipients of DPL Grants.
The thresholds used for each indicator in this
simulation are the national averages. Provinces that
deserve to receive Performance DPL Grants are those
whose IKLH and change in IKLH are higher than the
national average. Similarly, for Compensation DPL
Grants, the provinces that deserve to receive these
are those that have proportions of land and marine
protected areas higher than the national average.

Further, Graph 2 shows how the receipt of DPL
Grants influences the fiscal space of the provinces.
Referring to the APBD for 2020, it is found that the
receipt of these DPL Grants can potentially increase
fiscal space by an average of 6%. The highest
increases in revenue (greater than 8%) would occur
in Southeast Sulawesi, Gorontalo, and West Sumatra.
In contrast, provinces that are rich in natural
resources and/or that have special autonomy status –
West Papua, Papua, and East Kalimantan – would
experience relatively small increases in fiscal space,
less than 2%.

Results of Simulation
The results of the simulation of DPL Grants based on
the indicators and thresholds show that only 11
provinces deserve to obtain DPL Grants based on the
framework above, all of which are located outside
Java, and are divided into three categories:
1. Receive Performance DPL Grants only: six
provinces (Gorontalo, NTB, North Maluku,
Central Sulawesi, East Kalimantan, and Maluku);
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Graph 1. Results of Simulation of Compensation DPL Grants and Performance DPL Grants (in billion Rp)
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Graph 2. Impact of DPL Grants on Fiscal Space of Provinces, 2020
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Closing
The Coalition is aware that the current pandemic has
affected many aspects of life in all layers of society,
and this has greatly increased the burdens and
responsibilities of the central and regional
governments. At the same time, the pandemic has
also put pressure on the capability of the state
budget, including local government budgets, to
finance the processes of handling of and recovery
from this crisis. Therefore, the allocation and use of
state budget funds (both APBN and APBD) must truly
be prudent, cautious, efficient, effective, and
accountable.

protected areas, both on land and at sea. In terms of
their use, DPL Grants can be directed to support the
process of economic recovery in regions that are
experiencing recession due to the current pandemic.
The amounts of DPL allocations, Indicators, weights,
and suitability thresholds proposed in this policy
paper are subject to further review and
development. For example, the Coalition considered
including the indicator of forest cover in Performance
DPL Grants. However, the Coalition was unable to
find data available for equivalent indicators for the
marine sector (there are no national data on coral
reefs or sea grass, for example). Likewise, the
suitability thresholds for these DPL Grant indicators
could be raised (or lowered) to reduce (or increase)
the number of grant recipients.

As has been explained in this policy paper, in terms of
their allocation and distribution, DPL Grants can
provide incentives to regional governments that have
good performance in protecting their environments,
and also compensation for the opportunity costs of
11

In conclusion, the concept of DPL Grants as proposed
through this policy paper is an interim proposal
before the DPL scheme is applied through the new
Financial Balance Bill. It can be used as a pilot, whose
impact needs to be evaluated and whose concepts
need to be refined. It is also expected that this draft
concept of DPL Grants will complement – not replace
– other efforts to increase incentives for regional
governments with good performance in protecting

their environment through other fiscal instruments,
such as DID, DD and various DAK schemes, as well as
DPL through financing instruments. In addition, these
fiscal incentive schemes can also complement the
various awards given by the central government,
such as Nirwasita Tantra, which is awarded by the
MoEF to heads of regions who have demonstrated
“green leadership”.

Civil Society Coalition for Environmental Protection Funding / Koalisi Masyarakat
Sipil untuk Pendanaan Perlindungan Lingkungan
IBC  PATTIRO  Seknas FITRA  Karsa  LP2EM  Prakarsa Borneo  JARI Borneo Barat  KBCF  FITRA Riau  Canopi
NTB  PLH Kalimantan Utara  JANGKAR Papua Barat  YASMIB Sulawesi  Nara Integrita  Pinus Sumsel  PFW Papua
Barat  LBH Palembang  GeRAK Aceh  Yayasan KIPRa  Pt. PPMA  MNUKWAR  BUMI  PUPUK Surabaya  PERDU 
PINUS Sulsel  HaKI  ELPAGAR  JAPESDA Gorontalo  WARSI  JERAT Papua  GEMAPALA  Panah Papua  LivE
Bengkulu  RWWG Riau  HAKa Aceh  PBHKP  Gemawan
For further information, contact:
Laode “Roy” Salam (IBC), laode_roy@yahoo.com, and Bejo Untung (PATTIRO), bejo@pattiro.org.
The preparation of this policy paper is supported by a grant from the British Government through The Asia Foundation.
However, the British Government is not responsible for the content of this policy paper, which is solely the
responsibility of the Civil Society Coalition for Environmental Protection Funding and The Asia Foundation.
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Appendix 1. Record of Calculation of Scores and Indices of DPL Grant Indicators
Type of DPL Grant
Performance DPL Grants

Compensation DPL
Grants

Indicator

Calculation

IKLH score

The 2018 IKLH score serves as the reference in calculating
the national average IKLH score of 71.7. This average score
serves as the reference in determining the suitability of
grant recipients, i.e. provinces that have IKLH above the
national average.

Change in IKLH

Change in IKLH is calculated by comparing the 2018 IKLH
with the 2017 IKLH, expressed as a percentage. The
national average is then calculated, which is 7.8%. This
average value is then used as the reference in determining
the suitability of grant recipients, i.e. those provinces
whose percentage change in IKLH is above the national
average.

Proportion of protected land
area (protected forest plus
conservation forest)

The proportion of protected land area of a province is
calculated by adding up the area of conservation forest and
protected forest and then dividing by the total area of the
province. The figure of 23.2% is used as the reference in
determining suitability of recipients of DPL Grants based on
the National Average.

Proportion of marine
conservation area of
provinces

The proportion of marine conservation area of a province is
calculated by dividing the marine conservation area in each
province by its total marine area. The national average is
then calculated, 10.4%, and this is used as the reference in
determining the suitability of recipients.
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Appendix 2. Graphs of DPL Grant Indicators
Graph 2.1 IKLH Scores of Provinces in 2018 and National Average
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Graph 2.2 Change in IKLH of Provinces, 2017-2018, and National Average
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