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Green-oriented Businesses and
Services in Indonesia: Current
Situation, Problems, and Challenges
Summary
Encouraging green products and services is one of the ways to fight climate change. The development and establishment of green products could help boost the economy and jobs while at the same time reducing their negative environmental impact. However, in Indonesia, the number of green businesses is rather low to reach the full
potential and impact, and they need more attention from the government and other stakeholders to support the
movement. Green-oriented business should be given more financial incentives and financial access.

I

n the past decades, the concern about the
environment was increasing, and the impact
of climate change was worsening from time
to time, which drove the human population to
act against it. There are several ways to fight
climate change. One of them, which will be
discussed here, is encouraging green products
and services. Sdrolia & Zarotiadis (2019)
defined green products and services as tangible
and intangible products that minimise, directly
and indirectly, the environmental impact
during their whole life cycle. For example,
new products made from recycled products
are made with less electricity or generate less
pollution in the making, products that use less
environmental-hazardous material, or services
that collect plastic waste and supply it to the
green product manufacturer. The benefits of
green products and services are not limited
to the environment. Most green products and
services are tied up with innovation, which are
products and services that have never existed.
This breakthrough can help create a sector or
improve the current industry, bringing more
jobs and economic growth. According to a
report in 2021, it is found that in 2027, the
green industry could have around a 22.5%
growth rate (Reportlinker, 2021).
In the past decades, the concern about the
environment was increasing, and the impact
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to time, which drove the human population to
act against it. There are several ways to fight
climate change. One of them, which will be
discussed here, is encouraging green products
and services. Sdrolia & Zarotiadis (2019)
defined green products and services as tangible
and intangible products that minimise, directly
and indirectly, the environmental impact
during their whole life cycle. For example,
new products made from recycled products
are made with less electricity or generate less
pollution in the making, products that use less
environmental-hazardous material, or services
that collect plastic waste and supply it to the
green product manufacturer. The benefits of
green products and services are not limited
to the environment. Most green products and
services are tied up with innovation, which are
products and services that have never existed.
This breakthrough can help create a sector or
improve the current industry, bringing more
jobs and economic growth. According to a
report in 2021, it is found that in 2027, the
green industry could have around a 22.5%
growth rate (Reportlinker, 2021).
In addressing the environmental problem in
Indonesia, the government has disclosed a plan
for economic restructuring and development
with a focus on the environment. They named
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it A Green Economy for a Net-zero Future and
Green Economy Roadmap for 2020–2024
(Bappenas, 2021a, 2021b). The plan covered
what the government would do to fight climate
change and how the green economy could
help us recover from the pandemic faster.
However, the plan did not highlight green
products or green businesses yet. The plan is
still being pursued to drive existing companies
to be more energy efficient, have better
waste management, or have cleaner industrial
processes. So far, a plan to encourage more
entrepreneurs to innovate on green products
is scarce.
Until now, no major official statistics about the
green industry worldwide have identified how
many countries have green business sectors,
how many companies offer green products and
services, and what kind of product or service
they offer. The lack of this kind of register
makes it difficult to track the current situation,
what we have achieved, and how to forecast
this industry. Therefore, it is very advisable
for a country or a multinational institution to
create one. In addition, an association of green
businesses should also be founded so all green
business players can share their experience
or expertise. Maybe they could ask for some
consulting about how to survive or thrive in
this sector.
Some of these problems may explain why green
business is very difficult to achieve growth in
Indonesia. According to Sari & Hasnelly (2012),
the government’s support for the environmentfriendly movement was poor due to a lack
of regulation. The formulation of national
environmental law was still too general, and
only a small number of environmental law cases
in Indonesia were seriously settled or enforced.
(Nurjaya, 2007). In addition, the community’s
awareness of climate change or sustainability
was lacking. As a result, the society in Indonesia
did not perceive the current environmental
issue as a problem and they did not want to
seek knowledge about it. If Indonesian citizens
do not worry about environmental issues, this
could drive Indonesian citizens to adopt less
green behaviour and could exacerbate the
environmental condition in Indonesia, which is
already in bad shape. Therefore, it is important
to raise awareness as a first step. Information
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about climate change and its impact can be
integrated into schools or in higher education.
More cooperation with research centres, the
private sector, or foreign organisations should
be promoted, particularly on the technology
know-how to mitigate the impact of climate
change.
Poor awareness from the public can also lead
to the low performance of green businesses.
Normally in Indonesia a green business can
incur high cost due to the difficulties of finding
the right material and a cleaner process to
manufacture a green product can cost more.
Due to the poor awareness in the public,
society does not have the urge to acquire
green products or services, and the problem
is exacerbated by the higher price that might
come with the green product.
In order to alleviate this problem, the
implementation of financial incentives or aid
for those who are active in the green business
sector can be very helpful, such as tax reduction,
subsidy, special credit schemes for green
businesses, or else. To make green business
players more competitive in the market, this
setting can also make green business more
lucrative, which can draw more new business
founders or encourage current businesses to
adopt more green behaviour. As an extreme
measure, passing laws that may force current
companies to innovate green products and
services or adopt more ecologically-friendly
business processes can also be considered
as a last resort for boosting green business
in Indonesia. A good example is provided by
Denmark. According to the data from Statista
(2022), Denmark is one of the world’s leading
countries in fighting climate change. They have
imposed an ecological-oriented tax scheme
since the 1990s (Klok et al., 2006) and also
established a special investment fund that cofinances green-oriented business1.
Some green business players in Indonesia also
share the same view. Green startups such as
Greenie and EcoplastID complained about
the lack of government support. The former
produces furniture from non-timber-based
material, and the latter develops bioplastic
1 The Danish Green Investment Fund. https://
gronfond.dk/en/
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material from agricultural waste that can be
used as an alternative to plastic bags. Both of
their representatives stated that it was hard
to compete with normal products and getting
additional funds for business expansion was
not easy. They have also mentioned the low
awareness of the environment in society.
Developing and establishing green products
could help boost the economy and jobs while
reducing their negative environmental impact
at the same time. However, in Indonesia, the
number of green businesses is rather low to
have a full impact, and they need more attention
from the government and other stakeholders to
support the movement. Awareness should also
be raised, the green-oriented business should
be given more financial incentives and financial
access.
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