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Abstract.

The era of economic globalization requires Indonesia to adapt its environmental legal
instruments to the increasingly complex dynamics of international trade. The regulatory
transformation through Law No. 6 of 2023 on Job Creation has shifted the paradigm from an
“environmental permit” system to an ‘“environmental approval” system, while the
implementation of carbon taxes through Law No. 7 of 2021 and various related conservation
regulations presents new challenges in balancing economic competitiveness and environmental
protection. This study aims to analyze the effectiveness of Indonesia's environmental legal
instruments in meeting international environmental standards such as the EUDR and CBAM.
The research method employs a normative legal approach using library research techniques,
examining primary legal sources such as the latest laws and their implementing regulations, as
well as secondary sources from academic literature and international reports. The results of
the study show that environmental regulatory transformation creates a paradox between
deregulation to attract investment and increasing environmental standards demanded by the
global market. The implementation of a carbon tax at a rate of Rp30,000 per ton of CO2e and
a carbon trading mechanism shows progressive steps but is still limited in scope. The
development of synergies between conservation and trade requires strengthening the Payment
for Environmental Services scheme and sustainable product certification. The study's
conclusions emphasize the need for a more balanced policy reorientation and a holistic
approach to integrate economic, social, and environmental aspects in addressing the dynamics
of international trade that prioritize sustainability principles.
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I INTRODUCTION

The era of economic globalization and increasingly complex international trade dynamics requires
Indonesia to continuously adapt its environmental legal instruments (Fahrizi et al., 2023). In this context, the
transformation of Indonesian environmental regulations has undergone significant changes since the
enactment of Law Number 11 of 2020 concerning Job Creation, which was later refined into Law Number 6
of 2023 concerning the Stipulation of Government Regulation in Lieu of Law Number 2 of 2022 concerning
Job Creation into Law. This omnibus law regulation fundamentally changes the paradigm of environmental
protection and management, which was previously regulated in Law Number 32 of 2009 concerning
Environmental Protection and Management (Herlina and Supriyatin, 2021).The fundamental change is the
transformation from an "environmental permit" system to an "environmental approval" system within the
business licensing framework. The Job Creation Law eliminates Article 40 of the Environmental
Management and Management Law, which regulates environmental permits, and replaces it with an
integrated environmental approval mechanism within business licensing. This change results in the
Environmental Impact Analysis (AMDAL) no longer being a mandatory requirement for business permit
issuance, but rather merely a consideration in the business licensing process.

Consequently, authority previously distributed to the Minister of Environment and Forestry,
Governors, and Regents/Mayors has been re-centralized within the Central Government.The challenges
become even more complex as Indonesia faces increasingly stringent international trade demands regarding
environmental standards. The implementation of a carbon tax policy through Law Number 7 of 2021
concerning the Harmonization of Tax Regulations with a rate of IDR 30,000 per ton of CO2e, which has
been gradually applied to the coal-fired power plant (PLTU) sector, demonstrates Indonesia's commitment to
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climate change mitigation (Salsabila and Sitabuana, 2023). However, the implementation of this carbon tax
must go hand in hand with the carbon trading mechanism stipulated in Presidential Regulation Number 98 of
2021 concerning the Implementation of the Economic Value of Carbon and Ministerial Regulation of the
Environment and Forestry Number 7 of 2023 concerning Procedures for Carbon Trading in the Forestry
Sector.Government Regulation Number 22 of 2021 concerning the Implementation of Environmental
Protection and Management, as the implementing regulation for the Job Creation Law, introduces significant
changes in the management of hazardous and toxic waste (B3). This regulation removes the B3 status from
Fly Ash and Bottom Ash (FABA) from power plants and Spent Bleaching Earth (SBE) from the palm oil
industry, which were previously categorized as B3 waste.

This change raises concerns about Indonesia's consistency in implementing sustainable trade
principles, particularly in the face of pressure from developed countries that increasingly prioritize
environmental standards in international trade (Anggara et al., 2021).In the context of international trade,
Indonesia also faces pressure from the European Union Deforestation Regulation (EUDR) and various
Carbon Border Adjustment Mechanism (CBAM) schemes that have begun to be implemented by developed
countries (Corona et al., 2023). This demands the existence of environmental legal instruments that not only
protect the domestic environment but also ensure the competitiveness of Indonesian export products in the
global market. Law Number 32 of 2024 concerning Amendments to Law Number 5 of 1990 concerning the
Conservation of Biological Natural Resources and Ecosystems is a response to these demands, although its
implementation remains controversial because it is considered not to optimally accommodate the
participation of indigenous communities.The growing international carbon trade also requires Indonesia to
strengthen its legal and institutional infrastructure. Financial Services Authority Regulation No. 14 of 2023
concerning Carbon Trading Through the Carbon Exchange and Presidential Regulation No. 14 of 2024
concerning the Implementation of Carbon Capture and Storage Activities demonstrate Indonesia's efforts to
develop a green economy.

However, the effectiveness of these legal instruments in addressing the dynamics of international
trade still requires in-depth evaluation, particularly in the context of Indonesia's Net Zero Emission target by
2060 and its commitment to reduce GHG emissions by 31.89% by 2030 through the Enhanced National
Determined Contribution (ENDC) (Rahayu, 2003).The complexity of the relationship between
environmental legal instruments and international trade is increasingly evident in policy implementation,
which often faces a trade-off between economic interests and environmental protection. The paradigm shift
from a command-and-control approach to market-based instruments requires not only technical but also
structural adjustments within Indonesia's environmental legal system. This situation demands an in-depth
study of the effectiveness of existing environmental legal instruments in addressing the ever-evolving
dynamics of international trade.Given these conditions, research on the effectiveness of environmental legal
instruments in addressing the dynamics of international trade has become increasingly urgent. This study is
crucial to ensuring that Indonesia can maintain its economic competitiveness in the global market while
maintaining its commitment to sustainable environmental protection and management. This research is also
expected to provide policy recommendations that can strengthen the synergy between environmental legal
instruments and Indonesia's future international trade strategy.

1. METHODS

This study applies a normative legal approach with a descriptive method to analyze the effectiveness
of environmental legal instruments in addressing the dynamics of international trade. The normative legal
approach was chosen because the research focuses on the study of legal norms, legal principles, and legal
systems that govern the relationship between environmental protection and international trade (Zainuddin
and Karina, 2023). The descriptive method allows researchers to describe and explore in depth the complex
interactions between environmental legal instruments and the ever-evolving dynamics of global trade.The
data collection technique used was library research, reviewing various primary and secondary legal sources
relevant to the research problem. The primary legal materials reviewed included the latest environmental and
trade laws and regulations, such as Law Number 6 of 2023 concerning the Stipulation of the Job Creation
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Government Regulation in Lieu of Law (Perppu), Law Number 7 of 2021 concerning the Harmonization of
Tax Regulations, Law Number 32 of 2024 concerning Amendments to the Conservation Law, and various
implementing regulations, including Government Regulation Number 22 of 2021, Presidential Regulation
Number 98 of 2021, and related Ministerial Regulations.

Furthermore, this study also analyzed international agreements binding on Indonesia, such as the
Paris Agreement, the UNFCCC, and various bilateral and multilateral trade agreements containing
environmental clauses.Secondary legal materials were obtained from analysis of legal doctrine, academic
research results, international and national legal journals, reference books on environmental and international
trade law, and publications from international institutions such as the WTO, UNEP, and the World Bank.
This research also reviewed official reports from Indonesian government agencies such as the Ministry of
Environment and Forestry, the Ministry of Trade, and the National Standardization Agency, as well as
strategic policy documents such as Indonesia's Enhanced Nationally Determined Contribution (ENDC) and
the roadmap towards Net Zero Emission 2060. Secondary data were also obtained from publications of
international organizations and think tanks that discuss environmental issues in the context of global
trade.This research uses a comparative approach by analyzing best practices from other countries in
harmonizing environmental legal instruments with international trade interests.

The comparative study was conducted on carbon tax regulatory models, emissions trading systems,
and environmental certification mechanisms implemented in developed countries such as the European
Union, the United States, and Canada, as well as developing countries with economic characteristics similar
to Indonesia. This comparative analysis aims to identify regulatory models that best suit Indonesian
conditions and can be adopted to improve the effectiveness of domestic environmental legal instruments. The
analytical method used is a qualitative legal analysis with an interdisciplinary approach that combines legal,
economic, and international political perspectives. The analysis process begins with an inventory and
classification of all legal materials based on the hierarchy of laws and regulations and their relevance to the
research problem. Next, a normative analysis is conducted to examine the consistency and coherence
between regulations, identify potential norm conflicts, and evaluate the effectiveness of the implementation
of existing legal instruments. The analysis also includes an examination of the gap between das sollen and
das sein in the implementation of Indonesian environmental policy in the era of global trade.

M. RESULTS AND DISCUSSION

The Transformation of Environmental Legal Instruments in the Omnibus Law Era and Its
Implications for International Trade

Indonesia's environmental legal instruments have undergone a significant paradigmatic shift since
the enactment of Law Number 6 of 2023 concerning the Determination of the Job Creation Regulation in
Lieu of Law (Perppu). The fundamental change lies in the transformation from a mandatory "environmental
permit" system to an "environmental approval" system integrated into business licensing. This has resulted in
the Environmental Impact Analysis (AMDAL) no longer being an absolute prerequisite for issuing a
business permit, but rather merely a consideration in the business licensing process. This change
fundamentally alters Indonesia's environmental legal architecture, from previously applying the
precautionary principle to one that is more oriented toward facilitating investment and trade. The implications
of this transformation for international trade are complex, particularly in the context of increasing demands
for environmental standards from Indonesia's trading partners.

The European Union Deforestation Regulation (EUDR), which will come into full effect in 2025,
requires Indonesia to demonstrate that export products such as palm oil, coffee, cocoa, and timber do not
originate from areas experiencing deforestation after December 31, 2020. In this context, weakening
domestic environmental legal instruments could actually harm the competitiveness of Indonesian exports in
the European market. Similarly, the European Union's planned implementation of the Carbon Border
Adjustment Mechanism (CBAM) will impose carbon tariffs on imported products based on the carbon
footprint of their production processes. This situation highlights a paradox between the government's efforts
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to attract investment through environmental deregulation and the increasingly stringent demands of the
international market for environmental standards.

Government Regulation Number 22 of 2021, which removed the hazardous waste status of Fly Ash
and Bottom Ash (FABA) from power plants and Spent Bleaching Earth (SBE) from the palm oil industry,
also reflects an inconsistency in the application of sustainable trade principles. Developed countries are
currently moving toward a circular economy and sustainable supply chain concept that prioritizes
environmental principles at every stage of trade. This change in the status of hazardous waste can be viewed
as a form of environmental dumping that has the potential to damage Indonesia's reputation as a country
committed to sustainable development. This is in line with criticism raised by Rahayu (2003) that
environmental standards in free trade often serve as an instrument of trade protection from developed
countries to developing countries, while Indonesia, on the other hand, weakens its own environmental
standards.

Effectiveness of Carbon Tax Implementation and Carbon Trading Mechanisms in the Context
of Global Trade

The implementation of a carbon tax through Law Number 7 of 2021 concerning the Harmonization
of Tax Regulations marks Indonesia's progressive step in integrating environmental economic instruments
with the international trading system. With a rate of IDR 30,000 per ton of CO2e, equivalent to USD 2,
Indonesia has one of the lowest carbon tax rates in the world, compared to countries such as Sweden (USD
137), Norway (USD 87), or even Singapore (USD 5). This low rate reflects the government's caution in
implementing policies that could impact the competitiveness of domestic industries, but also demonstrates a
lack of ambition in driving the transformation to a low-carbon economy, which is truly needed to meet the
2060 Net Zero Emission target.The cap-and-trade mechanism implemented in the coal-fired power plant
(PLTU) sector demonstrates Indonesia's efforts to adopt market-based instruments that have proven effective
in developed countries (Putra and Sipahutar, 2023). However, this mechanism's effectiveness remains
limited, as it only covers 146 PLTUs out of the total energy sector.

Presidential Regulation No. 98 of 2021 concerning the Implementation of Carbon Economic Value
and Ministerial Regulation No. 7 of 2023 concerning Procedures for Carbon Trading in the Forestry Sector
demonstrate the government's efforts to develop broader environmental economic instruments. However,
coordination between sectors and levels of government remains a major challenge in implementing this
policy.In the context of international trade, Indonesia's carbon trading mechanism must be integrated with
the global carbon trading system, particularly within the framework of Article 6 of the Paris Agreement,
which regulates international cooperation mechanisms. OJK Regulation No. 14 of 2023 concerning Carbon
Trading Through Carbon Exchanges is an important step in developing domestic carbon trading
infrastructure. However, the standards and methodologies used must be compatible with international
standards to ensure credibility and acceptability in the global carbon market. Another challenge is ensuring
the environmental integrity of traded carbon credits, given concerns about greenwashing and double
counting in international carbon trading (Yang et al., 2023). Indonesia needs to develop a robust monitoring,
reporting, and verification (MRV) system to ensure that carbon trading truly contributes to global emission
reductions and is not simply an accounting transfer.

Synergy between Natural Resource Conservation and Trade Competitiveness within the
Framework of Sustainable Development

Law Number 32 of 2024 concerning Amendments to Law Number 5 of 1990 concerning the
Conservation of Biological Natural Resources and Their Ecosystems introduces a new dynamic in the
relationship between conservation and international trade. This amendment expands the scope of
conservation to coastal areas and small islands (WP3K), which are strategic for the development of
Indonesia's blue economy. However, the implementation of this law still faces challenges in accommodating
the rights of indigenous communities and traditional knowledge systems that have long been an integral part
of conservation practices in Indonesia. Criticism of the lack of public participation in the regulatory drafting
process highlights a gap between the top-down approach to policy formulation and the need for a more
inclusive, bottom-up approach.In the context of international trade, Indonesia's biodiversity conservation has
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significant economic value, particularly in the development of biotechnology, pharmaceutical, and cosmetics
industries based on Indonesia's natural resources. The Convention on Biological Diversity (CBD) and the
Nagoya Protocol provide an international legal framework for access and benefit sharing (ABS), which can
become a new source of revenue for Indonesia.

However, ABS implementation requires a robust legal system to protect the rights of local
communities and ensure equitable benefit sharing. Presidential Regulation No. 14 of 2024 concerning the
Implementation of Carbon Capture and Storage Activities also opens opportunities for Indonesia to develop
a carbon capture and storage (CCS) industry that can attract international investment while contributing to
global climate change mitigation.The main challenge in creating synergy between conservation and trade lies
in developing a Payment for Environmental Services (PES) mechanism that can provide economic incentives
for conservation practices. Indonesia has great potential to develop an international environmental services
market, particularly through the REDD+ (Reducing Emissions from Deforestation and Forest Degradation)
scheme, which can provide a source of income for local communities while preserving forests (Samii et al.,
2014). However, REDD+ implementation requires a transparent and accountable governance system to
ensure that economic benefits can be enjoyed by communities directly involved in conservation practices.
Developing certification for sustainable products such as sustainable palm oil, sustainable fisheries, and
sustainable forestry is also key to increasing the competitiveness of Indonesian products in international
markets that increasingly prioritize sustainability aspects. This is in line with the global trend towards
sustainable consumption and production patterns, one of the targets of the Sustainable Development Goals
(SDGs).

V. CONCLUSION

Based on the analysis conducted, it can be concluded that the effectiveness of Indonesia's
environmental legal instruments in addressing the dynamics of international trade faces significant
challenges due to regulatory transformation through the Job Creation Law. The shift from an "environmental
permit" system to an "environmental approval” system has weakened the position of the AMDAL
(Environmental Impact Assessment) as an environmental protection instrument, potentially harming
Indonesia's export competitiveness in international markets that increasingly demand stringent environmental
standards such as the EUDR and CBAM. The paradox between deregulation efforts to attract investment and
global market demands for sustainable products demonstrates the need for a policy reorientation that
balances economic interests and environmental protection.The implementation of a carbon tax of IDR 30,000
per ton of CO2e and a carbon trading mechanism through a cap-and-trade system demonstrate Indonesia's
progressive approach to adopting market-based instruments.

However, its effectiveness remains limited due to its narrow sectoral coverage and relatively low
tariffs compared to international standards. The development of a robust carbon exchange and MRV system
is key to ensuring environmental integrity and compatibility with the global carbon trading system under
Article 6 of the Paris Agreement. The success of these mechanisms depends heavily on intersectoral
coordination and strengthening institutional capacity to avoid greenwashing and double counting.The
synergy between natural resource conservation and trade competitiveness requires a holistic approach that
integrates economic, social, and environmental aspects into sustainable development. The new Conservation
Law provides opportunities for developing a blue economy and access and benefit sharing, but its
implementation must be more inclusive of the participation of indigenous communities and traditional
knowledge. Developing a Payment for Environmental Services scheme, certifying sustainable products, and
strengthening the REDD+ system are key strategies for creating economic value from conservation practices
while maintaining Indonesia's competitiveness in international markets that increasingly prioritize
sustainability principles in global trade.
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