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1. Introduction

What is the investment case for sustainable and low-carbon development in sub-
national jurisdictions?  How could it be realized?  What is the structure that is more 
favorable for investors?  What needs to be done at national and sub-national levels 
to ensure that jurisdictional approach can be well-designed, well-implemented, and 
well-financed?

This paper shows that jurisdictional approach is an attractive and investable approach 
when structural and technical imperatives towards its investability are properly 
addressed.  Specifically, the paper addresses the adjustments required to meet the 
confidence and appetite of investors to invest in jurisdictional approach.  Some 
adjustments may be needed in the structure of the incentives to entice actions to 
halt deforestation, such as that financial instruments that allows for large-scale 
financing be managed properly; regulatory instruments that need to be in place to 
facilitate investor-friendly jurisdictional approach; institutional setting that allows for 
multi-stakeholder and multi-level planning, implementation, evaluation, and overall 
governance; and capability to carry out jurisdictional approach at the sub-national 
level.



1.1. Sustainable Land-Based Sector in the Climate Crisis

The latest and most recent IPCC report has been coined as a “red code for humanity”, showing that the 
world is indeed already in a dire climate crisis and the window to act, while available, is closing very 
rapidly.1   Land-based sector — this includes agriculture, forestry, and other land uses, better known for its 
abbreviation, AFOLU — is a strategic sector contributed about one-fifth of global emissions.2

Efforts to stop deforestation have emerged not only in the context of avoiding emissions from deforestation 
and increasing sequestration of carbon, but also in ensuring overall sustainability of commodity supply-
chain.  Commodity and consumer goods companies have tried to reduce deforestation, even to set up 
zero deforestation targets.3   But instead of being halted, at global level deforestation rate had actually 
increased.4



1.2. The Imperatives of Jurisdictional Approach

Most of the current privately-invested initiatives are 
project- or concession-based.  Monitoring the performance 
of the reduction of deforestation in a (relatively small) 
concession is considered simple enough, and risks are 
considered manageable as investors usually engage directly 
with business entities.5   However, weaknesses in project- or 
concession-based approach have been well recognized.  The 
problems of leakage - increased deforestation outside of 
the concession due directly to the deforestation reduction 
efforts in a concession - has notably been raised as one 
of such concerns.6 Additionally, project- or concession-
based projects often fail to address the underlying causes 
of deforestation.7 Jurisdictional approach has emerged 
to address such concerns.  Jurisdiction is defined as “a 
landscape that is geographically defined by political or 

Jurisdictional approach will allow for consolidation of 
actions in an integrated manner, and as such will open the 
opportunity to realize overall prosperity at jurisdictional 
levels.  Within a jurisdiction, prosperity is achieved through 
spatially balancing production and protection to reach the 
optimal level of sustainability, conserving ecosystems for 
their services, and monetizing the value of the services in 
the jurisdiction.  Infrastructure will be developed by fully 
recognizing the spatial and ecosystemic characteristics of 
the jurisdictions.  This approach of maintaining prosperity 
in a jurisdiction is also known as “green growth” or “green 
prosperity”.10 

But jurisdictional approach may be perceived to increase 
risks and hence may reduce investors’ appetite. At times 

administrative boundaries, including nations, states or 
provinces, and districts or municipalities”.8 But enticing 
the private sector to comfortably invest while at the same 
time allowing for sub-national scope of carbon emission 
accounting is still challenging.9

 
To halt deforestation at scale, efforts in the commodity 
sector that traditionally address deforestation either within 
the company or throughout the supply chain have shifted 
to jurisdictional sustainability that addresses the entire 
sourcing area.  Figure 1 below depicts the progression from 
company-based sustainability to supply-chain sustainability 
and eventually to jurisdictional sustainability.

Risk to sourcing area
Engage in Lanscape approach and seek multi-

stakeholder collaboration.

Risk beyond the farm
Supply chain management, voluntary standards,

and certification.

Risk at the farm or plant
Farm level or facility and end-ofpipe measures

(for example, GHG emission and water use reductions).

Figure 1.  Emergence of risks to sourcing areas gives rise to JA.  Source: Adjusted from Kissinger, et al., 2013; Sari, 2021 (in press)

its expansive scale is also a deterrence.  While this 
perception remains contestable, nested approach is 
developed to provide a bridge to maintain the investability 
of concession-based initiatives while taking advantage 
of the comprehensiveness of jurisdictional approach.  
Nested approach allows multiple scales including project- 
or concession- based approach to coexist and provides 
benefits from their advantages.  Project development can 
commence from any scale based on readiness.  It could, for 
example, commence from certain project areas or any sub-
jurisdictions before the accounting system to be scaled up 
and consolidated.  For those interested in carbon credits, 
they can still be issued based on particular projects and/ 
or sub-national jurisdictions in addition to, instead of, or 
before crediting at the national level can take place.11
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1.3. The Indonesian Context

Indonesia has been a major contributor to global climate 
crisis-inducing global emissions, especially due to its land-
based sectors.  In 2010, Indonesia contributed about 1.3 
GtCO2e, about 2 percent of the 59.1 GtCO2e global total.  
That year, its emission from the land sector was 647 million 
tons of carbon equivalent (MtCO2e), about 10 percent of the 
global total.12

Indonesia shows a major improvement in reducing 
deforestation and its related greenhouse gas emissions, even 
though a lot more still needs to be done.  Indonesia used to be 
among the most forest-destructive countries even until 2016 
with deforestation rate of more than one million hectares 
(ha) per year.  Unsustainable commodity production has been 
accused as the main culprit.  But ever since, performance 
has improved considerably.  Good and effective policies — 
such as permanently halting the issuance of new permits 

Under the business-as-usual (BAU) scenario, Indonesia is 
expected to emit 2.8 GTCO2e in 2030, of which forestry 
sector accounts for 0.7 GtCO2e (25 percent).  Even though 
the emissions from the forestry sector is expected to increase 
by 10 percent in the 20 years period, the share is expected 
to shrink because it is far outstripped by the emissions from 
the energy sector that is expected to grow at 268 percent 
in the 20 years period.  The unconditional reduction of 
emissions to reach 29 percent total reduction from BAU 
in 2030 with own resources and conditional emissions to 
enhance the total reduction to 41 percent from BAU in 2030 
when financial assistance are made available is expected to 

Table 2.  The Nationally-Determined Contributions (NDC) of the Republic of Indonesia to the Paris Agreement, as submitted to the UNFCCC on 
November 2016.  Note: BAU is business as usual.  UNC is the unconditional target in the NDC where Indonesia limits its emissions using own 
resources, whereas COND is the conditional target when overseas financial assistance is made available.  Note that the figures in this table are 
rounded, hence slightly different from the official ones.

in primary forests and, until only recently, moratorium the 
expansion of palm oil plantations — have been put in place 
that contribute to reduction of deforestation.  By 2020, the 
rate of deforestation has been reduced significantly to only 
about 115,459 ha, a commendable 90 percent reduction.13 

Meanwhile, Indonesia has committed to a reduction of 
emissions of 29 percent with own resources and 41 percent 
with international assistance, from its otherwise business-
as-usual emissions trajectory by 2030 across the entire 
economy.  In its NDC and its first revision, the forestry 
sector contributes the steepest reduction in absolute and 
proportional amounts.  The NDC shows that Indonesia’s 
business as usual emissions in 2010 was 1.3 billion tons of 
carbon dioxide equivalent (gigatons, GtCO2e) of which 
forestry sector accounts for 0.6 GtCO2e (48.5 percent).14

Sector

Emiss ions 
2010 Emissions 2030 Emissions Reduction

Pct AAG
2010-2030

Pct AAG
2000-2012

MtCO2e
MtCO2e MtCO2e pct of BAU

BAU UNC COND UNC COND UNC COND

Energy 453.2 1669.0 1,355.0 1,407.0 314.0 441.0 10.9 15.5 6.7 4.5

Waste 88.0 296.0 285.0 270.0 11.0 26.0 0.4 1.0 6.3 4.0

IPPU 36.0 69.6 66.8 66.3 2.8 3.2 0.1 0.1 3.4 0.1

Agric. 110.5 119.7 110.4 115.9 9.2 4.0 0.3 0.1 0.4 1.3

Forestry 647.0 714.0 217.0 68.0 497.0 692.0 17.3 24.5 0.5 2.7

Total 1,334.7 2,869.2 2,033.2 1,927.2 834.0 1,166.2 29.0 41.0 3.9 3.2

be limited to about 2 and 1.9 GtCO2e, in which the forestry 
sector accounts for only 0.2 GtCO2e (11.6 percent) and 
0.07 GtCO2e (a mere 3.5 percent), respectively.  Here, 
emissions in the forestry sector is expected to be reduced by 
a whopping 70 percent with own resources and 90 percent 
with international assistance.15  Meanwhile, in the long-
term, while Indonesia is committed to reach ambitious net 
zero emissions for the entire economy by 2060 or earlier, the 
ambition is even stronger in the forestry sector to become 
net sink by 2030.16 
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1.3.1. Jurisdictional Approach to Reduce Deforestation

Reduction of Emissions from Deforestation and Degradation 
of Forests in Developing Countries - known for its abbreviation 
as REDD+ - has been included into international agreements 
under the United Nations Framework Convention on Climate 
Change (UNFCCC) since the Thirteenth Conference of the 
Parties (COP13) in Bali, Indonesia, in 2007.  Ever since, 
REDD+ has been implemented in Indonesia in different forms.  
The private sector took the route of demonstration activities 
that are project- and concession-based.  Some of them have 
shown progress in the voluntary markets for carbon emission 
reduction offsets.  International entities begin to develop 
larger scale initiatives, including through nation-wide and 
sub-national implementations.

In 2008, The Nature Conservancy (TNC) forged a partnership 
with the district government of Berau in East Kalimantan in 
developing among the first jurisdictional REDD+ initiative.  
The program, launched in 2009, aims to respond to, and 
engage with, the low emission development program in an 
integrated manner  within and throughout the whole district 
of Berau.17 

In 2010, the Governments of Indonesia and Norway signed a 
historic Letter of Intent (LOI) that, among others, stipulates 
that reduction of emissions to be achieved by Indonesia will be 
financially rewarded by Norway by up to $1 billion.  Activities 
under this LOI include producing a national strategy to 
address key drivers of forest and peatland related emissions, 
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a funding instrument, and a province-wide REDD+ pilot. This 
pilot had to  include a set of provincial (i.e., jurisdictional) 
REDD+ strategies to be “developed through a transparent 
and inclusive multi-stakeholder process and addressing all 
key drivers of forest and peatland related emissions”.18 This 
LOI has been terminated.19 

In the commodity supply chain space, the Sistem Verifikasi 
Legalitas Kayu (Wood Legality Assurance System) has been 
recognized as a nation-wide commodity legality certification, 
practically the first jurisdictional approach initiative. Sub-
national sustainability certification is currently being piloted 
by the Roundtable for Sustainable Palm Oil (RSPO) in Seruyan, 
Central Kalimantan.20 

For jurisdictional investments to be made smoothly, 
appropriate policies, strategies, road maps, and regulations 
as well as the readiness of all stakeholders need to be in 
place.  Traditionally siloed sectoral investments may not 
easily be blended among different sectors or with other 
investment modalities.  In these cases, coordination among 
sectors and jurisdictional scales is needed to plan and 
manage jurisdictional investments collaboratively.21 

Indonesia has included jurisdictional approach in ensuring 
agricultural sustainability in its National Mid-Term 

Development Plan (Rencana Pembangunan Jangka Menengah 
Nasional, RPJMN).22 INOBU is currently facilitating the district 
government of Seruyan to establish jurisdictional approach 
to commodity sustainability standard, in cooperation with 
the Roundtable for Sustainable Palm Oil (RSPO).23 

Meanwhile, Indonesia is in the middle of developing and 
adjusting the regulatory instruments to capitalize the value 
of carbon.  Presidential Regulation No. 98/2021 regarding 
the Implementation of the Economic Valuation of Carbon to 
Achieve the Target in the Nationally Determined Contribution 
and Management of Greenhouse Gas Emissions in the National 
Development has very recently been issued.  Meanwhile, the 
regulations to obtain concessions, including for carbon asset 
development purposes, are also being adjusted to reflect the 
changes in laws governing land and forestry management 
in the most recently enacted (Omnibus) Law No. 11/2020 
on Job Creation.  Guidelines and procedures to establish 
carbon asset development initiative was stipulated under 
the Ministerial Regulation of the Ministry of Environment and 
Forestry No. 70/2017.  This regulation was expired in 2020.  
The ministry is adjusting it to follow the enactment of the 
relevant new higher regulations.
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The Investment Case in Riau

Riau is a province in the Sumatera island in Indonesia.  It spans 

about 87 million square kilometer (sq.km), or about 8.9 million 

ha.  It shares its borders with North Sumatera Province in the 

north, West Sumatera in the west, Jambi in the south, and the 

Riau Islands Province, Malaysia, and Singapore in the east.  It 

has about 6.4 million population in 2020, down from 2019 and 

2018.  The province consists of ten districts (kabupatens) and 

two municipalities.24

Riau is a relatively unique province.  It is a province with 

relatively rich natural resources.  Gross Regional Development 

Product (GRDP) at 2020 price was about Rp 729 trillion ($50 

billion), or about Rp 114 million ($ 7,860) per capita.  Riau is an 

export-oriented economy with about $13.8 billion exports value 

against only $1.3 billion imports in 2020.  The poverty line in Riau 

in September 2020 was defined as having income of lower than Rp 

546,090 (about $37.67) per month or about Rp 18,203 ($1.25) per 

day.  Using this definition, about 491,220 (7.04 percent) people 

in Riau were defined as poor.  Open unemployment was about 6.3 

percent while human development index stood at 72.7 in 2020.25

Figure 2. The Riau Province.  Source.  Google Maps.

Forest area in Riau is about 5.4 million ha, about 61 percent of 

the total area.  It consists of Conservation Forests (0.63 million 

ha), Protection Forest (0.23 million ha); Production Forest (2.3 

million ha); Limited Production Forest (1.2 million haha) and 

Convertible Production Forest (1.2 million ha).26 

Deforestation in Riau showed a decreasing trend from about 

181,000 ha in 2013 to 137,000 ha in 2019.  Illegal logging, 

illegal encroachment, forest fires, land use overlaps and forest 

conversion to other land-based sectors (mining, agriculture, 

and plantation), have been mentioned as the causes of the 

deforestation.27

In addition to mineral-soil forests, Riau also houses massive 

amount of peatlands, about 5.1 million ha in 59 peatland 

hydrological units (PHU), covering about 56 percent of the total 

area of the province, and one-third of the total peatlands in the 

country.28 About 2.4 million ha are protected and 2.7 million ha 

cultivated.  The sheer portion of the peatlands are in the forest 

areas, about 3.6 million ha (73 percent), while the remaining 1.4 

million ha (27 percent) lies outside of the forest areas.29 

Peatlands are an especially strategic ecosystem.  Peatland 

forests st0re multiple times more carbon than dryland forests.  

Degradation of peatland forests, therefore, emits more carbon.  

Indonesia houses almost 15 million ha of peatlands, about one-

quarter of the world’s tropical peatlands.30 Some even suggests 

that the number is close to 24 million ha.31 

In addition to oil and gas sector that is already dwindling, 

land-based sectors are particularly dominant in Riau, notably 

plantations of oil palm and acacia (for pulp and paper).  In 2020, 

Riau housed the largest area of oil palm plantations in Sumatera 

with 2.8 million ha (about one-third of the 10 million ha total 

in Sumatera, or about 19 persen of the 14.8 million ha total 

in Indonesia), producing 9.5 million tons of CPO per year.  The 

Districts of Siak, Kampar, Rokan Hulu, and Rokan Hilir were the 

homes of the largest areas of plantations.32 

RIAU
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The Investment Case in Riau

Between 2000 and 2018, more than 4 million ha of forest cover 

in Riau were cleared, with about half of that was natural lowland 

peatlands.  Between 2003 and 2014, 630 million cubic meters 

(m3) of logged timber went unreported in Indonesia, most of 

them came from Riau.33 As a result, Riau had a relatively high rate 

of deforestation compared to other provinces in Indonesia.  In 

2020, Riau lost 18,800 ha of primary forests, releasing about 14.3 

million tons of carbon dioxide equivalent (megatons, MtCO2e) of 

emissions.34 Starting in 2016, however, the rate of deforestation 

in Riau decreased considerably, most likely due to the moratoria 

of primary forest conversion, opening of peatland forests, and 

expansion of palm oil plantations.

Reducing emissions of greenhouse gases in Riau, including and 

especially through jurisdictional approach will at the same 

time also lead to reduction of the risks of transboundary haze 

pollution resulting from forest and peatland fires.  While it 

affects the people of Riau the most, transboundary pollution 

also affects neighboring countries with Singapore being a notable 

overseas victim.  In the 2015 forest fires caused additional 1.75 

GtCO2e emissions from Indonesia.  The economic costs reached 

at least Rp 221 trillion ($ 16.1 billion), equivalent to 1.9 percent 

of Indonesia’s GDP in 2015.  43 million people were exposed to 

dangerous haze and as many as 100,000 people died prematurely 

as a result.  Riau contributed 139 thousand ha (5 percent) of the 

2.6 million ha total burned areas country-wide.35 

Riau has enacted a “Green Riau Regional Action Plan” (“Riau 

Hijau”) as a strategic action plan to be implemented as part of 

its 2019-2024 Regional Mid-Term Development Planning (Rencana 

Pembangunan Jangka Menengah Daerah, RPJMD) through Riau 

Governor Regulation No. 9/2021.36 Riau Hijau aims to optimize 

natural resource management for sustainable development.  

Through Riau Hijau, strategic efforts will be carried out to 

increase vegetation cover, the air and water qualities, and 

adaptation actions to changing environmental conditions.37 

Moreover, the Government of Riau has signed the Low Carbon 

Development Plan with the Ministry of National Development 

Plan (Bappenas) in Bali on January 14, 2020.38 The Riau Hijau 

Regional Action Plan and the Low Carbon Development Plan 

are a good start for implementing jurisdictional approach in 

Riau.

Peatland management promises the most efficient 

emission reduction that will lead to the most attractive 

income when emission reduction or avoidance can be 

monetized as carbon asset.  A study in the Sebangau 

area in Central Kalimantan shows that for every ha 

of successful rewetting of peatlands, about 25 ton of 

carbon dioxide (tCO2e) per year of emissions reduced.39 

Revegetation may add more to the reductions.  Assuming 

the possibility of monetizing the carbon asset at $10 per 

ton per year, rewetting one ha of peatland will result 

in $250 per ha per year, or about $6,250 per ha for 25 

years.  The $10 per ton is currently offered by Emergent 

Capital as the floor price as a part of the LEAF Coalition, 

a coalition of countries and companies that support 

jurisdictional approach in reducing emissions from 

deforestation.40 The cost of rewetting has been cited to 

be about $1,867 per ha.41 Clearly, the benefit from the 

possible monetization of emissions reduction resulting 

from peatland rewetting far outweighs the cost, showing a 

strong investment case.

In 2020, the Peatland Restoration Agency (Badan Restorasi 

Gambut, BRG, whose mandate in 2021 has been expanded 

to become the Peatland and Mangrove Restoration Agency, 

Badan Restorasi Gambut dan Mangrove, BRGM) launched 

the so-called Green Peatland Economy.  In it, two so-called 

mega-landscapes were designed, and one of them is in Riau.  

The BRG finds that managing a landscape of about slightly 

more than 100,000 ha through rewetting, revegetation, and 

revitalization of peatland economy (3R).  The strong financial 

case to develop and monetize carbon asset in Riau shows a 

strong investment case for a province-wide jurisdictional 

approach.

Figure 3.  Changes in the rates of deforestation over time, 2002-2020.  Source: 
Global Forest Watch.
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1.3.2. Making Jurisdictional Approach Financially Attractive

Cost-benefit, value proposition, and necessity are the key 
driving force for private sector’s decision.42 The benefit 
of scaling up financing from project-based, that is usually 
more strictly business-to-business, to jurisdictional approach 
is not necessarily straightforwardly realized.  Project- 
or concession- based initiatives can better enable early 
involvement and local participation, as well as monitoring, 
reporting, and rewarding performances.  More importantly, 
it is believed to attract private investment more easily due 
to smaller scale and lower risks.43 

But landscape approach promises stronger environmental 
integrity.  The superiority of landscape approach is clearest 
when the health of the landscape and the community are at the 

core of business success, notably in land-based agricultural, 
plantation, and forestry sectors.  As such, the most apparent 
rationales among the business community in supporting 
jurisdictional approach are mitigating local community and 
operational risks, value chain efficiency (including social and 
environmental externalities that increasingly affect bottom 
lines) mainly in the forms of avoided costs, and voluntary 
standards compliance acknowledged by the markets, regional 
producer extension support, and payments for ecosystem 
services.44 Against this backdrop, an innovative financial 
structure combined with regulatory improvement may show 
that jurisdictional approach make an investment case.
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2. Investing in Jurisdictional Initiative

There are at least three possible financial structural options that can be utilized to allow private investment in jurisdictional 
initiative.  The first is to continue as before (the “business as usual option”), in which either local, domestic, regional, or global 
investors invests directly in a project or concession.  This is the most common project- or concession-based financing, and has 
been applied in most of the existing projects in Indonesia.

The second option is for investors to invest in a global, 
regional, or national fund specifically designed to invest in 
the jurisdiction.  The fund may invest directly into a project 
or concession, or may do so through another fund at the 
jurisdictional level that specifically serves the jurisdictional 
initiative.  The fund can then invest in projects or concessions 
as a part of a jurisdictional initiative.  Since a stand-alone 
jurisdictional fund may need a long time to establish, a 
jurisdictional window in an existing fund — for example 
directly in the global, regional, or national fund — may be 
considered.  The fund structure is a way to ensure proper 
governance of the fund and other resources, since proper 
governance structure will increase investors’ comfort. 

Another interesting option worth considering is the 
possible involvement of the Indonesian Environmental Fund 
Management Agency (Badan Pengelola Dana Lingkungan 
Hidup, BPDLH).  The agency was officially established in 
September 2019 as a Public Service Agency (Badan Layanan 
Umum, BLU) following Law No. 39/2009 on Environmental 
Protection and Management, Government Regulation 
No. 46/2017 on Environmental Economics Instrument, 
Presidential Regulation No. 77/2018 on the Environmental 

Global or Regional
Fund

Global or Regional
Investors

Jurisdictional Fund

Local or Domestic
Investor

Jurisdictional
Financial 

Mechanism
Jurisdiction

Projects or
Concessions

Fund Management, and Ministerial Decree of the Minister of 
Finance No. 779/KMK.05/2019 on the Establishment of the 
Environmental Fund Management Agency (Badan Pengelola 
Dana Lingkungan Hidup / BPDLH) at the Ministry of Finance 
as a Government Agency Which Applies The Financial 
Management Mechanism of A Public Service Agency.  It was 
then officially launched to the in October 2019.

BPDLH is a national-level agency.  It has already been used 
to manage a number of land-based funds including those 
related to land-based emission reductions.  The agency has 
already begun to process and manage the delivery of funds 
from REDD+ projects including US$56 million from Norway in 
2010, and US$103 million from GCF in August of 2020. The 
BPDLH will also manage payments from the sales of emission 
reduction assets for two projects financed by the Forest 
Carbon Partnership Facility (FCPF) in East Kalimantan, and 
by the BioCarbon Fund in Jambi, both managed by the World 
Bank.45 

BPDLH may be able to structure a special window for 
jurisdictional approach.  When a special window is 
established, BPDLH may be able to facilitate, manage, and 

Figure 4. Structural options for jurisdictional investments.

2.1. Financial Structure for Jurisdictional Approach
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channel investments from global, regional, even national 
or local investors to a specific jurisdiction.  BPDLH can 
manage funding and investments, including commercial 
investments, from abroad, as well as government funding, 
and direct and allocate them to jurisdictions.  And as such, it 
indirectly provides access for the jurisdictional initiative to 
funding instruments only available to, or guaranteed by the 
government, such as green bonds or green sukuk.

The third option is a hybrid to serve a “nested” approach 
either in the form of direct investment such as in the first 
option or through a network of funds in the second option, 
or very likely a combination of both.  The nested approach 
appears to be rather attractive as it can combine the 
benefits of both the large scale jurisdictional approach and 
the straightforwardness of project- or concession-based 
approach.

The public sector, including bilateral and multilateral 
agencies, has so far been among the largest provider of 
funding to support jurisdictional initiatives. Nevertheless 
their scale of financing is almost certainly insufficient to 
match the scale of financing that is needed.  As such, private 
sector financing eventually needs to be the main source of 

Jurisdictional approach needs to show immediate financial 
incentives that outcompete incomes reaped by traditionally 
unsustainable practices.  These incentives need to be 
shown in practice, not only in theory.  The challenge now 
is to ensure that the allocation of benefits commensurates 
with the contributions of each of the stakeholders to the 
performances to reduce deforestation and the associated 
emissions.  Indeed, reduction of deforestation and its 
associated emissions may be caused by policies or regulations 
as well as actions, carried out by government as well as 
non-government actors, at the scope of project- as well as 
landscape-levels, and so on.

Incentives need to be distributed based on contributions.  To 
distribute the benefits, the national government may be able 
to transfer cash directly through existing governmental cash 
transfer systems or through a newly-established Ecological-
based Fiscal Transfer (EFT) mechanism that can be carried 
out from national to other national, provincial, or district 
authorities.  The EFT is a mechanism to allocate fiscal 
transfers to the regions based on ecological performances.47 

financing.  However, blending different sources of financing 
— public, private, and at times philantrophic — is a way to 
manage investment risks of all types of investments needed 
overtime.  Blended financing is “the strategic use of public 
or philanthropic development capital for the mobilization 
of additional external private commercial finance for 
SDG-related investments”.46 Through blending of financial 
sources that especially include private investors, different 
risk profiles in the different components of a jurisdictional 
initiative will be matched with appropriate risk appetites of 
the different financing sources.

2.2. Distribution of Benefits

Cash transfers can also be carried out through and by BPDLH.

Eventually, at the jurisdictional level, local stakeholders 
that contribute to the reduction of deforestation and its 
associated emissions will also need to be rewarded based 
on the extent of their contributions.  At the jurisdictional 
level an  approach to distributing rewards will need to be 
agreed  upon early on before the jurisdictional initiatives 
are implemented including through ensuring the application 
of FPIC when engaged with marginalised, forest-dependent 
and customary (adat) communities.
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Jurisdictional approach needs to be managed participatorily 
through a multi-stakeholder process in addition to being 
spatially bound.  In most cases, a multi-stakeholder 
entity needs to be established to govern the planning; 
implementation; and monitoring, reporting, and verification 
process.  It also needs to be coordinated with a funding 
mechanism that facilitates funding and financing needs for 
the initiative.  The funding mechanism may have its own 
independent governance structure (see above) to ensure 
fiduciary integrity.  As mentioned earlier, BPDLH can serve 
as the independent financial structure by opening a special 
jurisdictional window.

The planning process for a jurisdictional initiative may 
need to be coordinated with the Ministry of National 
Development Planning (Bappenas) as well as with the 
Ministry of Environment and Forestry (and to a lesser extent 
with the Ministry of Public Works and Housing for spatial 
planning purposes) at the national level, in addition to 
with the Bappeda (the provincial-level planning agency).  

Regulatory instruments to facilitate jurisdictional approach remain to be developed, although the intention on the side of the 
government of Indonesia appears to be strong.  Ministerial Regulation No. 70/2017 already stipulates that REDD+ in Indonesia is 
a national program implemented sub-nationally.  However, it needs to be further defined and developed in a more detailed and 
comprehensive manner.  In order for jurisdictional approach to take place, a proper institutional setting needs to be in place.  
Key governmental units at the provincial level needs to be closely and properly coordinated with their relevant counterparts at 
the national level, as shown in Figure 5, below.

2.3. Institutional, Regulatory and Other Enabling Issues

Ministry of National
Development Planning

Ministry of
Agriculture

Ministry of Home Affairs

Provincial Government

Unit Multi-Stakeholder 
Provincial Jurisdictional Management

Implementation

Ministry of 
Environment & Forestry

Ministry of Finance

Directorate General of 
Climate Change

National 
Environmental 

Fund Management

Provincial 
Environmental 

Fund Management

Funding MechanismMRVPlanning

Figure 5.  Institutional arrangement for jurisdictional approach and the instutional relationship between local and national governments

This includes harmonization with the national and regional 
spatial plans and with the overall development targets.  The 
implementation process will need to be closely coordinated 
with the Ministry of Environment and Forestry as as well as 
with the Ministry of Agriculture for each of their respective 
sectoral competences.  The Ministry of Environment and 
Forestry needs to also be coordinated especially for the 
monitoring, reporting, and verification of the reduction of 
deforestation and its associated emissions.

Technical readiness for REDD+ and commodity supply chain 
sustainability certification needs to be developed especially 
at the sub-national levels.48 This includes capability to plan, 
implement, monitor, and manage the financial aspects 
of jurisdictional approach.  The capability needs to be 
developed not only of the provincial government, but also 
among the local stakeholders.
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3. Conclusion and What Lies Ahead

When structured right, jurisdictional approach is an 
attractive approach for private commercial investors to 
invest in.  Financing can be carried out as direct investment 
or through fund structure.  There are innovative ways to 
establish fund structure in the jurisdiction, including through 
establishing special jurisdictional window in existing funds.

The enabling conditions need to be strengthened.  This 
includes the regulatory instruments that appear to remain 
in need of improvements, coordination, especially among 
relevant governmental institutions in different levels, and 
technical capabilities among the involved entities especially 
in the sub-national jurisdictions.
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The Physical Science Basis, Contribution of Working Group I to the Sixth Assessment Report of the Intergovernmental 
Panel on Climate Change.  Cambridge University Press, Cambridge.

2 UNEP (United Nations Environment Program), 2021.  Emissions Gap 2021.  United Nations Environment Program, Nairobi.

3 NYDF (New York Declaration on Forests), 2017.  New York Declaration on Forests: Declaration and Action Agenda.  New York: 

4 NYDF, 2019.  Protecting and Restoring Forests: A Story of Large Commitments yet Limited Progress: Five-Year Assessment 
Report  (September 2019).

5 Ebeling, J., T. Neeff, S. Henders, C. Moore, J. Fehse, A. Sari, D. Wolfowitz, L. Peskett, and Z. Harkin, 2007.  IFCA Study 3: 
Payment Mechanisms, Distribution, and Institutional Arrangements.  Prepared for the Government of Indonesia.

6 Streck, C., 2021.  “REDD+ and leakage: debunking myths and promoting integrated solutions”, Climate Policy, pp. 1-10.

7 Duchelle, A.E., F. Seymour, M. Brockhaus, A. Angelsen, A.M. Larson, M. Moeliono, G.Y. Wong, T.T. Pham, and C. Martius, 2018. 
“Ending deforestation: A stock-take of progress and challenges.  REDD+: Lessons from national and subnational 
implementation”, Working Paper (June 2018).  World Resources Institute and Center for International Forestry 
Research, Bogor; Luttrell, C., E.O. Sills, R. Aryani, A.D. Ekaputri, and M.F. Evnike, 2018.  “Beyond opportunity costs: 
Who bears the implementation costs of reducing emissions from deforestation and degradation?”  Mitigation and 
Adaptation Strategies for Global Change 23 (2), pp. 291-310.

8 Kissinger, G., A. Brasser, and L. Gross, 2013.  Reducing Risk: Landscape Approaches to Sustainable Sourcing.  EcoAgriculture 
Partners on behalf of the Landscapes for People, Food, and Nature Initiative, Washington, DC.

9 Angelsen, A., C. Streck, L. Peskett, J. Brown, and C Luttrell, 2008.  “What is the right scale for REDD+?  National, subnational, 
and nested approaches”, CIFOR Infobrief No. 15.  Center for International Forestry Research, Bogor; Angelsen, 
A. (ed.), 2008.  Moving Ahead with REDD+: Issues, Options, and Implications.  Center for International Forestry 
Research, Bogor.

10 Sari, A., 2021 (in press).  Green Prosperity Hub: A Business Case of Consolidating Sustainability Approaches at the Jurisdictional 
Level.  Landscape Indonesia and Tropical Forest Alliance, Jakarta.

11 Pedroni, L., C. Streck, M. Estrada, and M. Dutschke, 2007.  The nested approach: A flexible mechanism to reduce emissions 
from deforestation.  Centro Agronómico Tropical de Investigación y Enseñanza (CATIE, Center for Tropical Agricultural 
Research and Higher Education), Turrialba.

12 GOI (the Government of the Republic of Indonesia), 2021.  Updated Nationally Determined Contribution Republic of Indonesia.  
Ministry of Environment and Forestry of the Republic of Indonesia, Jakarta.

13 Jong, H.N., 2021.  “Deforestation in Indonesia hits record low, but experts fear a rebound”, Mongabay (March 9, 2021).

14 ibid.

15 The Government of Indonesia (GOI), 2021.  Updated Nationally Determined Contribution Republic of Indonesia.  Kementerian 
Lingkungan Hidup dan Kehutanan Republik Indonesia, Jakarta.

15The Investment Case for Jurisdictional Approach  |



References

16 Hariandja, R., 2021.  “Indonesia Capai ‘Net Sink’ Sektor Hutan dan Lahan pada 2030?”, Mongabay Indonesia (27 Juli 2021).

17 Anandi, C.A.M., I.A.P. Resosudarmo, M Komalasari, A.D. Ekaputri, and D.Y. Intarini, 2014.  “Chapter 21: TNC’s Initiative 
within the Berau Forest Carbon Program, East Kalimantan, Indonesia”, in Sills, E.O., S.S. Atmadja, C. de Sassi, 
A.E. Duchelle, D.L. Kweka, I.A.P. Resosudarmo, and W.D. Sunderlin (eds.).  REDD+ on the ground: A case book of 
subnational initiatives across the globe.  Center for International Forestry Research, Bogor.

18 GOI (the Government of Indonesia) and GON (The Government of the Kingdom of Norway), 2010.  Letter of Intent between 
the Government of the Kingdom of Norway and the Government of the Republic of Indonesia on “Cooperation on 
reducing greenhouse gas emissions from deforestation and forest degradation” (May 26, 2010).  The Government of 
the Republic of Indonesia and the Government of the Kingdom of Norway, Jakarta and Oslo.  The LOI has recently 
been terminated.

19 Sari, A.P., 2021.  “Lessons from collapse of RI-Norway plan”, The Jakarta Post (September 16, 2021).

20 Colchester, M., E. Kleden, and D. Sukma, 2020.  “Preliminary findings from a Review of the Jusrisdictional Approach initiative 
in Seruyan, Central Kalimantan, Indonesia”, Forest Peoples Programme and Yayasan Masyarakat Kehutanan Lestari, 
Moreton-in-Marsh; Luttrell, C., H. Komarudin, M. Zrust, P. Pacheco, G. Limberg, F. Nurfatriani, L.R. Wibowo, I. Hakim, 
and R. Pirard, 2018. Implementing sustainability commitments for palm oil in Indonesia: Governance arrangements 
of sustainability initiatives involving public and private actors. Working Paper 241. Center for International Forestry 
Research, Bogor; Watts, J.D., and S. Irawan, 2016. A profile of oil palm smallholders and their challenges of 
farming independently: The case of Seruyan and Kotawaringin Barat districts in Central Kalimantan, Indonesia. 
Institut Penelitian Inovasi Bumi, Denpasar; Arief J. 2016. “SIPKEBUN supports the Indonesian government to achieve 
sustainable palm oil plantations”, Press Release, October 2016.  TFA (Tropical Forest Alliance), 2020. (https://www.
tfa2020.org/press-release- sipkebun-supports-indonesian-government-achieve-sustainable-palm-oil-plantations/); 
and INOBU, 2021. The experience from West Kotawaringin and Seruyan in the jurisdiction certification. Institut 
Penelitian Inovasi Bumi, Denpasar; Seymour, F., and L. Aurora, 2019.  Moving Forward with the Jurisdictional Approach 
in Indonesia, Update for JA Proponents, April 2019.  Tropical Forest Alliance, Geneve.

21 Shames, S., M.H. Clarvis, and G. Kissinger, 2014.  Financing Strategies for Integrated Landscape Investments: Synthesis 
Report.  EcoAgriculture Partners on behalf of the Landscapes for People, Food and Nature Initiative, Washington, DC.

22 Lingkar Temu Kabupaten Lestari (LTKL), 2019.  Concept Note: Developing Food and Agriculture in RPJMN 2020-2024 with the 
Jurisdictional Approach for Sustainability.  Lingkar Temu Kabupaten Lestari, Jakarta.

23  INOBU, 2021.  Making The Transition to Sustainable Agricultural Production: A Practical Guidebook for District Governments in 
Indonesia.  Institut Penelitian Inovasi Bumi, Denpasar; Roundtable for Sustainable Palm Oil (RSPO), 2019. Certification 
System Document for Public Consultation. Roundtable for Sustainable Palm Oil, Kuala Lumpur.

24 BPS Riau (Badan Pusat Statistik Provinsi Riau, the Riau Province Office of Statistics), 2021.  Riau Province in Numbers 2021.  
Badan Pusat Statistik, Pekanbaru.

25 ibid.

26 KLHK (Kementerian Lingkungan Hidup Indonesia, the Ministry of Environment and Forestry of the Republic of Indonesia), 2016.  
Decision of the Ministry of Forestry No. 903/MENLHK/SETJEN/PLA.2/ 12/2016 on the Regional Spatial Plan of the 
Province of Riau.

27 Provincial Government of Riau, 2021.  Regulation of the Governor of Riau No. 9/2021 on the Sustainable Green Riau 
Development 2019-2024.

16 | The Investment Case for Jurisdictional Approach



References

28 According to the Ministerial Regulation of the Ministry of Environment and Forestry No. 130/MENKLH/SETJEN/PKL.0/2/2017 
on the Establishment of the Map of the National Peatland Ecosystem Functions.

29 BPS Riau, 2020.  “Pertumbuhan Ekonomi Riau Triwulan IV 2020”, Berita Resmi Statistik.  Badan Pusat Statistik Provinsi Riau, 
Pekanbaru.

30 Osaki M., D. Nursyamsi,M. Noor, Wahyunto, H. Segah, 2016.  “Peatland in Indonesia”, in Osaki M., and N. Tsuji (eds), Tropical 
Peatland Ecosystems. Springer, Tokyo.

31 UNOPS (United Nations Office for Project Service), 2020. Restoring Indonesia Peatlands, Protecting Our Planet.  United Nations 
Office for Project Service, New York.

32 Ditjenbun (Direktorat Jenderal Perkebunan Kementerian Pertanian Republik Indonesia, Directorate General of Plantations and 
Estate Crops of the Ministry of Agriculture of the Republic Indonesia), 2021.  Statistics of National Leading Estate 
Crops Commodity.  The Ministry of Agriculture, Jakarta.

33 Baker J.Jaringan Korupso di Sektor Kehutanan Indonesia, Politik dan pulp di Pelalawan, Riau, U4 Issue 2020:13. U4 Anti-
Corruption Resource Center.

34 Global Forest Watch, https://www.globalforestwatch.org (accessed on September 12, 2021).

35 World Bank (International Bank for Reconstruction and Development), 2016. The Cost of Fire An Economic Analysis of 
Indonesia’s 2015 Fire Crisis.  The World Bank, Jakarta.

36 Provincial Government of Riau, 2021, op cit.

37 Ibid.

38 Bappenas (The Ministry of the National Development Planning of the Republic of Indonesia).  Press Release, “Bali dan 
Riau Dukung Pembangunan Rendah Karbon Melalui Penandatanganan Nota Kesepahaman”, https://lcdi-indonesia.
id/2020/01/14/ (accessed on September 19,2021).

39 Jaenicke, J., H. Woesten, A. Budiman, and F. Siegert., 2010.  “Planning Hydro-logical Restorations of Peatlands in Indonesia 
to Mitigate Carbon Dioxide Emissions”, Mitigation and Adaptation Strategy for Global Change 15 (3), pp. 223-239.

40 Sola, A., and R. Butler, 2021.  “Government, companies pledge $1 billion for tropical forests”, Mongabay (April 23, 2021).

41 Hansson, A., and Dargusch, P., 2018.  “An Estimate of the Financial Cost of Peatland Restoration in Indonesia”, Case Studies 
in the Environment (January 2018).

42 Kissinger, G., A. Brasser, and L. Gross, 2013.  Reducing Risk: Landscape Approaches to Sustainable Sourcing.  EcoAgriculture 
Partners on behalf of the Landscapes for People, Food, and Nature Initiative, Washington, DC.

43 Ebeling, J., T. Neeff, S. henders, C. Moore, J. Fehse, A. Sari, D. Wolfowitz, L. Peskett, and Z. Harkin, 2007.  IFCA Study 3: 
Payment Mechanisms, Distribution, and Institutional Arrangements.  Prepared for the Government of Indonesia.

44 Kissinger et al., 2013, op cit.

45 Setyorini, V.P., “Dana-dana pengendalian perubahan iklim Indonesia”, Antara Jambi (August 28, 2020).

46 Blended Finance Taskforce, 2018.  Better Finance Better World: Consultation Paper of the Blended Finance Taskforce.  Business 
and Sustainable Development Commission and SystemIQ, London.

47 Putra R.A.S., S. Muluk, R. Salam, B. Untung, and E. Rahman, 2019. “Mengenalkan Skema Insentif Fiskal Berbasis Ekologi di 
Indonesia: TAKE, TAPE dan TANE” The Asia Foundation, UK-Aid, Jakarta.

48 Minang, P.A., M. Van Noordwijk, L.A. Duguma, D. Alemagi, T.H. Do, F. Bernard, and B. Leimona, 2014.  “REDD+ readiness 
progress across countries: Time for reconsideration”, Climate Policy 14 (6), pp. 685–708.

17The Investment Case for Jurisdictional Approach  |



Contact

The Tropical Forest Alliance

TFA is a global multistakeholder partnership platform initiated 
to support the implementation of private-sector commitments 
as well as to amplify demand-side engagement in major 
economies towards the transition to reduced deforestation 
commodity supply chains. Hosted by the World Economic 
Forum, TFA partners with 170+ organizations – companies, 
government entities, civil society, indigenous peoples, local 
communities and international agencies. TFA operates regional 
platforms in Latin America, West and Central Africa, China, and  
Southeast Asia.
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