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ABSTRACT

Indonesia relies on taxation for nearly 80% of its national budget, creating structural vulnerability and burdening lower-income citizens. Purpose: This
paper proposes an alternative fiscal framework that reduces dependency on taxes by monetizing free natural resources and integrating waste-to-value
strategies. Methods: A qualitative approach is employed, combining literature review, international benchmarking, and policy analysis to identify potential
revenue streams equivalent to current tax contributions. Results: The analysis highlights eight key non-tax revenue sources, including maritime routes,
airspace, renewable energy, biodiversity, waste management, tourism, data spectrum, and state land. Together, these sources could generate up to IDR
2,000 trillion annually, offsetting tax revenues. Implications: The study suggests that Indonesia could transition toward a tax-free fiscal system while
simultaneously promoting environmental sustainability, economic sovereignty, and social equity. Implementation requires transparent governance, robust

regulation, and long-term political commitment.
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Introduction

Indonesia’s fiscal system remains heavily dependent on taxation,
with tax revenues contributing around 80% of the national budget
(Kementerian Keuangan, 2023). This over-reliance creates
economic and political vulnerabilities, particularly during global
downturns. The current structure also places a disproportionate
burden on lower-income groups while limiting fiscal flexibility.
Consequently, there is growing interest in alternative models
of national financing that reduce dependence on taxation while
maintaining economic stability.

Globally, several countries have adopted innovative fiscal
models. Norway established a Sovereign Wealth Fund from oil
surpluses to sustain long-term financing [1]. The United Arab
Emirates leveraged oil revenues and maritime logistics services,
while Singapore monetized airspace and data services. These
cases demonstrate the feasibility of reducing tax reliance through
alternative revenue streams. This paper explores Indonesia’s

potential to implement a tax-free model by optimizing its natural
endowments and waste management systems [2].

Methods

This study employs a qualitative research design, combining
systematic literature review, international policy benchmarking,
and comparative case studies. Primary data sources include
reports from the Ministry of Finance, the Ministry of
Environment and Forestry, the International Energy Agency
(IEA), the International Civil Aviation Organization (ICAO),
and peer-reviewed academic journals.

The research identifies free resources that Indonesia can
monetize, including maritime routes, airspace, renewable
energy, biodiversity, waste, tourism, data spectrum, and land
assets. The circular economy framework is applied to assess how
waste can be converted into economic value, addressing both
fiscal and environmental objectives [15]. Comparative analysis
is conducted against countries with diversified fiscal models to
ensure applicability to Indonesia’s context.
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Results

The findings highlight eight major non-tax revenue streams:

e Maritime Routes (ALKI): Indonesia’s sea lanes can
generate revenue from transit fees, pilotage, and logistics
services, similar to the Suez and Panama Canals [2].

e Airspace: Expanded overflight and navigation services
could multiply current revenues with upgraded ATC and
satellite systems [4].

*  Renewable Energy: Solar, wind, and geothermal resources
can reduce fossil dependency and support energy exports
[5]-

e Biodiversity and Forests: Carbon credits, eco-tourism, and
pharmaceutical licensing from tropical biodiversity present
high-value opportunities [6].

*  Waste-to-Value: With 7.8 million tons of annual plastic
waste, Indonesia could benefit from waste-to-energy plants
and large-scale recycling [3].

e Halal Tourism: Premium eco-tourism and cultural events
can replicate success cases like Raja Ampat and Komodo
National Park [7].

e Data Spectrum and Satellites: Spectrum auctions and
satellite leasing represent untapped assets in the digital
economy [8].

e Islands and Land: Leasing underutilized islands and
applying land-value capture mechanisms can create
sustainable income [1].

Revenue Potential Analysis

Based on the 2024 state budget, Indonesia’s tax revenue target
is IDR 1,989.95 trillion, while total state revenue is projected
at IDR 2,802 trillion (Kementerian Keuangan, 2023). Table 1
presents the comparison between potential non-tax revenues and
current tax revenues.

Table 1: Comparison of Tax Revenues and Alternative Non-
Tax Revenues (Trillion IDR/year)

Source of Estimated Reference Basis
Alternative Revenue Value
Maritime Routes 300 — 400 Bateman & Bergin
(ALKI) (2018)
Airspace Fees 50— 100 ICAO (2021)
Renewable Energy 400 — 500 IEA (2022)
Exports
Carbon Credits & 200 - 300 Busch et al. (2019)
Biodiversity
Waste-to-Energy & 100 — 150 Jambeck et al. (2015)
Recycling
Premium 300 —400 UNWTO (2020)
Tourism
Data Spectrum & 100 — 200 ITU (2019)
Satellites
Leasing Islands & 200 - 300 Clark et al. (2018)
Land Value
Total Potential 1,650 — 2,350 | Comparable to tax

target (Kemenkeu,
2023)

These estimates suggest that Indonesia could replace its current
tax revenues almost entirely by optimizing natural endowments
and waste-based value creation, while simultaneously promoting
environmental sustainability.

Discussion

The results indicate that Indonesia possesses significant
opportunities to replace tax revenues with non-tax revenues.
Maritime and airspace fees alone could provide a steady inflow,
while renewable energy exports and carbon credits align with
global sustainability commitments. Waste management, often
seen as a liability, could become a major economic driver
within a circular economy framework [3]. Tourism and cultural
heritage further complement these strategies by diversifying
income sources.

From a fiscal feasibility perspective, the potential alternative
revenues of IDR 1,650-2,350 trillion are comparable to the 2024
tax target of IDR 1,989 trillion [9]. This suggests that a transition
toward a tax-free model is theoretically possible, provided
that governance reforms and efficient asset management are
implemented. The existence of such alternative streams could
reduce Indonesia’s vulnerability to global recessions that
typically depress tax collections.

In terms of environmental sustainability, revenue from carbon
credits, renewable energy exports, and waste-to-value systems
does not only generate fiscal resources but also addresses pressing
ecological challenges. For instance, large-scale plastic waste
management could reduce marine pollution while producing
energy [3]. Similarly, forest conservation incentivized through
biodiversity markets could protect Indonesia’s role as a global
carbon sink [6]. Thus, fiscal reform aligns closely with global
environmental agendas.

Economic resilience is another major implication. Revenues
derived from maritime routes and airspace fees are relatively
stable, akin to Panama and Singapore’s experiences. Such
diversification strengthens Indonesia’s fiscal sovereignty and
reduces over-reliance on volatile tax revenues. Establishing a
Sovereign Wealth Fund could further stabilize these earnings
and guarantee intergenerational equity [1].

Nonetheless, challenges to implementation remain significant.
Realizing maritime and airspace potentials requires massive
infrastructure investments, such as modernization of Air Traffic
Control and port logistics systems [4]. Governance risks,
including corruption and regulatory gaps, could undermine
credibility. Political resistance may also arise since taxation
provides governments with direct fiscal control. Therefore,
transparent institutions and robust legal frameworks will be
critical.

Socially, a reduction or removal of taxation could improve
citizens’ disposable income and purchasing power, potentially
reducing inequality. However, taxation also serves redistributive
functions. Without careful design, a tax-free model could widen
disparities if non-tax revenues are not equitably allocated.
Consequently, fiscal redistribution mechanisms financed by
these alternative revenues must be built into the system to ensure
inclusivity and fairness.
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Estimated Initial Investment Requirements

Transitioning to a tax-free fiscal system in Indonesia requires
substantial upfront capital to develop infrastructure across key
sectors. Modernization of maritime routes and ports is projected
at USD 30-40 billion (IDR 450-600 trillion), while upgrading
airspace and navigation infrastructure would require USD 5-10
billion (IDR 75-150 trillion) (ICAO, 2021). Renewable energy
expansion, targeting 50 GW capacity by 2030, is estimated at
USD 50 billion (IDR 750 trillion) (IEA, 2022). Waste-to-energy
and recycling facilities would add another USD 10-15 billion
(IDR 150-225 trillion) [3].

Investment in carbon credit systems and forest protection could
demand USD 3-5 billion (IDR 45-75 trillion), while premium
tourism infrastructure requires USD 20-25 billion (IDR 300-
375 trillion) (UNWTO, 2020). Data spectrum development
and satellite launches are projected at USD 812 billion (IDR
120-180 trillion) (ITU, 2019). Infrastructure for island leasing
and land value capture adds USD 10-15 billion (IDR 150-225
trillion).

Overall, the initial investment is estimated at USD 136-172
billion, equivalent to IDR 2,040-2,580 trillion, or roughly 1-1.3
times Indonesia’s annual state budget (Kementerian Keuangan,
2023). With projected non-tax revenues of IDR 1,650-2,350
trillion annually, the return on investment could be achieved
within 5-7 years, making the tax-free model both economically
and fiscally feasible.

Conclusion

Indonesia has the potential to transition into a tax-free fiscal
system by leveraging its free natural resources and implementing
clean waste management practices. Such a model could replace
the current tax revenue base while addressing environmental
challenges, enhancing economic sovereignty, and promoting
social equity. The proposed framework emphasizes transparent
governance, robust regulations, and long-term political vision as
keys to success.
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