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Abstract 

Carbon tax is new matter for company in Indonesia nowadays. The tax that charges for carbon is 

embodiment of constitution commitment. Indonesia government make a promise that written in 

Indonesia Constitution, which is the promise is to provide all of Indonesian People and give 

everyone healthy living environment. This promise has evolved into a carbon tax which is expected 

to curb corporate carbon spreading. This study will be based on Indonesia law Number 7 of 2021 

on the Harmonization of Tax Regulation and Presidential Regulation Number 98 of 2021 on the 

Implementation of Carbon Value. 
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INTRODUCTION 

Carbon is the largest contributor of global warming. Based on the annual report 

from NOAA’s Global Monitoring Lab, global average atmospheric carbon dioxide was 

417.06 parts per million (“ppm” for short) in 2022, setting a new record high. The increase 

between 2021 and 2022 was 2.13 ppm – year in a row where the amount of carbon dioxide 

in the atmosphere increased by more than 2 ppm. At Mauna Loa Observatory in 

Hawaii, where the modern carbon dioxide record began 1958, The annual average carbon 

dioxide in 2022 was 418.56. Carbon dioxide concentrations are rising mostly because of 

the fossil fuels that people are burning for energy. Fossil fuels like coal and oil contain 

carbon that plants pulled out of the atmosphere through photosynthesis over many millions 

of years; we are returning that carbon to the atmosphere in just a few hundred. Since the 

middle of the 20th century, annual emissions from burning fossil fuels have increased 

every decade, from close to 11 billion tons of carbon dioxide per year in the 1960s to an 

estimated 36.6 billion tons in 2022 according to the Global Carbon Budget 2022. Carbon 

cycle experts estimate that natural “sinks”—processes that remove carbon from the 

atmosphere—on land and in the ocean absorbed the equivalent of about half of the carbon 

dioxide we emitted each year in the 2011-2020 decade. Because we put more carbon 

dioxide into the atmosphere than natural sinks can remove, the total amount of carbon 

dioxide in the atmosphere increases every year. Therefore, we need the government to 

handle the increases of carbon dioxide as precision and quickly as possible.  

 Government is smartly enacting regulation such as taxing the carbon dioxide 

to reduce the amount of carbon dioxide produced by companies. This step or this move are 

alternative to eradication of so many carbon-providing companies. The eradication of 

carbon-intensive companies cannot be punished immediately, but requires smart ways to 

reduce it. All of these make an impact to companies’ finance. So that to see the impact, 

further research is needed by reviewing related sources which will be presented in the 

following section research method and section result and discussion.    
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Objectives. 

1. To find out whether a carbon tax improves corporate finances. 

2. Determine the effect of carbon tax on company operational costs. 

3. To find out the effect of carbon tax on the price of a company's products/services 

 

LITERATURE REVIEWS 

Taxes 

Taxes are mandatory financial contributions imposed by government on individuals, 

businesses or other entities to fund public expenditures and services. Taxes play a crucial 

role in supporting government activities, such as infrastructure development, public 

education, healthcare, defense and various social programs. Here are some key aspects of 

taxes: 

 

1. Types of Taxes 

a) Income Tax: a tax levied on individuals and businesses based on their earnings. 

b) Corporate Tax: taxes imposed on the profits of corporations. 

c) Sales Tax: a consumption tax levied on the sale 

d) Property Tax: Taxes on the value of real estate or personal property. 

e) Excise Tax: Applied to specific goods like alcohol, tobacco, and gasoline. 

f) Payroll Tax: Collected from employees and employers to fund social security and 

Medicare. 

g) Custom Duties: Taxes on imports and exports. 

 

2. Taxation Process 

a) Filling: Individuals and businesses are required to report their income and relevant 

financial information to tax authorities. 

b) Calculating: The tax owed is calculated based on the applicable tax rates and 

deductions. 

c) Payment: Taxes are paid to the government according to the established schedule. 

 

 

3. Tax Authorities 

a) State: country have its own tax system and revenue agency 

b) Local: Some taxes are collected at the local level, such as property taxes, retribution 

taxes and another taxes. 
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4. Tax Deduction and Credits 

a) Deduction: Allowable expenses that can be subtracted from taxable income. 

b) Credits: Direct reductions in the amount of tax owed. 

 

5. Tax Planning 

a) Legal Strategies: Individuals and businesses may employ legal methods to minimize 

their tax liabilities. 

b) Financial Planning: Structuring finances to optimize tax outcomes. 

 

6. Tax Compliance 

a) Penalties: Failure to comply with tax laws can result in fines, penalties or legal 

consequences. 

b) Audits: Tax authorities may conduct audits to ensure compliance. 

 

7. Tax Reform 

Governments may periodically review and reform tax systems to address economic 

changes, promote fairness, or stimulate growth. 
  

 
Corporate Financial 

Corporate finance is a field of finance that deals with the financial decisions made by 

corporations and the tools and analysis used to make these decisions. The primary goal of 

corporate finance is to maximize shareholder value while managing the firm's financial 

risks. 

Here are key aspects of corporate finance: 

 

1. Capital Budgeting 

Involves decisions about which investment projects a company should undertake. 

Evaluates the potential returns and risks associated with various projects. 

 

2. Capital Structure 

Refers to the mix of debt and equity used to finance a company's operations and 

investments. Balancing the cost of debt against the benefits of financial leverage. 

 

3. Working Capital Management 

Involves managing a company's short-term assets and liabilities. Aims to ensure the 

company has enough liquidity to meet its short-term obligations. 

 

4. Dividend Policy 

 Involves decisions on whether to distribute profits to shareholders in the form of 

dividends or retain earnings for reinvestment. Balancing the interests of shareholders 

with the need for retained earnings. 
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5. Risk Management 

Involves identifying and managing financial risks, such as interest rate risk, currency 

risk, and commodity price risk. Utilizes various financial instruments and strategies to 

hedge against risks. 

 

6. Financial Planning and Analysis (FP&A) 

Involves forecasting and planning for a company's financial future. Budgeting, financial 

modeling, and scenario analysis are common tools in FP&A. 

 

7. Corporate Governance 

Encompasses the structures and processes used to direct and manage a company 

Involves the relationship between a company's management, its board of directors, and 

its shareholders. 

 

8. Mergers and Acquisitions (M&A) 

Involves the buying, selling, and combining of companies. Evaluating potential targets, 

negotiating deals, and integrating acquired businesses. 

 

9. Financial Reporting and Analysis 

Involves the preparation and analysis of financial statements. Communicates a 

company's financial performance to stakeholders. 

 

10. Financial Markets 

Involves interactions with capital markets to raise funds through debt or equity issuance. 

Understanding market conditions and investor sentiments. 

  

Carbon Tax 

A carbon tax is a form of environmental tax imposed on the carbon content of fuels. Its 

primary purpose is to reduce greenhouse gas emissions, particularly carbon dioxide (CO2), 

as part of efforts to mitigate climate change. The concept behind a carbon tax is to 

internalize the social cost of carbon emissions into the price of fossil fuels, encouraging 

businesses and individuals to reduce their carbon footprint. Here are some key features and 

considerations related to carbon taxes: 

 

1. Tax on Carbon Emissions 

A carbon tax is typically levied on the amount of carbon dioxide (or its equivalent in other 

greenhouse gases) emitted when using fossil fuels. It is measured in terms of a certain 

amount of tax per unit of carbon content or per unit of energy produced. 

 

2. Pricing Mechanism 

The tax is designed to create a financial incentive for businesses and individuals to reduce 

their carbon emissions. By increasing the cost of fossil fuels, it encourages the use of cleaner 

energy sources and promotes energy efficiency.  
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2. Revenue Generation 

Governments can use the revenue generated from carbon taxes for various purposes, 

such as funding renewable energy projects, supporting energy efficiency initiatives, or 

offsetting other taxes. 

 
Emission Reduction Goals 

Carbon taxes are often implemented as part of a broader strategy to meet national or 

international emission reduction targets. They provide a market-based approach to achieving 

environmental goals. 

 
Impact on Businesses and Consumers 

Businesses that rely heavily on fossil fuels may face increased production costs due to 

the carbon tax. Consumers may experience higher prices for goods and services that are 

energy-intensive. 

 
Progressivity and Social Equity 

Concerns about the regressive nature of carbon taxes, where lower-income individuals 

may be disproportionately affected, have led some policymakers to explore ways to address 

social equity issues. This can include mechanisms to redistribute revenues or provide 

targeted assistance. 

 
International Cooperation 

Carbon taxes can be more effective if implemented globally or regionally to prevent 

businesses from relocating to areas with lower or no carbon pricing. 

 
Challenges and Opposition 

Carbon taxes may face opposition from industries that rely heavily on fossil fuels.Some 

argue that carbon taxes may not be sufficient on their own and that complementary policies, 

such as regulations and subsidies for renewable energy, are needed. 
  

METHODS 

The method used in this research is library data collection or secondary sources. This 
method aims to assess, identify and interpret all findings in a research topic. In conducting 

research, a systematic literature review method is carried out by following stages that enable 

the literature review process to avoid subjective understanding. The stages in this systematic 

review include data search. To support the research process, data searches were carried out 

via websites, Google Books, Google Scholar, and related journals based on topics and 

subtopics. Because this writing is a systematic literature review, the material or data used is 

dominated by secondary data in the form of books that can be accessed via internet 

networks, journals or previous research, as well as other supporting articles. Furthermore, 

the research results are not in numerical form, but descriptive sentences which are arranged 

systematically so that they are easy to understand, so this writing specification is called 

qualitative descriptive. 
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RESULTS AND DISCUSSION 

Based on the search results for articles that are relevant to the research theme, they are 
then collected and filtered to see whether the research is the same or not. The research data 

was then analyzed and a summary of the documented articles was created. The results of the 

data analysis can be seen in the following table. 

 

Researcher and Year Journal Name Research result 

Intan Pandini & 
Hwiahanus (2023) 

Jurnal Ekonomi, Akuntansi dan 
Manajemen 

The existence of a carbon tax 

can affect business continuity 

and ticket prices on airlines. 

Sales of airline tickets or 

company products are 

increasing as the carbon tax is 

implemented. 

Alikhan Salim & 

Mahfud Sidiq (2022) 

Jurnal Akuntansi Keuangan 

dan Perbankan 

The impact of the carbon tax 

on business includes the 

relocation of many aluminum, 

steel and nickel smelters to 

countries that have not 

implemented a carbon tax, as 

well as changing commodity 

prices due to the carbon tax, 

making business actors 

substitute minerals that 

produce high carbon with low 

ones. 

Devita Kusumawati & 

Etty Murwaningsari 
(2023) 

Jurnal Ekonomi Trisakti 

The implementation of green 

accounting has a negative 

effect on company 

performance. Environmental 

costs incurred by companies 

are still considered current 

expenses which reduce the 

company's net profit. Carbon 

performance has a negative 

effect on company 

performance 

Cholida & Warsito 

Kawedar (2020) 

Diponegoro Journal of 

Accounting 

Financial performance is 

responsive to carbon emissions 

disclosure but has a negative 

influence. 

  

CLOSING 

Conclusion 

Based on the results of the analysis carried out by researchers, it can be concluded 

that the current implementation of the carbon tax is likely to have an unfavorable impact on 

companies from a financial perspective. The financial burden borne by the company is 

increasing so that the company's sales price is also increasing. This can cause a decrease in 

sales. As a result, the company's income decreased.  

378 

https://unefaconference.org/


IMPACT OF CARBON TAXES ON COMPANY FINANCE 

Euriver Zega, Merniwati Waruwu, Ningsih 

UNEFA CONFERENCE 

https://unefaconference.org/ 
7 

 

 

 
Suggestions and Acknowledgments 

For Indonesia's current condition, there is still a need to review the implementation of 

the carbon tax. The government should consider carbon tax rates based on company sectors. 

And in its implementation, companies must be wise in complying with the carbon tax in 

order to avoid losses. 

Government and companies must have one vision, namely generating income in a way 

that is friendly to the environment. If the government and companies have the same goals, 

then in implementing this carbon tax no party will be disadvantaged. 

In future research, researchers are expected to be able to review more literature and 

focus on one type of business sector in a country. Researchers can explore the impact of 

carbon taxes on finances and also on the environment. 
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