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Abstract

This study aims to investigate the impact of social distancing policies on SMEs in
Indonesia. It used a quantitative method with a survey design. Respondents were all
SMEs in Indonesia that are affected by social distancing policies during the COVID-19
pandemic. It involved a total of 587 SME samples selected randomly. The data were
collected through observations, questionnaires, and literature studies. The collected
data were analyzed using descriptive statistics with SPSS software to determine the
mean value. The result showed that social distancing policies affect SMEs during the
COVID-19 pandemic. This is indicated by the decreasing income and demand for
SMEs products, and even some have no income (mean values of 2.40) due to the social
distancing policies. Besides, the policy’s impact is also shown in the increasing cost
of raw materials and production costs due to supply chain problems (mean values of
4.79). The policy’s impact raises anxiety for SMEs to survive so that business actors
change their plans by utilizing information technology (mean values of 4.81). This
change is a strategy to survive due to the impact of the applied policies. Although social
distancing policies affect SMEs’ survival during the pandemic, research findings show
that SMEs in Indonesia did not terminate employment (mean values of 4.37) due to
the presence of economic stimulus policies that helped SMEs survive and grow during
the COVID-19 pandemic.

Keywords COVID-19, economic impacts, decreased income,
supply chain, pandemic
JEL Classification 126, M21

INTRODUCTION

COVID-19 is a pandemic causing a global health emergency. This pan-
demic does affect not only health but also the global economy, includ-
ing in Indonesia. The COVID-19 pandemic is extremely dangerous
because of its quick transmission from person to person and causing
death. Thus, it forces many countries to implement control policies.
Control policies cover contact tracing, isolation, quarantine, social
distancing, community detention, work from home, and large-scale
social restrictions. This study focuses on the social distancing policy
in which its implementation affects the survival of small and medi-
um-sized enterprises (SMEs). The social distancing policy is one of
the recommended policies by the World Health Organization (WHO)
to stop the transmission of this virus, and it has been applied in some
countries. The social distancing policy requires the public to maintain
distance and reduce activity in public places to stop the virus’s spread.

Indeed, a long time ago, other viruses such as H5N1 and influenza
virus have spread globally. Previous research has examined the virus
control in various countries. During the H5N1 virus, most Southeast
Asia countries implemented mass detention policy to reduce the spread
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of the virus (Ferguson et al., 2005, 2006). It indicates that the implementation of social distancing policy
is crucial to cut down the spread of deadly virus transmitted from human to human, such as COVID-19.
Previous research found that some countries applied similar mass detention policies to stop the spread
of the virus. During the current pandemic, many countries have also implemented the detention policy,
such as social distancing policy. The H5N1 virus occurred in various countries, but it differs from the
COVID-19, which spreads quickly throughout the world. The influenza virus did not spread throughout
the world and did not significantly affect the global economy. However, the COVID-19 virus greatly af-
fects the global economy. This condition requires many countries to implement social distancing policy
affecting SMEs.

The implementation of social distancing policy causes economic gaps. A previous study found that the
social distancing policy was causing social-economic burdens (Baum, Jacobson, & Goold, 2009). In
Indonesia, the impact of the COVID-19 pandemic on the economy is more severe than the previous
economic in 1997-1998, which stop the economic activity as a great number of companies closed down
the business resulting in extremely high unemployment. This study distinguishes the influenza virus
and the 1997-1998 economic crisis in Indonesia. The previous study has not shown a massive impact as
COVID-19 pandemic, so the current study is crucial as the pandemic has wider impacts. Not all coun-
tries are affected by the influenza virus, and only some countries that applied social distancing policy.
Therefore, the economic activity, including exports, still runs, but in this current pandemic, almost all
countries have implemented this policy, and it has stopped the economic activity, including export.

Meanwhile, the previous economic crisis only affected big business in which SMEs could still actively
run its export activities and support the Indonesian economy. However, the current pandemic affected
wider sectors, including SMEs. In 1998, SMEs became the savior of the Indonesian economy. When
many large businesses and banks collapsed, SMEs’ exports increased by 350% (Santia, 2020). On the
other hand, the current pandemic has greatly affected SMEs requiring the government to establish an
economic stimulus policy to save SMEs.

The explanation above shows that this study is crucial because it is new and different from the previous
studies. It aims to identify the impact of social distancing policy on SMEs in Indonesia. This study is
expected to contribute to economic growth, especially for SMEs, there is another pandemic requiring
social distancing policy in the future.

1. LITERATURE REVIEW

most vulnerable sectors affected by this pandem-
ic is small and medium-sized enterprises (SMEs)

The global COVID-19 (coronavirus disease) greatly
affects the economic conditions as the government
does not respond it well (Gustavsson & Larsson,
2020; Wang, Hong, Li, & Gao, 2020; Zachariadis,
Ozcan, & Dingkol, 2020). This global pandemic
has caused an economic crisis and stopped trad-
ing activities (Javed & Ayaz, 2020; Yi, 2020) due to
the lockdown policy. The implemented lockdown
policy aims to stop the transmission of the virus;
meanwhile, it highly affects economic activity and
employment (Brussevich, Dabla-Norris, & Khalid,
2020a; Brussevich, Dabla-Norris, & Khalid, 2020Db).

The COVID-19 pandemic affects all sectors of the
economy (Omar, Ishak, & Jusoh, 2020). One of the
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(Javed & Ayaz,2020; Winarsih, Indriastuti, & Fuad,
2020). Globally and nationally, the COVID-19
pandemic threatens SMEs’ survival (Gustavsson &
Larsson, 2020). This situation is influenced by gov-
ernment policies, such as social distancing (Barrot
et al., 2020), isolation, household quarantine, clo-
sure of schools or workplaces, travel restrictions
(Ferguson et al., 2006), and stay home.

The new severe acute respiratory syndrome
Coronavirus 2 (SARS-CoV-2) was found in
December 2019 in Wuhan City, Hubei Province,
China. It spread throughout China and then on
February 12, 2020, the World Health Organization
officially called it coronavirus disease 2019

493



Problems and Perspectives in Management, Volume 18, Issue 3, 2020

(COVID-19) (Huang et al., 2020; Zu et al., 2020) as
it has become a pandemic and a global health is-
sue (Clerkin et al., 2020). COVID-19 spreads from
person to person through respiratory droplets and
direct contact (Huang et al., 2020; World Health
Organization, 2020). In many countries, the con-
trol of the transmission of COVID-19 used the
same measures such as contact tracing, isolation,
quarantine, social distancing, community de-
tention (Wilder-Smith & Freedman, 2020), work
from home (Brynjolfsson et al., 2020), and Large-
Scale Social Restriction (PSBB) policy in Jakarta,
Indonesia (Syafri, Sangadji, & Utami, 2020).

Reducing activities that gather many people or re-
ducing social contact is the only strategy to prevent
the transmission of COVID-19 that does not in-
volve pharmacy (Lewnard & Lo, 2020). Reducing
public activities and social contact is a social dis-
tancing step. Social distancing is an effective con-
trol measure in managing the pandemic (R. Glass,
L. Glass, Beyeler, & Min, 2006). Social distanc-
ing includes the closure of schools, work from
home, and quarantine (Imai et al., 2020). School
closure is the first way to respond to a pandemic
(Cauchemez et al., 2009). The key to social distanc-
ing is to do self-isolation and seek remote medical
advice unless the symptoms are severe (Anderson,
Heesterbeek, Klinkenberg, & Hollingsworth,
2020). Self-isolation means withdrawing from the
crowd and learning things that can benefit your-
self to avoid the virus’s spread and transmission.

Besides affecting health, COVID-19 also has a ma-
jor impact on the economy, employment, and pub-
lic welfare (Bartik et al., 2020b; Nyanga & Zirima,
2020; OECD, 2020a). The impact on the global
economy is significant (Papadopoulos, Baltas, &
Balta, 2020). Many countries have implemented
measures to control COVID-19 through isolation,
quarantine, social distancing, community deten-
tion, work from home (WFH), and large-scale
social restrictions, which are specifically applied
in Indonesia. Those policies have affected SMEs
in various countries, including Indonesia, due
to their limited assets, low capital reserves, and
low productivity compared to large companies.
Therefore, it threatens the sustainability of SMEs.

The social distancing policy was implement-
ed because due to health care crisis caused by
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COVID-19 (Farboodi, Jarosch, & Shimer, 2020).
Prevention of COVID-19 transmission causes eco-
nomic and health problems (Jones, Philippon, &
Venkateswaran, 2020). It requires the government
to take action as the policy might affect the eco-
nomic condition. This policy’s implementation is
very important because the vaccine has not been
found yet (Weill, Stigler, Deschenes, & Springborn,
2020). All implemented policies to prevent
COVID-19 transmission throughout 2020 aim to
reduce death rates, but they impact the economy.

Concerning the economy, the implementation of
social distancing has made SMEs’ sales declined
due to the prohibition of activities in public places.
However, it is believed that SMEs can be successful
during a pandemic if they comply with health pro-
tocols (Saidu & Aifuwa, 2020). Social distancing is
practiced by changing behavior and reducing di-
rect contact activities to reduce virus transmission
(Reluga, 2010). Social distancing is an important
element in preventing humans from the transmis-
sion of viruses. Further, social distancing is ap-
plied to carry out mitigation during a pandemic
(Ahmed, Zviedrite, & Uzicanin, 2018). Mitigation
measures through social distancing are one of the
measures outside medical or non-pharmaceutical
that can prevent transmission of the virus.

COVID-19 has affected all aspects, but there is a
greater concern about implementing social lock-
downs or social distancing that affects SMEs
(Thorgren & Williams, 2020). Moreover, SMEs
greatly influence and become an important meas-
ure for the world economy. During the crisis, SMEs
become very vulnerable, especially in terms of fi-
nancial perspective (Doshi, Kumar, & Yerramilli,
2017; Herbane, 2010). In Indonesia, the govern-
ment has tried to reduce the socio-economic im-
pact of COVID-19 by restructuring SMEs’ loan
policy, assistance for poor and vulnerable house-
holds, and tax and credit incentives for business
(OECD, 2020Db).

The implementation of this policy is expected to
provide a positive impact on SMEs in Indonesia.
The poor condition of SMEs in Indonesia affected
by the COVID-19 pandemic has led the research-
er to conduct this study. This poor condition is
caused by a government-controlled policy result-
ing in gaps in the field, in which many SMEs op-
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SMEs

COVID-19 pandemic

SMEs have paralysis

Positive impacts
1. 90% increases in sales of health

products.

2. Increases in sales of food products
(350% staple foods, 200% herbal
foods).

3. Information and communication
technology devices reaches USD
130 billion.

4. SMEs can replace the position of
imported products, for example
vegetables, fruits, and spare parts
raw materials which are disrupted.

pwNE

(WFH).

Government’s responses
to COVID-19 pandemic
through control policy

Self-isolation.

Social distancing.

Physical distancing.

Work from home

5. Llarge-scale social
restriction (PSBB).

GAP

Source: Fadila (2020)

Government policy strategies

1. Restructuring and delaying
payments for SMEs credits.

2. Including SMEs and cooperatives
as the beneficiaries of
government assistance (pre-

employment cards, deduction of \

Negative impacts
1. Routine expenditures (rent, salary,
installments, and loan interest).
2. Decreasing demand.
3. Decreasing income or even no
income.

Government contributions and

electricity cost, and Program
Keluarga Harapan).

3. Taxabolition for SMEs for 6
months.

4.  Supporting SMEs to operate
normally using the health
protocol in new normal.

solutions

Figure 1. Theoretical framework

erate non-optimally and are required to strictly
apply the COVID-19 protocol. It has significantly
decreased the demand for SMEs’ products. Thus,
the government needs to issue policies to support
SMEs in Indonesia to take roles in the domestic
sector due to no export activity (see Figure 1).

2. METHODS

This study used a quantitative method with a
survey design. This study conducted a survey on
SMEs in Indonesia regarding the implementa-
tion of social distancing policies. The data were
collected through observations, questionnaires,
and literature studies. The samples were SMEs
in Indonesia affected by social distancing poli-
cies during the COVID-19 pandemic, and these
samples were randomly selected. It means that all

http://dx.doi.org/10.21511/ppm.18(3).2020.40

SMEs affected by COVID-19 have the opportuni-
ty to be involved as research samples. It involved
a total of 587 respondents of SMEs in Indonesia.
The characteristics of the respondents are formu-
lated based on the result of the questionnaire. The
characteristics cover gender, type of business, and
business category owned by the respondent.

The data were analyzed using descriptive statistics
with SPSS software. Descriptive statistics data de-
scribe the research sample summarized in num-
bers in a valid and meaningful way (Mishra et al.,
2019; Thompson, 2009), and the information is
presented in the simplest possible way (Mishra et
al., 2019). This study focused on measures of cen-
tral tendency using mean values. The mean value
was generated from subtracting the highest value
with the lowest value from the Likert scale and
then divided by the number of interval classes.
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Figure 2. Characteristics of respondents

The mean value is categorized into very high (4.20-
5.00), high (3.40-4.19), moderate (2.60-3.39), low
(1.80-2.59), and very low (1.00-1.79). This inter-
pretation results are the basis for determining the
meaning of each question item in the discussion.

3. RESULTS

The result of this study presents the findings and
elaboration of descriptive statistical results and
government policies on SMEs’ sustainability.

3.1. Descriptive statistics results

Descriptive statistics used in this study is a central
tendency in the form of mean values. The result
of statistical tests for each question given to the
respondent can be seen in Table 1.

The descriptive statistics analysis results showed that

the COVID-19 pandemic has greatly affected SMEs,
especially due to the implementation of social dis-
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tancing policies. Indeed, the SMEs in Indonesia
continued to operate by following government rec-
ommendations. There were concerns about busi-
ness continuity, the use of information technology,
business burdens due to policies and pandemics,
making in business planning, and termination of
employment. Those conditions illustrate the SMEs
during the implementation of social distancing
policies in Indonesia. Further, SMEs have also felt
the negative impact of policies and the COVID-19
pandemic, such as decreased demand, problematic
supply chains, and increased raw material costs. In
general, social distancing policies have significantly
affected business operations during the pandemic.
Globally and nationally, the COVID-19 pandemic
threatens SMEs’ survival (Gustavsson & Larsson,
2020), including in Indonesia, especially during
the implementation of social distancing policies.
Although social distancing policies influence sSMEs’
continuity, SMEs continue to operate by following
the health protocols. SMEs can be successful dur-
ing a pandemic by complying with health protocols
(Saidu & Aifuwa, 2020).

http://dx.doi.org/10.21511/ppm.18(3).2020.40
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Questions

© Mean | Std. Deviation

Social distancing poIl(:les affect business opera‘uons

20809

My busmess income declmes/ somal distancing does not cause employment termmahon in

my business.

21

1.17808

SMEs foIIow government recommendat‘lons durmg the |mp|ementat‘|on of social d|stancmg
policy (Wearmg masks, provide handwashmg faC|I|t'|es and maintain phy5|cal d|stance)

The raw material costs and production costs increase during the pandemic.

N 24037 10470
""" 47070 84821
""" 45826 89818
""" 2.9063 1.05953
ebusmes'sm 4.8416 ~.5e076
,,,,,, 46031 88283 L
587 | 48109 | 66867
587 | 49489 | 37514
,,,,,, T IS T

3.2. Government policies in economic
recovery and sustainability of
SMEs

The government continues to review policies and
respond to the current situation to prevent the
worst scenario in the economy and health sec-
tors. Stimulus policy packages I-III was issued
as steps to strengthen social and economic pro-
tection against the COVID-19 pandemic impact.
The first stimulus policy focuses on strengthen-
ing the 2020 domestic economy through spend-
ing. The policy includes accelerated disbursement
of capital expenditures, social assistance, trans-
fers to regional and village funds, expansion of
sembako cards (staple food), changing interest
subsidies, incentives in the tourism sector, and
pre-employment cards.

Then, the second stimulus policy focuses on
maintaining the public’s purchasing power and
facilitating export-import. This package II poli-
cy was carried out through fiscal and non-fiscal
policies. Relaxation of income tax (PPh) article
21 for workers in the manufacturing sector and
article 22 for 19 sectors, 30 percent deduction of
income tax of article 25, and relaxation of VAT
refunds for 19 sectors were carried out as fiscal
policy measures. Meanwhile, non-fiscal policies
are such as simplifying prohibition and restric-
tion of export and imports and enhancing and
accelerating export-import services. The mone-
tary stimulus mix and the financial sector were
also optimized to support the economy and
maintain stability. This monetary stimulus was

http://dx.doi.org/10.21511/ppm.18(3).2020.40

in the form of lowering the BI 7-Day Repo Rate,
loosening the macro-prudential intermediation
ratio, increasing the intensity of the triple inter-
vention, expanding the underlying DNDF trans-
actions, and supporting the distribution of non-
cash funds. The banking sector and finance com-
panies’ stimulus was through improving credit
quality to make it smoother after the restructur-
ation. Besides, credit quality assessment was only
based on the timeliness of principal and/or inter-
est payments up to Rp. 10 billion.

The third stimulus focuses on health management,
social assistance, business assistance, and eco-
nomic recovery. The combination of this stimu-
lus was to prevent a deep and sustained economic
crisis. Additional spending and financing in the
health sector reached Rp. 75 trillion. The budget
was to subsidize the tariff adjustment for non-paid
workers and non-workers (Rp. 3 trillion), incen-
tives for central and local medical personnel (Rp.
5.9 trillion), gifts for the death of health workers
(Rp. 0.3 trillion), and spending on health manage-
ment (Rp. 65.8 trillion).

Meanwhile, additional spending on social assis-
tance reached Rp. 110 trillion. The budget covered
the addition of a social safety network (Rp. 65 tril-
lion), reserves for basic needs and market or logis-
tics operations (Rp. 25 trillion), and adjustments
to the education budget for handling COVID-19
(Rp. 20 trillion). In supporting the industry, the
additional funding reached Rp. 70.1 trillion, while
the financing to support the national economic re-
covery program was Rp. 150 trillion.
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Thus, for the sustainability of SMEs during
the COVID-19 pandemic, the government of
Indonesian has also issued policies that include:

1. Restructuring and delaying payments for
SMEs credit.

2. Include SMEs and cooperatives as benefi-
ciaries of government assistance (pre-em-
ployment card, deduction of electricity cost,
and Program Keluarga Harapan).

3. Tax abolition policy for SMEs for 6 months.

4. Supporting SMEs to operate normally by ap-
plying the health protocol in new normal.

4. DISCUSSION

In normal days, many SMEs have difficulties in
accessing working capital (Lee et al., 2015; Psillaki
& Eleftheriou, 2015). It is because of many factors,
such as access to banks, government regulations,
and others. The difficulties get greater during the
COVID-19 pandemic, and it even worsens the
economic condition. The economy was already
poor before COVID-19 hit (Dev & Sengupta,
2020). COVID-19 has triggered fears of an eco-
nomic crisis and recession that will indirectly af-
fect the global economy (Nicola et al., 2020). This
condition affects all areas of the economy, includ-
ing companies’ sustainability, especially small and
medium-sized enterprises (SMEs). COVID-19 has
a significant negative impact on SMEs in both de-
veloped and developing countries (Lu et al., 2020),
including Indonesia.

SMEs of many countries have the same obsta-
cles (Lu et al., 2020). Before the crisis, the results
of research showed that many companies expe-
rienced difficulties in accessing capital (Lee et
al., 2015). The difficulties even get greater during
the COVID-19 pandemic. In Indonesia, SMEs
face the same problem as those in other countries.
Many SMEs are required not to operate because
of the government’s control policy. Social restric-
tions, self-isolation, and travel restrictions affect
the economy and cause job termination (Nicola
et al., 2020). This condition makes it difficult for
SMEs to pay regular expenses, such as rent, sal-
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aries, or loan interest. Besides, SMEs have to en-
sure the sustainability of their business during the
pandemic.

The result showed that the majority of business
actor respondents experienced the impact of so-
cial distancing policies. The COVID-19 pandem-
ic heavily burdens the businesses. It decreases
the income because of declining demand and
problematic supply chains, which increases raw
material costs and production costs during the
pandemic. Globally the supply chain also experi-
ences major problems and changes caused by the
COVID-19 pandemic (Gray, 2020; Ivanov, 2020;
OECD, 2020b). This study also illustrates that so-
cial distancing policies affect the income of SMEs
in which it significantly decreases. This condition
occurs not only in Indonesia but also in many oth-
er countries, including Ukraine and Turkey. The
quarantine policy has weakened the financial con-
dition of the tourism industry in Turkey (Kayalica,
2020).

The social distancing policy restricts economic ac-
tivities (Kayalica, 2020) as it reduces income and
damages supply chains. This study reveals that the
social distancing policy does not cause termina-
tion of employment as the government has issued
policies to maintain SMEs during a pandemic
such as through restructuration and delaying pay-
ments for SME loans; include SMEs and cooper-
atives as beneficiaries of government assistance
(pre-employment card, deduction of electricity
cost, and Program Keluarga Harapan); tax aboli-
tion policy for SMEs for 6 months; and supporting
SME:s to operate normally by applying the health
protocol in new normal. The policy keeps SMEs
operating because, during the pandemic, the gov-
ernment has a responsibility to support and main-
tain SMEs and large businesses in Indonesia.

The COVID-19 pandemic impacts the economy,
particularly small businesses (Bartik et al., 2020a).
The study results showed that the most affected
business category is micro and small businesses,
especially culinary, fashion, service, digital com-
panies, home industries, and others. This condi-
tion raises concerns about the sustainability of
businesses in Indonesia so that SMEs’ business
plans change during the pandemic. The SMEs that
previously operated directly or face-to-face have

http://dx.doi.org/10.21511/ppm.18(3).2020.40



made strategic changes by utilizing technology.
Many experts state that increasing the productiv-
ity and performance of SMEs requires the role of
digital technology (Papadopoulos et al., 2020).

Digital technology plays an important role in the
social distancing policy as SMEs must implement
social distancing policy (wearing masks, provid-
ing handwashing facilities, and maintaining phys-
ical distance). Therefore, many affected SMEs uti-
lize online transportation services to deliver their
products. This method helps SMEs survive dur-
ing the pandemic because people are advised to
maintain physical distancing and avoid gathering
in the crowd. The condition of SMEs in Indonesia
is quite similar to those in other countries dur-
ing the implementation of social distancing pol-
icy; for example, food delivery services increase
in Canada (Gray, 2020). This means that SMEs in
Canada and Indonesia utilize delivery service to
keep the business operating.

The situation during the COVID-19 pandemic is
indeed difficult for business actors in Indonesia
and other countries. Even the impact of the
COVID-19 pandemic in the economic sector
is greater than the previous pandemic, such as
the 1918 influenza epidemic (Barrot et al., 2020;
Garrett, 2008). At that time, the economic sector
was not as poor as today. This condition makes
many businesses, including SMEs, have difficul-
ty in surviving, and some have been closed down.
COVID-19 has temporarily closed many business-
es (Bartik et al., 2020a, 2020b). Businesses have
varying beliefs during COVID-19 (Bartik et al,,
2020b). Thus, SMEs have to change strategies to
survive the pandemic.

Specifically, the impact of COVID-19 in Indonesia
is significantly different from the economic crisis
several years ago. During the economic crisis in
1998, SMEs became the savior of the national econ-
omy in which many large businesses such as bank-
ing collapsed; meanwhile, SMEs exports increased

Problems and Perspectives in Management, Volume 18, Issue 3, 2020

by 350%. In this current pandemic, domestic and
global economic decline is due to the decreased
demand for exports (Santia, 2020). Community
needs and purchase power have significantly de-
creased, especially the need for commodities and
manufactured products (Nicola et al., 2020). Most
cooperatives affected by COVID-19 are engaged in
daily necessities (services and production) experi-
enced decreased sales, lack of capital, and distri-
bution constraints. Meanwhile, the most affected
SMEs are in the food and beverages sector and the
creative and agricultural industries (Fadila, 2020).
This situation results in business closure and ter-
mination of employment. Even though SMEs be-
came the savior of the national economy in the
1998 crisis, it is different in this current pandem-
ic. Indeed, there is no significant employment ter-
mination as the government responded with eco-
nomic stimulus policy (I, II, III) to sustain SMEs
during the COVID-19 pandemic. Specifically for
SMEs, the government of Indonesian has issued a
policy of restructuring and delaying payment for
SMEs credit, including SMEs and cooperatives
as beneficiary of government assistance (pre-em-
ployment cards, deduction of electricity cost,
and Program Keluarga Harapan), tax abolition
policies for SMEs for 6 months, and supporting
SMEs to operate normally by applying the health
protocol in new normal.

The emerging problem during the COVID-19
pandemic indicates that the COVID-19 pandem-
ic greatly affects SMEs’ sustainability activities in
Indonesia and other countries. It reduces the de-
mand for SMEs’ products, affecting the financial
conditions (Cashflow), which in the end causes
SMEs unable to pay the credit, interest, and even
taxes (Santia, 2020). However, the problems faced
by SMEs in Indonesia during the COVID-19
pandemic are responded to by the government
through the issue of economic stimulus policies
to prevent the worst scenario in the economy and
health sectors in Indonesia.

CONCLUSION

The COVID-19 pandemic affects all aspects of life, including the economy, which forces governments
in many countries, including Indonesia, to implement social distancing policies. The result of this study
indicates that the social distancing policy significantly affected business players, especially SMEs. SMEs’
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activities in Indonesia are disrupted because they cannot operate as usual, resulting in decreasing de-
mand and income. Meanwhile, SMEs need to keep paying regular expenses such as salaries, rent, in-
stallments, and bank interest. The finding shows that SMEs in Indonesia do not terminate employ-
ment as the government has issued an economic stimulus policy to maintain SMEs by providing direct
cash assistance, including SMEs employees as pre-employment cards, deduction of electricity cost, and
Program Keluarga Harapan. This study contributes to SMEs in many countries to be more prepared in
facing pandemic in the future.

The implementation of social distancing policies affects SMEs in Indonesia and those in other countries
that implement the social distancing policy. The social distancing policy aims to stop the transmission
of COVID-19, but it also impacts the activities of SMEs. This country disturbs the business activities,
decreases demand and income, and increases raw material costs due to problematic supply chains. This
condition raises concerns that force SMEs to change planning and implement new strategies by utiliz-
ing online-based information and delivery service. It is following government policies. This study con-
tributes to SMEs in many countries to be more prepared in facing pandemic in the future.

The presence and roles of the government in maintaining the establishment of SMEs through policies
is essential. In Indonesia, the government has played its role by issuing economic stimulus policies that
positively affect the SMEs during this pandemic.
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