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The article analyses and clarifies Indonesia’s current recovery measures in the context of the fact that
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country heavily affected by the COVID-19 pandemic, both economically and socially. This has
caused the Indonesian government to actively seek solutions to bring this island country out of the
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INTRODUCTION

Indonesia holds the chairmanship of ASEAN in 2023 with the theme
“ASEAN Matters: Epicentrum of Growth”. This theme represents the
aspiration of the chairing country to increase the role of ASEAN in the
region as well as on the international arena, and at the same time,
ASEAN becomes a growth epicentre in a gloomy global picture when
the world has just emerged from the COVID-19 pandemic and the
impact of the Russia-Ukraine war, as well as the increasingly fierce
competition between major countries today. To realise its ambitions
for ASEAN, Indonesia is also actively seeking solutions to promote
domestic recovery and increase its role in the region and the world.
The purpose of this article is to evaluate the impacts of the pandemic
as well as international conflicts on Indonesia’s current socio-
economic situation and the measures the country has taken to restore
the country.

Impact of the pandemic on Indonesia’s economy and society

Impacts on Indonesia’s economy: Impacts on economic growth:
Indonesia’s economy in the second quarter of 2020 decreased by
5.32% compared to the same period in 2019, in the context of large-
scale social restrictions (PSBB) measures applied to prevent the
spread of COVID-19, thereby affecting household spending,
investment, and government spending. In the second quarter of 2020,
household spending, which accounts for more than 50% of Indonesia’s
Gross Domestic Product (GDP), decreased by 5.51% over the same
period last year, while investment decreased by 8.61%.

(WFP, 2020) Indonesia’s economy contracted by 2.1% in 2020 as a
result of the COVID-19 pandemic. This is the first decline since 1998,
but still lower than the decline in Malaysia (5.6%), Thailand (6.1%),
the Philippines (9.5%), Singapore (5.4%), and India (8%). The budget
report as of November 2021 shows that the government's revenue
grew strongly by 19.4% (121.4 billion USD). Both tax and non-tax
revenues grew strongly, with total revenues exceeding the 2021 target
by 28% due to higher commodity prices, especially oil, coal, and palm
oil. Coal prices are above 200 USD/tonne, more than double the
previous year. Indonesian crude oil price (ICP) increased 55% to 85
USD/barrel, higher than the 45 USD used as an assumption in the
2021 budget. Budget spending in 2021 is roughly equivalent to that in
2020, where higher spending on infrastructure and procurement
(mainly for health care needs) is offset by lower spending on aid
society and transfer to regions. The government believes that as
COVID-19 infection rates fall sharply due to higher vaccination levels
and travel restrictions, some social assistance and fiscal stimulus
programmes could be phased out. However, disbursement by regional
authorities of funds transferred from the central government remains
low due to inadequate institutional capacity. This will impede regional
recovery because regional governments rely on the central government
for approximately 75% of their funding. The budget deficit in
November 2021 was 3.6% of GDP, owing to robust income growth
and steady spending. A solid balance of payments also contributes to
the recovery's pace. The current account surplus in the third quarter of
2021 was the greatest in history, mainly due to a large surplus in the
goods balance of 15 billion USD, which was double the previous
quarterly average. (Mof.gov, 2022a)
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Figure 1. Indonesia’s GDP growth from 2017 to 2021 (unit: %)

3000000
2388330
2
00000 2557920 2056350 ssorey 2008120
2000000 9L
1500000 B ~
10.000.00
500000
0.00
2017 2018 2029 2020 2021

Source: Figure drawn from (ASEAN)

Figure 2. Foreign direct investment (FDI) flows into Indonesia
before and during the COVID-19 pandemic (Million USD)

Foreign exchange reserves reached a total of 146 billion USD at the
end of November 2021, including USD 6.3 billion from additional
Special Drawing Rights (SDR) quotas from the International
Monetary Fund. Along with a stable IDR exchange rate, the
proportion of financial assets held by non-residents keeps decreasing.
The banking sector remains strong after restructuring and is starting to
lend again after negative growth until May 2021. Bank loans increased
4.7% to IDR 5.71 quadrillion in November 2021. Growth was broad-
based, with working capital loans, investment loans, and consumer
loans all growing positively. Significant increases were recorded in
mortgages (9%) and the mining sector (16%), while manufacturing
fell 0.8%. All these positive indicators show that the Indonesian
economy is less vulnerable to market shocks and global market
fluctuations (Mof.gov, 2022a). Impact on trade: Indonesia, Southeast
Asia’s largest economy, also experienced a sharp decline in trade. In
2020, Indonesia’s export and import volumes decreased by 11.3% and
6.6% year-on-year, respectively. In value terms, Indonesia's total
exports decreased by 2.6%, from 167.7 billion USD in 2019 to 163.3
billion USD in 2020. The value of total imports decreased more than
exports, with an annual decrease of 17.3% from 171.3 billion USD to
141.6 billion USD. So, although Indonesia recorded a trade surplus of
$21.7 billion in 2020, it was mainly because imports fell more than
exports. (Lili Yan ING, Yessi VADILA (2021). An important note is
that even before the pandemic (since early 2018), Indonesia's exports
were falling at a higher rate than imports. The pandemic has made
trade problems worse. In 2020, Indonesia’s total export and import
volume (combined) decreased by 10.4%, from 816 million tonnes in
2019 to 732 million tonnes in 2020. The total value of Indonesia’s
exports and imports decreased by 10.1%, from 339 billion USD to 305
billion USD over the same period.

Indonesia’s exports fell more than usual in April 2020. In contrast to
two years ago, when exports usually increased in May, exports got
worse in May 2020. At the same time, imports also fell sharply, as
shown in Figure 1. Indonesia’s imports fell to US$8.4 billion in May
2020, mainly due to reduced imports of machinery and intermediate
goods. Imports were dominated by intermediate goods (72.9%) in
2020, followed by capital goods (16.7%) and consumer goods
(10.4%). The proportion of intermediate goods in 2020 was lower than

in 2019, while the proportion of capital and consumer goods
increased. All imported goods components experienced negative
growth in 2020, with the import value of the intermediate goods group
decreasing the most (18.3%). (Lili Yan ING, Yessi VADILA, 2021)
Impact on the investment sector: Faced with the impact of the
COVID-19 pandemic, Indonesia actively promoted measures to attract
foreign investment. As a result, this country also achieved many
positive results. Indonesian President Widodo plans to increase the
attraction of foreign investment to support the exhausted economy due
to the COVID-19 pandemic, in the context that the progress of the
disbursement of the government's stimulus package is still slow and
household spending has weakened. At the cabinet meeting on August
24,2020, President Jokowi asked Indonesian Coordinating Minister of
Maritime Affairs and Investment Luhut Pandjaitan to increase
investment attraction in the third quarter of 2020 and said that this will
be a “key” to economic growth while boosting household spending.
President Jokowi emphasised: “That may be the only key to
supporting the economy amid very difficult exports and weak
domestic consumption. There must be other things we can do,
including promoting investment in the third quarter of 2020 to revive
the economy.” President Jokowi also said that Head of the Investment
Coordination Board (BKPM) Bahlil Lahadalia planned to invest
213,000 billion rupiah (14.43 billion USD) in the third quarter of
2020. If investment growth cannot be achieved, the Indonesian
government should at least try to keep investment from decreasing by
more than 5% (Baotintuc, 2020). As figure 2 above shows, although
the flow of foreign direct investment (FDI) to Indonesia is not too
severely affected, it also shows a relative decline from more than 20
billion USD during the period. The period before the COVID-19
pandemic dropped to about 18.5 billion USD in 2020 and more than
20 billion USD in 2021. (Lili Yan ING, Yessi VADILA, 2021).

By 2022, FDI had increased strongly; Indonesia reached 163,200
billion rupiah (10.89 billion USD) in the second quarter of 2022, an
increase of 39.7% over the same period last year and the highest
increase in the past decade. Speaking at the press conference, Minister
Bahlil said that FDI attraction in the second quarter (excluding
investment in the banking and oil and gas sectors) increased faster
than 31.8% in the first quarter. The record increase in FDI in the
second quarter was mainly due to downstream mining and
petrochemical projects that entered the construction phase. Singapore,
China, and Japan were Indonesia’s leading sources of FDI during this
period. The 39.7% increase was the highest quarterly increase since
2011, according to data compiled by Eikon Refinitiv. Mr. Bahlil
affirmed that the government will continue to focus on the metal
processing and renewable energy industries and reiterated that Jakarta
is planning to ban the export of bauxite and tin to promote investing in
domestic processing facilities as part of efforts to “reform” foreign
investment in Indonesia.

Previously, the Indonesian government’s ban on nickel ore exports
helped attract a large amount of investment, mainly from China, to
produce metals and chemicals derived from nickel ore and used in
electric car batteries (Bnews, 2022). Impact on the tourism sector:
Many Indonesians have had to cancel travel plans or have no plans to
travel in 2020 due to concerns about health issues and travel
restrictions from other countries. According to the Indonesian
Statistics Agency (BPS), the country's tourism industry faces many
difficulties due to being affected by the COVID-19 acute respiratory
infection pandemic. Although the number of foreign tourists in
October 2020 increased slightly by 4.57% compared to September
2020 with 158,200 visitors, it still decreased by 88.25% compared to
the same period in 2019. The COVID-19 pandemic has caused losses
to the tourism industry of more than 100 trillion IDR (about 7 billion
USD). Statistical data from the Indonesian Hotel and Restaurant
Association (PHRI) shows that the food service and accommodation
sector decreased by 11.86% compared to the same period in 2019.
About 78.5% of workers in hotels in Indonesia lost their jobs due to no
tourists staying. PHRI Vice President Maulana Yusran assessed that
the recent increase in the rate of rented hotel rooms is mainly due to
the fact that Indonesia had a number of holidays in October, and some
holidays coincided with weekends, so people combine to take
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Table 1. Indonesia’s exports and imports, 2019-2020

Exports

Imports

Indonesia’s export volume
(million tonnes)

Indonesia’s import volume
(million tonnes)

2019 2020 Change (%) 2019 2020 Change (%)
Total 654.48 5 580.47 —11.30 Total 162.63 151.88 —6.61
Value of Indonesia’s exports (billion USD) Value of Indonesia’s imports (billion USD)
2019 2020 Change (%) 2019 2020 Change (%)
Total 167.68 163.31 —2.60 Total 171.27 141.57 —17.34

Source: (Statistics Indonesia, 2021)
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Figure 3. Indonesian unemployment rate from 2019 to 2022

advantage of vacations. Hotels in Indonesia today mainly serve the
needs of domestic tourists. One of Indonesia's top tourist destinations,
Bali Island, recorded the lowest number of room rentals nationwide
and a record low in October, reaching only 9.53% compared to the
same period in 2019. BPS Deputy Director in Charge of Tourism and
Services, Mr. Setianto, said the COVID-19 pandemic continues to put
pressure on Indonesia’s tourism industry. Many people have to cancel
travel plans or have no plans to travel in 2020 due to concerns about
health issues and travel restrictions from countries. Foreign tourists
during this period are mainly from neighbouring countries such as
Timor-Leste, Malaysia, and China. These countries have responded
relatively well to the epidemic while being geographically closer to
Indonesia than other countries in the world (Mof.gov., 2022b).

Before the COVID-19 pandemic broke out, the Indonesian
government expected to welcome 18 million international tourists in
2020 after having 16.1 million international tourists in 2019. However,
statistics from BPS show that the number of international tourists from
January to October 2020 only reached 3.72 million, down 72.35%
compared to the same period in 2019.(Mof.gov., 2022b)In 2020, the
number of tourists coming to Indonesia was only 25% of the number
of tourists in 2019. The COVID-19 pandemic has caused the
“smokeless industry” in Indonesia to lose more than 10,000 billion
Rupiah, leading to a decline in GDP in the second and third quarters of
2020. According to statistics, about 30 million Indonesians lost their
jobs because of the pandemic. To overcome this, Indonesia launched a
strategy to revive the tourism industry by the end of this year, when
the country reaches its goal of vaccinating 70% of the population.
Indonesian Minister of Tourism, Economy, and Innovation, Mr.
Sandiaga Uno, said that at the end of 2022, Indonesia will host the
G20 President, and Bali will be the main location to organise G20
activities. Thus, it is well done to revive the Bali tourism industry with
strict health protocols. Prioritising the comfort and safety of tourists
when coming to Indonesia will help Bali become a model to replicate
in other localities, maintaining the recovery momentum of the tourism
industry (Mof.gov., 2022b). Minister Sandiaga Uno expressed his
hope that businessmen and people who used to live in Bali, including
foreign tourists, will return when Bali Island opens. Especially “digital
nomads"—those who both travel and work via the Internet—can take
advantage of this opportunity to come to Bali to work when Indonesia
has issued a 5-year visa policy and tax exemption for foreign income.
In addition, Indonesia also promotes tourism cooperation in the
ASEAN region.

In recent times, ASEAN countries have discussed recovery solutions
such as travel bubbles, green routes, and vaccine passports. Recently,
the trend of new opening models has been piloted in ASEAN. With
the “travel bubble” mechanism, ASEAN countries can cooperate to
restore intra-bloc tourism, minimise the impacts of the pandemic on
tourism businesses and communities, and even expand out to other
countries outside the region (Bvhttdl, 2021). In order to restore the
tourism industry, the Indonesian government opened tourism testing in
three areas on October 14, 2021, including Batam province, Bintan,
and Bali Island, for foreign tourists. With achievements in controlling
the COVID-19 epidemic, the country expects the key tourism industry
to soon revive and promote cooperation within ASEAN. Indonesia’s
reopening to international tourists is carried out step by step and
according to strict international procedures. Accordingly, the three
pilot locations, Bali, Batam, and Bintan, will only welcome guests
from 19 countries on the list announced by Indonesia, including major
markets such as China, Japan, Saudi Arabia, etc. These are countries
with a COVID-19 safety index according to the standards of the
World Health Organisation (WHO).The number of tourists allowed
into the country will also be limited each time. In September 2021,
when the Indonesian Cabinet met on opening tourism for international
visitors to Bali and the Riau Islands, these localities also made specific
plans to welcome tourists. Hotels and restaurants in Bali are ready to
welcome foreign visitors, both in terms of facilities and health
protocols, to avoid the spread of COVID-19. All hotels and restaurants
at tourist destinations must have a safety certificate to operate
(Bvhttdl, 2021).

During the pandemic, Indonesia’s tourism industry was in a “holding
state” thanks to the government’s relief packages, despite using many
initiatives to attract tourists. In May 2020, the Indonesian government
launched a stimulus package worth 25,000 billion rupiah (1.7 billion
USD) in the form of direct reductions in airfare and hotel room prices,
as well as providing discount tour vouchers on online applications.
However, the above rescue effort did not bring the expected results
due to being released too early, when both Indonesia and many
countries around the world are having to impose travel restrictions and
large-scale blockades to curb the spread of the disease.In 2020,
Indonesia welcomed only 4 million international tourists, of which the
majority were recorded in the first two months of the year. Continuing
its efforts to revive the smokeless industry, right from the beginning of
2021, the Indonesian government has introduced a series of new
solutions with the goal of attracting 7 million foreign visitors in 2021.
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March 2021, Minister of Tourism and Creative Economy, Sandiaga
Salahuddin Uno, announced a stimulus package of nearly 3,700 billion
rupiah in the form of subsidies, interest rate support, credit
restructuring, and micro-loans to support tourism businesses. This
move is expected to help attract 736,000 international visitors and
bring in 13,000 billion rupiah in foreign exchange revenue. In
addition, Indonesia is also implementing a plan to send thousands of
civil servants to Jakarta to participate in the “Working from Bali
(WFB)” program. This initiative is expected to create a chain effect,
encouraging workers to come to Bali to work remotely, thereby
creating resources for about 140,000 local hotel rooms operating at
9% capacity (Baovanhoa, 2021). Recent moves by the Indonesian
government to ease travel requirements have had a positive impact on
the country’s aviation and tourism industries. Indonesian Tourism
Minister Sandiaga Uno announced on March 21, 2022, that the
government has decided to lift the quarantine requirement for
international visitors to Indonesia. Previously, this regulation only
applied to tourism-dependent islands such as Bali, Batam, and Bintan.

Minister Uno said the no-quarantine policy for Bali, Batam, and
Bintan—implemented since March 7, 2022—has been successful,
adding that the policy did not lead to a spike in COVID-19 cases from
immigrants or domestic transmission. Under current regulations,
international travellers must still take a PCR test upon entry and wait
at their hotel until they test negative for COVID-19. On March 7,
2022, Indonesia also decided to restore the visa-on-arrival policy for
visitors from 23 countries to Bali. Previously, all foreigners had to
apply for a visa before departure. (Bvhttdl, 2022). At the same time,
Indonesian Coordinating Minister for Maritime Affairs and
Investment Luhut Panjaitan said the visa policy has attracted more
tourists to Bali. According to Indonesia's Central Statistics Agency,
about 80% of Bali’s economy depends directly or indirectly on
tourism. On March 14, 2022, Mr. Panjaitan said: “The Indonesian
government will expand the visa-on-arrival policy for countries with
high potential for tourists as well as G20 countries. The government
also plans to implement this programme for some airports in Jakarta
and Surabaya.” (Bvhttdl, 2022)

Impact on the social sector: Impact on Indonesia’s poverty problem:
The COVID-19 pandemic in Indonesia has major socioeconomic
impacts beyond the health sector. Its impact is multi-sectoral, and its
effects can be seen over a long period of time, falling hardest on the
poor and vulnerable. The scope of damage due to the impact of the
pandemic is difficult to predict at this time. While the Indonesian
government is working to cushion the impact, households, especially
the poor and most vulnerable, will be severely affected by the
pandemic. Households headed by women and their children will be
more affected than other segments of the population. The impact of
the COVID-19 pandemic increased poverty rates in Indonesia. In the
best-case scenario, the poverty rate will increase from 9.2% in
September 2019 to 9.7% by the end of 2020, pushing an additional 1.3
million people into poverty. In the worst-case scenario, the poverty
rate will increase to 16.6%, close to the level in 2004, when the
poverty rate was 16.7%. This means an additional 19.7 million people
will become poor, significantly reversing Indonesia's progress in
poverty reduction. The implication is that Indonesia will need to
expand social protection programmes to support the new poor as well
as the existing poor. (Asep Suryhadi, Ridho Al Izzati & Daniel
Suryadarma, 2020). It can be said that the COVID-19 pandemic has
not only increased the level of poverty in Indonesia but also caused the
country’s poverty reduction plan to fail to achieve its set goals and
even take a step backward. Not only that, those who are at the poverty
level have it even harder, and those who have just escaped poverty
return to the poverty level.

Impact on Indonesia’s unemployment problem: In addition, the
COVID-19 pandemic also increased the unemployment rate in
Indonesia. The number of employees being laid off and forced to take
unpaid leave increases by the day as many companies grapple with the
impact of the novel coronavirus outbreak. As of April 1, 2020 alone,
the tourism industry, as one of the largest contributors to the
Indonesian economy, has plummeted significantly. About 1,200 hotels
in Indonesia have temporarily closed, causing some employees to take

unpaid leave and quit their jobs. PT Honda Prospect Motor, one of
Honda's automakers, saw its demand drop by 30%. Data compiled by
the Jakarta Manpower, Migration, and Energy Agency shows that as
of April 5, 2020, a total of 30,137 employees were laid off from 3,348
companies, while another 132,279 employees were laid off. sent home
without pay. (ICLG.org, 2020)Besides, according to a survey study by
the Indonesian Business Alliance on Women’s Empowerment and
Investment in Women in May 2020, the majority of employees said
they had reduced working hours and were considering a salary
reduction, salary cut, or job suspension until further notice. Nearly
45% of employees were able to report that COVID-19 did not affect
their work. In total, 6 out of 10 families lost income. Overall, more
than half of respondents felt pressured to do extra household chores
and take care of children. Both women and men reported increased
time spent on housework during COVID-19. Importantly, 36% of
respondents reported that COVID-19 had a negative impact on their
mental health, and nearly a quarter of respondents reported that
COVID-19 had a negative impact on their physical health. About 40%
of employees work from home. (Investinginwomen.asia, 2020).
Implementing quarantine policies, working from home, and
suspending business activities will certainly lead to reduced consumer
and business spending, leading to a loss of business income. Faced
with that situation, many companies have now taken action, reducing
salaries or laying off employees. (ICLG.org, 2020). It can be seen that
the COVID-19 pandemic has had a severe impact on livelihoods and
labour rights in Indonesia. As of May 2020, about one million
Indonesian workers have been laid off, and hundreds of thousands
more have lost their jobs due to the pandemic. Unemployment rates
are highest in urban areas, with 55% of men and 57% of women
reporting that they have lost their jobs. Workers in Indonesia’s
informal sector have suffered particularly severe financial impacts.
Women are especially disproportionately affected, as they make up
two-thirds of the workers sent abroad who are currently affected by
travel restrictions and quarantines. (Clingendael, 2020). The
Indonesian government and national legislature (DPR) have attempted
to pass unrelated laws during the COVID-19 pandemic, such as the
controversial bill to relax permits for foreign workers in startups while
increasing flexibility in hiring and firing people. The DPR also passed
amendments to the 2009 Coal and Mineral Mining Law, which was
widely criticised because it could protect corrupt individuals and
criminalise communities. In addition, the government is also
promoting the easing of blockade measures to boost the economy,
thereby creating conditions for a continuous economic boost to the
livelihoods and labour rights of workers.

On the other hand, the most obvious and tangible effects of the
pandemic are on Sustainable Development Goal (SDG) 8: decent jobs
and economic growth, caused by the suspension of economic activity,
lower income, fewer work hours, and unemployment for certain
occupations. In 2019, about 10% of Indonesia’s population lived in
extreme poverty, but now this number has increased to 13%. This
increase can partly be attributed to the huge informal sector, as 60% of
the Indonesian workforce is involved in this sector. Job losses also
exacerbate child malnutrition, which was already a serious problem
before the COVID-19 pandemic. Poor students and pupils are also
significantly affected by school closures, which will ultimately put
Indonesia’s economic and social development at risk. Women in rural
areas have also been significantly affected by the pandemic, and UN
Women has partnered with the Wahid Foundation to provide
immediate support in the form of living cash grants to women in
peaceful villages. (UN Women, 2020). Impact on Indonesia’s social
protection policy: Faced with these social impacts, the Indonesian
government has taken proactive measures to support vulnerable people
in society to combat difficulties caused by the COVID-19 pandemic.
Indonesia has continued to invest in strengthening social protection
programmes to respond to the crisis. These have been expanded to
protect today’s poor from major shocks as more and more people on
lower-middle incomes become vulnerable and at risk of becoming
poor tomorrow. Small businesses are also receiving support as they
continue to face a gig economy and public property restrictions. To
assess the impact of COVID-19 on households in Indonesia and
inform government policies, UNICEF, UNDP, Prospera, and SMERU
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Research Institute collaborated on a groundbreaking survey at the end
of 2020. The survey covered 12,216 nationally representative
households across all 34 provinces in October and November
2020.This is the largest survey of the impact of COVID-19 to date and
focuses on children and vulnerable groups. It is based on face-to-face
interviews with households conducted by the Indonesian Bureau of
Statistics (BPS) under the framework of the 2019 National Socio-
Economic Survey (SUSENAS). The survey was conducted in close
cooperation with the Indonesian government. (SMERU, PROSPERA,
UNDP, UNICEF, 2021) The results show: (i) The impact of COVD-
19 on household finances in Indonesia is very serious. Nearly three-
quarters of households (74.3%) interviewed between October and
November 2020 said they earned less than in January 2020. The
proportion of households with lower income is slightly higher in the
group with children (75.3%) and in urban areas (78.3%). Urban
households also experienced a larger decrease in income than rural
households. (ii) Children are missing out on opportunities for
education and health care. (iii) Food security and vulnerable groups
are concerns for the future. (SMERU, PROSPERA, UNDP, UNICEF,
2021). Impact on Indonesia’s education: The pandemic also has a
strong impact on Indonesia's education. According to a UNICEF
assessment in May 2021, nearly three-quarters of parents are worried
about academic decline due to interruptions in their children's
education. Access to reliable internet is a major obstacle to children
successfully learning at home, with 57.3% of households with children
reporting this as a major concern. Rural and poorer households face
more internet problems and device limitations than richer and urban
households. Many parents said they do not have enough time (28.7%)
and/or do not have enough capacity (25.3%) to support their children's
learning at home. Households with children are accessing fewer health
services; the main reason is a fear of contracting COVID-19. More
than 1 in 10 households with children under 5 years old said they had
not taken their children to a vaccination clinic since April 2020.
School closures and social isolation, combined with economic
uncertainties, also expose children to many other risks. This survey
found that 45% of households reported their children had behavioural
challenges. Of those, 20.5% said it was more difficult for children to
concentrate; 12.9% are becoming angrier; and 6.5% found it difficult
to sleep. (UNICEF, UNDP, Prospera, and SMERU, 2021).

It can be seen that the emergence of COVID-19 has created
unprecedented challenges for Indonesia. This pandemic not only
inhibits the economy and society but continues to have a strong impact
on human development. Indonesian people. After years of progress,
poverty is rising again. One in ten people in Indonesia today live
below the poverty line by this national standard. Child poverty could
increase significantly. The social impact would have been much worse
without the support of the Indonesian government. (UNICEF, UNDP,
Prospera, and SMERU, 2021). Faced with these social impacts, the
Indonesian government has taken proactive measures to support
vulnerable people in society to cope with difficulties caused by the
COVID-19 pandemic. Indonesia has continued to invest in
strengthening social protection programmes to respond to the crisis.
These have been expanded to protect today’s poor from major shocks
as more and more people on lower-middle incomes become vulnerable
and at risk of becoming poor tomorrow. Small businesses are also
receiving support as they continue to face a gig economy and public
property restrictions. In general, the Indonesian government's support
activities for the people have not really achieved fairness. For
example, the government supports people with cash. Accordingly,
about 71% of households in the bottom 60% of the spending
distribution said they need cash support from the government. Of
those, 60.6% received cash, while the remaining 39.4% did not. The
survey found that both groups had similar proportions of households
losing benefits with a decline in income (75-76%) or spending (25-
28%). ((UNICEF, UNDP, Prospera, and SMERU, 2021)). Clearly,
facing the increasingly strong outbreak of the pandemic, although the
Indonesian government has many support measures for vulnerable
people, this has not solved all the difficulties they face. Currently. The
social impact of the COVID-19 pandemic on Indonesia will still be
very severe in the near future, even when the epidemic has been
controlled.

Indonesia’s post-pandemic recovery policy

Indonesia’s recovery measures: Indonesia has actively stepped up
recovery measures after the pandemic, as well as the dual impact of
the current world economic recession. In particular, the policy of
ensuring energy security under the impact of the Russia-Ukraine
conflict is very important for this country. Accordingly, Indonesia's
support for fossil fuel use is reflected in the allocated capital, reaching
about 8% of the total National Economic Recovery budget.The
economic recovery programme contains 15 strategic measures to
support the energy sector. Most of those measures are likely to benefit
the fossil fuel industry rather than the new and renewable energy
industry. The most significant funding allocated to the energy sector,
Rp 95.3 trillion, or about $6.4 billion, was given to state-owned
enterprises (SOEs) involved in fossil fuel energy, including oil and gas
company Pertamina, energy company PLN, aviation company Garuda
Indonesia, and training operator KAI, to support their businesses.
(Denny Gunawan, 2022). In addition, 13.1 trillion Rp, or 886 million
USD, was disbursed to subsidise electricity for poor households,
mainly generated from burning coal. In 2020, the Indonesian
government also continued to provide annual subsidies of 97.3 trillion
Rp, or 6.5 billion USD, for various fossil energies, such as electricity,
liquefied petroleum gas (LPG), and gasoline. In contrast, the national
economic recovery programme only stipulates subsidies for one type
of renewable energy, biodiesel. Meanwhile, support for other types of
new and renewable energy is mentioned, but there are no details on
fund allocation or programs. For example, the recovery programme
says it supports incentives to install rooftop solar panels for private
customers. However, the implementation of this support is unclear.
Policies that support fossil fuels are an immediate way to boost the
economy.(Denny Gunawan, 2022)

However, this could come back to affect the Indonesian economy and
the sustainability of the Earth in the medium to long term. A recent
example is the sudden increase in world oil prices, up to 100 USD per
barrel, due to the impact of Russia's invasion of Ukraine. This increase
has confused the Indonesian government about allocating gasoline and
LPG subsidy funds. Therefore, high oil prices have increased the
prices of other goods and services.(Denny Gunawan, 2022)

DISCUSSION

In the economic field, Indonesia’s economy is on a strong recovery
path and has achieved impressive developments at present, and the
outlook is relatively bright for this country’s economy. For example,
despite the challenges facing the global economy, Indonesia’s
economy in the second quarter of 2022 recorded higher growth than
the first quarter, thanks to the government’s easing of anti-COVID-19
restrictions and rising commodity prices. Data released by the Central
Statistics Agency of Indonesia on August 5 showed that Southeast
Asia’s largest economy grew by 5.44% in the period from April to
June compared to the same period last year and increased slightly
compared to the 5.01% recorded in the first quarter. The export sector,
which contributes 25% of Indonesia’s Gross Domestic Product (GDP),
increased by 19.74% in the second quarter due to the impact of price
storms related to the Russia-Ukraine conflict.( HKTDC, 2023))
Besides, the conflict between Russia and Ukraine continues to push up
global commodity prices, but it has brought Indonesia more export
revenue. In the first half of 2022, the country recorded GDP growth of
5.2%, the fastest growth since the second half of 2013. In early 2022,
local authorities loosened epidemic prevention measures and also
boosted consumption in the transportation, catering, and hotel sectors.
Despite this, the domestic economic situation worsened in the second
half of the year; rising inflation dragged down import and export
activities, while high interest rates and an economic decline in many
major markets (especially China) also caused commercial activities to
be limited. However, domestic inflation has gradually decreased, with
the inflation rate in November falling to 5.42%, the lowest in three
months (HKTDC, 2023)).



26381

Hoang Thi Giang, Assessment of Indonesia’s economic recovery policy in a post-pandemic

Head of the Indonesian Central Statistics Agency, Mr. Margo Yuwono
said that disruptions in the global supply chain have pushed up the
prices of key Indonesian products, creating favourable conditions for
the export sector. In addition, the government's relaxation of anti-
COVID-19 measures and increased spending on the occasion of Eid
al-Fitr are also factors that boost domestic consumption. The
Indonesian government has made efforts to maintain social benefits
for low-income households, contributing to a 5.51% increase in
domestic consumption. However, Senior economist at Capital
Economics, Gareth Leather, predicts Indonesia’s economic growth
will cool in the second half of the year as commodity prices fall and
tourism gradually recovers after Indonesia opens its borders. In
addition, foreign investment in Indonesia tends to increase in 2022.
This is the result of a series of stimulus policies to attract foreign
investment in the country. At the same time, Indonesia also
implemented many fiscal measures to stimulate economic recovery in
the coming time, especially preventing budget deficits. The Indonesian
government has set the budget deficit limit at 2.85-3% of gross
domestic product (GDP), equivalent to Rp 598.2 trillion (US$40.5
billion) for 2023. 2023 is the first year the budget deficit is returned to
a maximum level of 3% of GDP, the country's President, Joko
Widodo, said while presenting the draft state budget and financial
notes for fiscal year 2023 at the National Assembly Complex on
August 16, 2022. The deficit will be financed using safe and managed
financial resources while maintaining fiscal sustainability, with the
aim of keeping debt risks within safe limits. Previously, the
Indonesian government decided to relax the deficit figure to respond
to the COVID-19 pandemic. In 2020, the deficit was 6.09% of GDP,
compared to the target of 6.34%. For 2022, the maximum deficit limit
has been reduced to 5.7%. (MPI, 2022). Indonesia’s economic growth
in 2023 is forecast at 4.9-5.2%, while the inflation rate is 3.25-3.75%.
Meanwhile, the Indonesian government forecasts national economic
growth in 2023 to be 5.3%. This figure is much higher than the global
economy's outlook of about 2.2% to 2.7% in the forecast. According
to economic experts, the Indonesian economy will remain positive in
2023. However, there are some caveats, such as potential high
inflation, a recession in advanced countries, and high oil prices. Based
on signals from the market, overall 2022 will be better than 2021, but
in 2023 it is likely that the economy will slow down compared to 2022
(BRIN, 2022). Regarding the tourism sector, Indonesia has many
prospects for recovery and development in the near future. While
increased tourist arrivals will help boost GDP in the third quarter and
beyond, domestic consumption growth will slow. In addition, the
recent decline in commodity prices along with decelerating global
growth will also be factors that inhibit the export sector. At the same
time, in March 2022, Indonesia eliminated mandatory PCR testing for
all visitors to Indonesia. This country welcomed more than 740,000
visitors in the first half of the year, an increase of more than 900%
over the same period last year. (Bnews, 2022)

In the social field, the problem of unemployment and poverty in
Indonesia is tending to decrease. The unemployment rate has been
decreasing since the beginning of 2022. The unemployment rate in
Indonesia fell to 5.83% in the first quarter of 2022 from 6.26% in the
same quarter a year earlier, amid an improvement in the local COVID-
19 situation. The number of unemployed people decreased by 0.35
million to 8.4 million. At the same time, the number of employed
workers increased by 4.55 million to 135.61 million, mainly in the
agricultural sector, while other service sectors decreased the most (-
0.51%). Meanwhile, the labour force participation rate rose to 69.06%
from 68.08% a year earlier. See figure 3 below:

As of February 2022, data from the Central Statistics Office (BPS)
shows, Indonesia’s unemployment rate was recorded at 5.83% out of a
total of 208.54 million people of working age. What is astonishing is
that out of the 5.83 percent, nearly 14 percent are college graduates. It
is ironic that people who have higher education levels to get good jobs
are unemployed. (Unair.ac.id, 2022) Meanwhile, the number of
employed people in Indonesia increased from 131,064,305 in 2021 to
13,561,895 in 2022. See the figure below:

The poverty rate in Indonesia also tends to decrease. Statistics
Indonesia (BPS) recorded that the poverty rate in March 2022 was
9.54 percent, down 0.17 percentage points compared to September
2021 and down 0.60 percentage points compared to March 2021. The
economic recovery occurring in the first quarter of 2022 has had an
impact on poverty reduction and is consistent with an improving
economy. The number of poor people in March 2022 decreased by
340,000 people compared to September 2021 and decreased by 1.3
million people compared to March 2021 to 26.16 million people in
March 2021. Based on the National Socio-Economic Survey held
annually in March and September, the number of poor people in
March 2022 was recorded at 26.16 million. This number includes
9.54% of Indonesia’s population. Meanwhile, the trend of poverty
reduction in rural areas is faster than in urban areas, although there is a
difference in that poverty in rural areas is still higher than in urban
areas. (Indonesiawindow, 2022).

In March 2022, the poverty rate in urban areas decreased from 7.60%
to 7.50%. Meanwhile, in rural areas, this rate decreased from 12.53%
to 12.29%. Overall, in the period from September 2011 to March
2022, the poverty rate in Indonesia decreased in both quantity and
percentage, except for September 2013, March 2015, March 2020, and
March 2021 (Indonesiawindow, 2022).

CONCLUSION

The emergence of COVID-19 has created unprecedented challenges
for the world in general and for Indonesia in particular. The COVID-
19 pandemic has become a global health disaster; it has had a strong
impact on most areas of human life. Indonesia has been the hardest hit
in Southeast Asia by the COVID-19 crisis and is one of many
countries undergoing major changes in its social and economic
structure.People have been forced to drastically minimise social
interactions in an effort to stop the spread of the virus. However, the
lack of a focused and adequate government response has led to
uncoordinated responses. The government’s slow response not only
led to higher infection numbers but also affected Indonesia’s long-
term political trajectory. Indonesia faces by far one of the most
difficult prospects in Asia amid the COVID-19 economic
pandemic.The policy of focusing too much on the vaccine factor
without drastic and quick measures to prevent the spread of the
disease has caused Indonesia, to this point, to have to trade off the
number of infections and deaths to a standstill. top of the area. And
more seriously, the pandemic’s social impact is increasingly serious,
especially for vulnerable groups. A series of social policies in this
country are affected. The impact of the pandemic on society is not
only visible right before our eyes, but even after controlling the
pandemic, its consequences will be huge. However, currently,
although the world context is having many influences on Indonesia’s
economic growth, such as the conflict in Ukraine, the blockade to
prevent the COVID-19 epidemic in China, supply chain disruptions,
etc., the Indonesian economy is having a strong recovery. Indonesia is
a bright spot in the current socio-economic recovery.
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