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Abstract- Tax incentives for taxpayers in Indonesia when the COVID-19 pandemic outbreak, which are expected to have a positive
impact on the business world and prevent Indonesia from being in a recession, are interesting to research. The problem formulated in
this research was how effective are the new tax incentives for taxpayers in Indonesia, either personal taxpayers or company taxpayers
except permanent establishment, in the COVID-19 pandemic era. This paper used a qualitative method approach with literature study
as the research methodology. The data were collected from various pieces of literature in the forms of documents, journals, statutory
regulations, official news, and government publication data relevant to the research. The data analysis was done by collecting data,
reducing data, presenting data, and drawing conclusions. The results indicated that tax incentives in Indonesia are effective in
managing financial problems during the pandemic.
Index Terms-Tax Incentives, The COVID-19 Pandemic, Income Tax, Business World

I. INTRODUCTION

T

he world was shocked by the emergence of the new virus named SARS-CoV-02 virus which led to the Corona Virus Disease
2019 (COVID-19) in the beginning of 2019 (Cahyati and Kusumah, 2020). Covid-19 has been infecting throughout many
countries and officially announced to become a global pandemic disease by World Health Organization (World Health Organization,
2020). In addition to the country’s health impact, the economic activities of all countries, including Indonesia, received an unavoidable
threat of an economic recession (Fiscal Policy Agency, 2020).
Data from the Central Statistics Agency of Indonesia (2020) shows that the country’s economic growth in Q-4 2019 was 4.97%,
Q-1 2020 was 2.97%, and Q-2 2020 was -5.32%. The contraction within Q-1 and Q-2 2020 was due to negative growth in all
components of expenditure, which result to the beginning of Indonesia recession.
The COVID-19 pandemic has also affected state tax revenues due to weaker economic conditions. Besides, non-tax state revenue
has also experienced a decline, marked by falling commodities and decreasing purchasing power. These showed that various
economic activities in the country decreased, resulting in the business world being severely hit (Aulawi, 2020).
In order to manage the impact of COVID-19 and/or to prevent threats that can interrupt the national economy growth, the
government released Peraturan Pemerintah Pengganti Undang-Undang (Perppu) nomor 1 tahun 2020 regarding the country financial
policies and system. The Government Regulation in Lieu of Law in question was then promulgated as Law Number 2 of 2020, aiming
to protect the community in the aspects of health, social life, and community economy, and also for financial sector during the
pandemic (Ministry of Finance, 2020).
The releasing of Perpu No. 1 year 2020 was followed by derivative regulation, namely Peraturan Menteri Keuangan (PMK)
nomor 23 tahun 2020 (PMK 23/PMK.03/2020). But the derivative regulation was changed twice into PMK Number 44/PMK.03/2020
and PMK Number 86/PMK.03/2020. This regulation stating about tax incentives for taxpayers in Indonesia that were affected by the
Covid-19 outbreak. There are several tax incentives that are mentioned, namely Governemnt Article 21 borne Income Tax, Final
Income Tax based on Peraturan Pemerintah Number 23 of 2018, Article 22 Income Tax concerning Imports, Article 25 concerning
Income Tax Installments, and VAT.
Previously before pandemic, the tax rate followed the normal situation, namely Article 21 Income Tax of 5% if the annual
taxable income reaches up to 50 million rupiahs, 15% if the annual taxable income reaches above 50 million rupiahs to 250 million
rupiahs, 25% if the annual taxable income reaches above 250 million rupiahs to 500 million rupiahs, and 30% if the annual taxable
income reaches more than 500 million rupiahs. And Income Tax Article 22 was 1.5% of the purchase price which did not include
value-added tax and was also not final.
Income Tax Article 25 regarding tax installments are also divided into two types of payments. Personal taxpayers of certain
entrepreneurs, are calculated with tax rate of 0.75% of the revenue of every business place monthly, and individual taxpayers other
than certain entrepreneurs, are calculated with tax rate of 25% from taxable income. Regarding VAT, the process of VAT restitution is
becoming more convenience, and final income tax for UMKM, which were calculated with the rate of 0.5% from gross revenue.
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Based on the above explanation, the Indonesian government has been continuing to promote policies that can have a positive
impact on the business world and also trying to prevent Indonesia from entering into a recession. Researchers were interested in
researching tax incentives for Indonesian taxpayers during the COVID-19 pandemic. The research question in this study is “has the
tax incentives been effective during the COVID-19 pandemic?” The purpose of this study was to determine the effectiveness of those
tax incentives.
II. RESEARCH METHOD
In this study, research identification on previous research, research methods, and research data collection needed to be done first.
Previous research that supported this research included those conducted by Aulawi (2020), Kumala and Junaidi (2020), and Suharti et
al. (2020). Aulawi's research results (2020) showed that the policy of issuing Perppu number 1 of year 2020 and tax relaxation was
effective in overcoming the problems of state finances and the unstable economy in the COVID-19 pandemic. Meanwhile, Kumala
and Junaidi's research results (2020) stated that UMKM appreciated the tax incentive policy contained in the Peraturan Pemerintah,
applied these tax incentives and continued to improve tax compliance. Suharti et al. (2020) concluded that tax incentives had
significant positive effect to prevent Indonesia from economic crisis. From the three previous studies, it could be said that tax
incentives were effective in overcoming the problems faced by the business world and economic problems during the pandemic.
Secondly, in this study, the researchers used a qualitative research approach, which explore the relationship and description of
the materiality by gathering and analysing qualitative data (Saraclaers, 1993). The researchers used a literature study methodology and
gathering data by finding, learning, and analysing from numerous literatures in the forms of documents, journals, laws and regulations,
and official news or government publication data whose information was relevant to the research. Data analysis was carried out by
collecting data, reducing data, presenting data, and drawing conclusions.
III. FINDINGS AND DISCUSSION
Government policy during the pandemic has been regulated in Perppu number 1 of 2020 to save the national economy by
focusing on health spending, social safety net, and economic recovery, including for businesses which are directly impacted from the
pandemic. Perppu Number 1 of 2020 places more emphasis on national economic recovery which also regulates tax policies during
the Corona Virus pandemic. The tax policy mentions about changes in income tax rates during the pandemic, enactment of digital
taxes for commerce via electronic systems, and time extension to fulfill tax fillings.
The first taxation policy includes the income tax rate modification for domestic taxpayers and permanent business entities that
was previously 28% in Law Number 36 of 2008 in Article 17 Paragraph (1) and replaced into 22% in the fiscal year of 2020 and 2021,
and lastly replaced to 20% in the fiscal year of 2022. The second tax policy is, in addition to tax rate adjustments in tax policies in
Perppu Number 1 of 2020, the tax treatment on commerce via electronic systems, where these trading will be imposed to tax in the
forms of digital VAT and income tax.
Based on the above explanation, it is reflected that the government is carrying out tax reforms among uncertainty caused by the
negative implication during the pandemic, by paying attention to and supporting the business world to accelerate national economic
recovery. The first tax reform is to provide tax relaxation to the business world, which is to reduce the burden on business activities by
reducing and exempting taxes to minimize price increases and termination of employment for employees. Also, both reduction of
company income tax and import tax and import duty exemption for particular business sectors are intended to increase economic and
investment activities so that they can grow a positive impact on the country overall economy. These are shown in Figure 3.1 as
follows:
Figure 3.1. Tax Reform in 2020
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Source: Indonesia Ministry of Finance (2020)
The third tax policy is to extend the time to exercise rights and fulfill obligations in terms of taxation. Taxpayers can file an
objection to get an extension of time, namely 6 months, and can apply for a reduction and abolition of tax administration sanctions,
which remain a maximum of 6 months. After the emergence of Perppu Number 1 of 2020, it is followed by a derivative regulation,
namely the PMK Number 23 of 2020.
Because PMK Number 23 of 2020 was still insufficient in scope regarding the code of business fields that receive incentives, a
new regulation emerged to replace it, namely the PMK Number 44 of 2020, where this regulation aims to widen the business
industries, so that more industries can take advantage of the tax incentives that are provided. Meanwhile, over time, the period given
was only 6 months, so a new regulation was made, namely Regulation of the Minister of Finance Number 86/PMK.03/2020 with a
period until the end of 2020.
The Indonesian government continued to strive to save the economy and responded to the decline in productivity from business
activities because business activities or business actors had been severely hit by the negative impact from the pandemic. Therefore, in
PMK Number 44 of 2020, the government will be borne the final tax which calculated from PMK 23 of 2020.
PMK Number 23/PMK.03/2020 has stated 4 fiscal incentives, while PMK Number 44/PMK.03/2020 only stated 1 fiscal
incentive. The total will be 5 fiscal incentives, which were:
1. “Article 21 Income Tax Incentive, where the tax incentive is 100% borne by the government; the worker specifications
should be following the established business field codes and the income is not more than 200 million rupiahs per year. The
purpose of this Article 21 Income Tax Incentive is that workers who comply with the business field code (manufacturing
companies) can receive additional income and maintain purchasing power.”
2. “Article 22 Income Tax Incentive on Imports. This tax incentive facilitates 19 manufacturing industry sectors, both at the
location of import convenience for export destinations (KITE) and non-KITE. The incentive is given in the form of an Article
22 Import Income Tax exemption scheme for the 19 special sectors in the manufacturing industry because previously there
were restrictions between countries that required the closure of the inflow of goods.”
3. “Article 25 Income Tax Installment Incentive will be the provision of tax reduction scheme that is raging from 30% to 50%
for specific sector from 19 manufacturing industry that are suitable for KITE and non-KITE."
4. “Value-added tax incentive, which enables more convenience in the process of granting VAT restitution. If the entrepreneur
is an exporter, then there is no nominal limit on the VAT refund, but if the entrepreneur is a non-exporter, the maximum
restitution nominal is 5 billion rupiahs.”
5. “Final income tax incentive for UMKM, which is a final income tax with the tax rate of 0.5% from revenue and will not be
imposed to entrepreneur, but will be borne by the government.”
For those five incentives, the activeness period was only from April to September 2020. PMK Number 86/PMK.03/2020 was
issued in order to give time extension, which extending it to December 2020. The five fiscal incentives were included in one of the six
main focuses of the government in the national economic recovery program (NERP), as shown in Figure 3.1 below:
Figure 3.1. National Economic Recovery Program (NERP)

Source: Indonesia Ministry of Finance (2020)
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The five Incentives contained in the PMK provided by the government through the NERP has a budget that totals to IDR 120.61
Trillion which are distributed as follows:
1. Article 21 Income Tax is IDR 39.66 trillion, along with reserves for expansion of sector coverage and a period of incentive
provision of IDR 14 trillion.
2. Article 22 Import Income Tax Exemption amounting to IDR 14.75 trillion.
3. Article 25 Tax Installment amounting to IDR14.40 trillion.
4. Accelerated VAT refund of IDR 5.80 trillion.
5. Final income tax for UMKM, which is IDR 2.40 trillion.
These were supported by the PMK Number 185/PMK.03/2020, Article 6 Paragraph (4) of which states that the handling of the
COVID-19 pandemic contained in the NERP through tax expenditure includes:
1. Changes in tax rate of income tax for both domestic company taxpayers and for permanent business.
2. Tax treatment in trading activities through electronic systems.
3. Time extension fulfill tax rebate form.
4. Authorization to the Ministry to facilitate customs facilities.
Meanwhile, in relation to tax incentives, Figure 3.2 shows the development of tax revenue in 2020 as follows:
Figure 3.2. State Tax Revenue in 2020

Source: Indonesia Ministry of Finance (2020)
Several types of taxes improved in Q-4 of 2020, including Article 21 income tax, Article 22 income tax, personal income tax,
corporate income tax, Article 26 income tax, final income tax, domestic value-added tax, and value-added tax of imports coincided
with economic recovery, although it can still be said to be in the negative zone. The tax revenue experiencing positive growth was
personal income tax, both year-on-year growth in 2019 and 2020 and Q-1 to Q-4 of 2020.
Based on the NERP and state tax revenue above, it is necessary to see the 2020 tax revenue realization as shown in Figure 3.3
below:
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Figure 3.3. Realization of Tax Revenues in 2020

Source: Indonesia Ministry of Finance (2020)
The total of tax revenue realization during 2020 is amounting to IDR 1,282.8 trillion, this amount is almost reaching the
government target, which now already fulfill 91.3%. Therefore, it can be concluded that the tax revenue realization already recovered
in the fourth quarter of 2020, even though it was still a negative. Economic conditions would also be able to recover from pandemic
since the tax revenue was still growing into better direction.
Tax revenue in Figure 3.2 and its realization in Figure 3.3 above is again strengthened by the implementation of the 2020 State
Revenue and Expenditure Budget which is shown in Figure 3.4 as follows:
Figure 3.4. Implementation of the State Revenue and Expenditure Budget of 2020
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Source: Indonesia Ministry of Finance (2020)
In Figure 3.4, the 2020 state expenditure increased by 12.2% from 2019’s realization, aiming to support the handling of COVID19 and its impact on society and the business world through NERP of IDR 578.8 trillion. In this regard, it can be concluded that the
realization of the NERP, containing business incentives, was indeed effective and significantly helpful. It was also proven that in Q-2
2020 economic growth against Q-3 2020, namely in Q-2 2020, Indonesia's economic growth contracted until falling to -5.32%, and in
Q-3 2020 experienced an increase by 1.83% to be -3.49%. Thus, tax incentives in Indonesia are considered effective in dealing with
the impact of the COVID-19.
These findings were also supported by the results of research by Aulawi (2020) stating that tax relaxation is effective in
overcoming unstable state finances and economic problems due to the COVID-19, namely with other tax policies such as tax rate
adjustments, the treatment of trade tax through electronic systems, extension of the exercise of rights and fulfillment of tax
obligations. These were confirming the results of research by Kumala and Junaidi (2020), stating that UMKM appreciated the tax
incentive policy contained in the Peraturan Pemerintah, applied these tax incentives and continued to improve tax compliance.
The results of this study were also supported by the results of research by Suharti et al. (2020) that showed that tax incentives
had significant positive effect to prevent Indonesia from economic crisis. Furthermore, the results were also in accordance to the the
results of another research by Sopanah and Haikal (2021) that represented the NERP, which contains of 6 main focuses, namely
health, social protection, sectoral ministries/institutions and local governments, UMKM, corporate financing, and business incentives,
is supported by budget refocusing by the government.
This study had implications and limitations. The implications of the research results included both theoretical and practical sides.
Theoritically, the results of this study could explore the concept of Indonesia fiscal incentives during the COVID-19 pandemic,
especially regarding its effectiveness, and as reference material for future researchers. Practically, the result of this study could
become an insight for Indonesian government about overcoming economic problems due to pandemic. The limitation of this study
was that it used a literature study, where the data source gathered was minimum and then presented to produce a general conclusion
regarding Indonesia tax incentives during the pandemic COVID-19.

IV. CONCLUSION
The research results showed that Indonesian tax incentives during the pandemic COVID-19, looked from the realization of the
state revenue and expenditure budget in which there are business incentives, are indeed very effective and very real helping with their
impact on the business world, including the incentive for Article 21 income tax borne by the government, the exemption of Article 22,
the reduction of Article 25, accelerated VAT restitution process, and final income tax for UMKM that are borne by the government.
Furthermore, the researchers provide suggestions or recommendations as follows:
1. Because tax incentives change at any time and tax incentives also exist when under certain conditions, further researchers
who are interested in researching tax incentives must first understand the contents of tax incentives and the purpose of these
tax incentives.
2. The next researchers who are interested in researching Indonesia tax incentives during pandemic can explore other research
materials that are still related to tax incentives by using either qualitative or quantitative research approaches to provide
benefits to stakeholders.
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