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ABSTRACT
The efficacy of the lockdown measures implemented by the Indonesian government 
in mitigating the spread of COVID-19 has been proven, albeit at the cost of significant 
economic repercussions. The Indonesian government expeditiously enacted 
a comprehensive tax and fee reduction policy as a precautionary measure against 
adverse shocks. This study tries to prove (through the SME’s perspective) whether 
the tax incentives provided by the government have a positive impact on SMEs 
in maintaining their sustainable financial performance that leads to the survival-
recovery of SMEs. This study also tries to observe the moderating effect of the 
perceived effectiveness of the implementation of tax assistance to increase the positive 
influence of the policy. Researchers collected data through a survey by distributing 
questionnaires to 1026 SMEs in Cianjur, Sukabumi, Bandung, and Bogor cities and 
Regencies. The data were then analyzed using the PLS-SEM method with the help of 
SMARTPLS version 3. The results showed that tax incentives from the government 
for SMEs have a significant positive effect on their sustainable financial performance 
and survival-recovery of SMEs. Indirectly, government tax incentives positively affect 
SMEs’ survival-recovery via the mediating role of sustainable financial performance. 
In addition, the perceived effectiveness of tax policy implementation positively 
moderates the effect of this relationship, thus increasing the impact of tax incentives 
on sustainable financial performance. In the end, sustainable financial performance 
has been proven to positively influence the survival and recovery of SMEs during 
a pandemic. This research closes with government policy recommendations for 
helping SMEs recover their performance in future crises. 
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В исследовании предпринята попытка доказать в разрезе малого и среднего 
бизнеса, оказывают ли налоговые льготы, предоставляемые правительством, 
положительное влияние на бизнес в поддержании устойчивости их финан-
совых показателей, а также приводит ли эти льготы к восстановлению малого 
и среднего бизнеса. Также предпринята попытка исследовать смягчающий эф-
фект воспринимаемой эффективности реализуемой налоговой политики для 
увеличения ее положительного влияния. Данные для исследования мы собрали 
в ходе опроса, распространив анкеты среди 1026 малых и средних предприятий 
в городах и округах Чианджур, Сукабуми, Бандунг и Богор. Затем данные были 
проанализированы с использованием метода PLS-SEM с помощью SMARTPLS 
(версия 3). Результаты показали, что налоговые льготы для малого и среднего 
бизнеса оказывают значительное положительное влияние на устойчивость их 
финансовых показателей, а также в плане восстановления этого бизнеса в пост-
ковидный период. Налоговые льготы оказывают положительное влияние на вы-
живание и восстановление малого и среднего бизнеса именно через повышение 
устойчивости финансовых показателей бизнеса. Кроме того, воспринимаемая 
эффективность реализации налоговой политики положительно смягчает эф-
фект этой взаимосвязи, тем самым увеличивая влияние налоговых стимулов на 
устойчивость финансовых показателей. В итоге было доказано, что повышение 
устойчивости финансовых показателей положительно влияют на выживание 
и восстановление малого и среднего бизнеса. Данное исследование завершает-
ся рекомендациями в отношение государственной политики, направленными 
на то, чтобы помочь малому и среднему бизнесу сохранить устойчивость своих 
финансовых показателей в возможных будущих кризисах. 

КЛЮЧЕВЫЕ СЛОВА
налоговые льготы, предполагаемая эффективность политики, устойчивость 
финансовых показателей, пандемия COVID-19, малый и средний бизнес

1. Introduction
Measures aimed at curbing the trans-

mission of the COVID-19 pandemic, in-
cluding quarantine protocols and mobility 
constraints (i.e., lockdowns), have resul- 
ted in a deceleration of the global econo-
my. The curtailment of mass production 
due to disturbances in worldwide supply 
chains and diminished overall demand 
persists in impeding investment and un-
dermining the sustainability of commer-
cial enterprises and consumers [1]. 

The crisis has significantly impacted 
the SME sector, a crucial economic com-
ponent. According to a Bank Indonesia 
(BI) survey in March 2021, a significant 
proportion of SMEs, precisely 87.5%, 
were adversely impacted by the pan-
demic. Furthermore, 93.3% of business 
actors in this sector reported decreased 
sales turnover. The circumstance above 
has forced stakeholders within the Pen-
ta Helix corridor to pursue optimal exit 
strategies that facilitate sustainable per-
formance and recovery of SMEs.

Manrejo et al. [2] and Zutshi et al. [3] 
have elucidated how SMEs can sustain their 

growth and endure during times of crisis. 
Their study’s findings indicate that SMEs’ 
enduring expansion and adaptability are 
closely linked to internal and external fac-
tors. A company’s internal components 
that hold significant importance include 
the company’s performance, employee 
performance, and the attributes and per-
formance of managers or company owners.  
Regarding the external sector, the essential 
factors include government participation, 
suppliers, and consumers. The develop-
ment of a sustainable SME business is fa-
cilitated by a combination of internal and 
external factors that work in tandem.

Several prior investigations, including 
those conducted by [4–6], have focused on 
exploring the collective impact of govern-
mental support and the capacity of SMEs 
to innovate and adjust to weather the cri-
sis. The scholarly literature posits that the 
ability of SMEs to adapt and innovate in 
their marketing and service operations  
exerts a substantial impact on the sustai- 
nability of their businesses. 

Simultaneously, governmental aid 
facilitates the implementation of these 
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innovative endeavors [7]. Some studies 
have observed the effect of specific po- 
licy factors on the continuity of SMEs’ 
business. For instance, Le et al. [8] found 
that tax-supporting policy positively in-
fluences SMEs’ survival-recovery. Kur-
niawan [9] also found that the banking 
waiver policy from the government has af-
fected sustainable financial performance. 
Regrettably, based on the researcher’s ob-
servations, prior studies have overlooked 
several aspects. Besides, research on the 
impact of government assistance on the 
sustainability of SMEs during times of 
crisis, particularly in emerging economies 
like Indonesia, remains limited. One of the 
specific policies that is rarely examined is 
the tax incentive policy. 

Commencing in March 2020, the  
government has implemented diverse 
tax incentive programs for commercial 
entities, encompassing SMEs. SMEs are 
eligible for various tax incentives such 
as exemption from PPh 21 and 22, final 
PPh incentives PP 23, incentives for in-
stallments of PPh articles 25 and 29, VAT 
incentives, and exemption from import 
duties for specific categories of goods [10]. 

This study investigates the influence 
of government tax incentives policy on 
SMEs’ sustainable financial performance 
amidst the ongoing pandemic crisis. Fur-
thermore, as one of the study’s novelties, 
the study also observes the potential mod-
erating role of perceived effectiveness of 
incentives implementation in the associa-
tion between the policy and the sustaina-
ble financial performance of SMEs during 
times of crisis. 

It is crucial to monitor the perceived 
effectiveness of the policy. According 
to scholarly research conducted by [10] 
and [11], the perceived effectiveness of 
implementation by society plays a cru-
cial role in achieving the goals of a poli-
cy. The present research builds upon the 
prior works of [4; 13], demonstrating that 
the sustainable financial performance of 
SMEs can be enhanced through strategic 
exploration and government support in 
fostering business networks. This study 
hypothesizes that providing effective 
government tax incentives can positive-

ly impact SMEs’ sustainable financial 
performance. The sound financial per-
formance of SMEs is crucial for their re-
covery and survival amidst the ongoing 
pandemic crisis. Effective policy imple-
mentation will also increase the positive 
effect of the policy incentives. 

This study poses the inquiry as to: 
1. How do SMEs’ tax incentives in-

fluence the sustenance of their financial 
performance and enhance their likelihood 
of survival-recovery amidst the pandemic 
crisis? 

2. Does the moderating effect of SMEs’ 
perception of policy implementation ef-
fectiveness on this relationship increase 
the positive impact of tax incentives?

The study proposes the five hypotheses 
below:

H1: Tax incentives from the govern-
ment directly positively affect the finan-
cial performance of MSMEs as measured 
by ROA, ROE, and ROS.

H2: Government tax incentives also 
positively influence the recovery and con-
tinuity of MSME businesses during the 
pandemic crisis.

H3a: Sustainable financial perfor-
mance directly has a positive effect on 
the survival-recovery of SMEs during the 
pandemic crisis.

H3b: Sustainable financial perfor-
mance positively mediates the relation-
ship between tax incentive policies on the 
survival-recovery of SMEs.

H4: Perceived policy effectiveness 
positively moderates the relationship be-
tween tax incentive policies and sustaina-
ble financial performance.

The subsequent section will provide 
a comprehensive literature review elu-
cidating the theoretical framework em-
ployed and the hypotheses formulated. 
The following section entails an exposi-
tion of the research methodology, encom-
passing an elucidation of the population 
under study, the sample selection process, 
the techniques employed for data collec-
tion, the variables considered, and the 
methods used for data analysis. The sub-
sequent section encompasses the findings 
and analysis, culminating in conclusions 
based on the research outcomes.
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2. Literature Review 

2.1. Literature Discussion on How SMEs 
Maintain Their Financial Performance 

during the Pandemic Crisis and the Role 
of Tax Incentive Policies

The scholarly literature has identified 
two distinct categories of research that in-
vestigate the conduct of SMEs concerning 
sustaining their competitive performance 
and enduring periods of crisis. 

The works [2] and [3] have conceptu-
alized two distinct groups, emphasizing 
the importance of optimizing and inte-
grating SMEs’ external and internal fac-

tors to achieve sustainable performance. 
The triad of external factors comprises 
governmental entities, consumers, and 
other pertinent stakeholders. The endog-
enous factors encompass dimensions of 
organizational performance, human re-
sources, and aspects of the entrepreneu- 
rial acumen of proprietors (Figure 1).

The first research group emphasizes 
the significance of SME participants’ ca-
pabilities in adjusting to the alterations 
and disturbances due to the COVID-19 
pandemic. The initial cohort deliberated 
on the potential of SMEs to persevere and 
thrive amidst a pandemic-induced crisis 

Internal Factors

Performance Employees Owners/Managers

SMEs 
Sustainability

Publication of S Reports
Integration of S Measures 
in Evaluation
Environmental Training
Resource Efficiency

Staff Turnover
Human Resource 
Management
Employee Empowerment
Teamwork & Reward 
Systems
Employees Beliefs

Level of Knowledge & 
Experience
Provision of Safe Working 
Conditions
Implementation Costs
Owners/Managers Beliefs
Motivation

External Factors

Government Cusromers Stakeholders

Pricing Tools
Standards
Regulation

Customers Pressure
Branding
Market Value

Stakeholder Engagement

Engagement

Regional Community

Natural Environment

Figure 1. SMEs’ Sustainable Performance Framework [2] 
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through their unwavering dedication and 
nimble responsiveness to changing mar-
ket conditions, as evidenced by the works 
of [5] and [7]. According to [14], adopting 
technology and innovative financial prac-
tices incorporating digitalization is cru-
cial for enhancing business sustainability 
during the COVID-19 pandemic. This 
adaptation is considered one of the most 
significant innovations for achieving sus-
tainability.

Prior studies have emphasized the 
significance of technology adoption and 
open innovation in facilitating business 
sustainability among women-owned 
SMEs. According to [14], female SMEs can 
enhance their competitiveness and meet 
market demands by adopting open inno-
vation practices in the technology sector, 
expanding their global network of col-
laborators, engaging in the purchase and 
sale of business licenses, updating their 
technological infrastructure, and forming 
partnerships with external entities. Ac-
cording to [6], utilizing online resources 
and expertise to innovate production, 
marketing, and financial aspects is a via-
ble recovery strategy for SMEs.

The second cohort comprises scholars 
concentrating on external entities’ func-
tion in facilitating SMEs’ resilience during 
adversity. The group’s primary focus per-
tains to external factors beyond SMEs’ con-
trol, including government support, con-
sumer conduct, and investor engagement. 
The COVID-19 pandemic is a worldwide 
issue that necessitates a unified approach 
within a nation, thereby underscoring the 
significance of governmental involvement 
in enacting regulations and formulating 
policies that promote the viability and re-
covery of SMEs. 

The works [4–6] and [14] have re-
searched the impact of government assis-
tance on marketing and product innova-
tion processes and its potential to expedite 
business recovery processes. The study 
conducted by Le et al. [8] examines the 
impact of various forms of economic aid 
on the resilience and recovery of SMEs 
in times of crisis. The study revealed that 
implementing capital injections, banking 
relief, social insurance policies, and the 

active involvement of professional as-
sociations had a favorable impact on the 
long-term viability and recovery of SMEs 
in Vietnam.

The Indonesian government has im-
plemented its assistance policies through 
the National Economic Recovery (PEN) 
program, which encompasses a range of 
fiscal measures, including taxation, bank-
ing, social insurance, capital injection, and 
other forms of aid. Providing government 
aid is crucial in optimizing the resources 
at the government’s disposal to sustain 
a country’s macroeconomic state [15].  
The policy above offers significant advan-
tages to SMEs in effectively handling and 
preserving their existing assets, thereby 
enhancing their productivity during ad-
versity. According to [8], utilizing existing 
resources, particularly cash flow, is cru-
cial for improving business performance 
and sustaining profitability and financial 
well-being.

The present study builds upon prior 
research conducted by [14] and [16] in-
vestigating the potential impact of tax as-
sistance policies on sustainable financial 
performance and recovery of SMEs dur-
ing times of crisis, as perceived by MSME 
actors. The study conducted by [8] does 
not incorporate the effectiveness factor in 
examining the ramifications of govern-
ment assistance policies. The work [16] 
employed an econometric analysis utili- 
zing cognitive modeling to evaluate ef-
fectiveness rather than relying on per-
ceived effectiveness from the perspec-
tive of SMEs. This study addresses two 
areas of research that have not yet been 
explored, thus filling essential gaps in the 
existing literature.

The primary hypothesis of this study 
posits that government policies aimed at 
providing tax assistance will positively 
impact sustainable financial performance 
directly, thereby ultimately influencing 
business continuity and the recovery 
of SMEs amidst the ongoing pandemic 
crisis. As per the works of [4] and [12], 
sustainable financial performance can 
be characterized as the capacity of an 
enterprise to uphold its financial status 
quo, thereby ensuring profitability and  
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averting financial adversities. The var-
iable in question is evaluated through 
a subjective appraisal conducted by 
MSME stakeholders regarding their busi-
ness’s Return on Assets, Equity, and Sales 
(ROA, ROE, and ROS). 

The works [4] and [12] have elucida- 
ted that a subjective evaluation of finan-
cial performance was employed due to 
the challenges associated with obtaining 
factual information on the return on as-
sets (ROA), return on equity (ROE), and 
return on sales (ROS) of respondents. It is 
primarily due to the confidential nature 
of this data for SMEs, and not all SMEs 
can compute these ratios consistently. 
Furthermore, subjective evaluations may 
enhance the respondents’ ease and assu- 
rance in articulating their financial per-
formance. Thus, the present research puts 
forth the subsequent hypothesis.

H1: Tax incentives from the govern-
ment directly positively affect the finan-
cial performance of MSMEs as measured 
by ROA, ROE, and ROS.

H2: Government tax incentives also 
positively influence the recovery and con-
tinuity of MSME businesses during the 
pandemic crisis.

The ratios of ROA, ROE, and ROS 
are indicative of a business’s producti- 
vity and profitability. The efficacy of tax 
incentives for SME actors positively im-
pacts their financial performance. Sus-
tainable financial performance enhances 
the likelihood of SMEs’ survival and re-
covery during the pandemic crisis. The 
work [8] characterize the survival and re-
covery of SMEs as a subjective evaluation 
of their success in gradually recuperating 
from the adverse effects of the COVID-19 
pandemic by considering their profita-
bility and financial performance. Con-
sequently, this study proposes the follo- 
wing hypothesis.

H3a: Sustainable financial perfor-
mance directly has a positive effect on 
the survival-recovery of SMEs during the 
pandemic crisis.

H3b: Sustainable financial perfor-
mance positively mediates the relation-
ship between tax incentive policies on the 
survival-recovery of SMEs.

2.2. Research Gap: Examining 
the Moderating Role of Perceived Policy 

Effectiveness of Tax Incentives
The effectiveness assessment holds 

significant importance in determining the 
degree to which the execution of govern-
mental policies has been successful. Prior 
research has examined the impact of po- 
licy efficacy on the attitudes and level of 
public attention toward issues that are the 
focal point of policy formulation. Previous 
research has identified perceived policy 
effectiveness as a variable that mediates 
and moderates the impact of policies or 
phenomena, as evidenced by studies con-
ducted by [10; 11] and [17]. 

The works [10] and [11] researched 
the impact of policy effects on individuals’ 
attitudes and behaviors toward healthy 
living and recycling practices. The study 
revealed that the perceived effectiveness 
of government policies aimed at environ-
mental control facilitated the implementa-
tion of environmental regulations. It was 
attributed to the policies’ clarity, preci-
sion, and expediency.

The present research posits the per-
ceived efficacy of policies among SME 
participants could moderate the influence 
of tax incentive policy factors on sustai- 
nable financial performance, as indicated 
by the results above. The evaluation of the 
construct under consideration involves 
the assessment of the tax assistance pro-
vided to SME stakeholders in terms of its 
practicality, efficacy, and precision. This 
assessment has been documented by [10] 
and [11]and drawn policy implications 
from them. Nevertheless, little research 
has been conducted to investigate the role 
of perceived effectiveness of policy mea- 
sures in predicting recycling behaviour. 
To address this, a model that integrates 
the TPB and NAM was proposed in this 
study, and a street survey was conducted 
to investigate the case. The results illus-
trate that recycling intention is influenced 
by subjective norms, perceived behaviou- 
ral control, moral norms, and awareness of 
consequences, as well as a newly proposed 
construct, namely perceived policy effec-
tiveness. The study proved self-reported 
recycling behaviour (direct behaviour. Im-
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plementing favorable tax incentives can 
positively impact the effectiveness of aid 
received by SMEs. This measure is expec- 
ted to sustain SMEs’ financial performance 
and profitability. The achievement of pos-
itive financial outcomes will ultimately 
enhance the organization’s capacity to 
withstand and recover from the crisis. As 
a result, this study proposes additional 
hypotheses subsequently.

H4: Perceived policy effectiveness 
positively moderates the relationship be-
tween tax incentive policies and sustaina-
ble financial performance.

This research model can be visualized 
in Figure 2.

3. Method

3.1. Data Collection and Sample
The present investigation employs 

primary data from self-reported surveys 
conducted online and offline. Digital 
forms provided by Google are utilized to 
streamline the online survey process. Enu-
merators, comprising students and volun-
teers, are deployed to perform an offline 
survey by distributing questionnaires di-
rectly to potential respondents. Over four 
weeks, specifically from June 5 to June 26, 
2022, a questionnaire was disseminated 
in Indonesian, acquiring data from 1026 
SME participants. 

Most participants in the offline survey 
were derived from West Java province, 

focusing on the City and District of Suka- 
bumi, the City of Cianjur, the City and 
District of Bogor, and the City and District 
of Bandung. Regarding the online survey, 
the questionnaires were disseminated 
non-discriminately through various so-
cial media platforms, such as WhatsApp, 
Facebook, LinkedIn, and Line, without  
geographical limitations.

Enumerators were trained to compre-
hend the questionnaire’s purpose. They 
accompanied respondents during the 
completion process to mitigate the poten-
tial for self-report bias from respondents’ 
confusion while completing the question-
naire. The authors of the online survey 
furnish a brief depiction of the operational 
definition of each cluster of questionnaire 
indicator items that embody variables and 
systematize inquiries in a concise, unam-
biguous fashion. The authors advise the 
participants to use initials instead of their 
full names while responding to the ques-
tionnaire. This measure is intended to en-
sure confidentiality and promote accurate 
survey completion.

The research employed a purposive 
sampling technique that involves selec- 
ting participants based on predeter-
mined criteria that align with the research  
objectives. The samples chosen from SME 
respondents are based on the specific  
criteria below:

1. The respondent is the official owner 
or general manager who the owner trusts.

Perceived 
Policy 

Effectiveness

Tax Incentive 
Policy

Sustainable 
Financial 

Performance

Survival- 
Recovery
of SMEs

Innovative 
Financial 
Practice

Technology 
Adaptation

Control Variable

H4

H1

H2 H3

Figure 2. Research Model
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2. Following Law Number 20 of 2008 
concerning MSME Criteria, the respon- 
dent’s business must have a minimum 
annual sale of 60 to 300 million rupiah 
(taxable income limit).

3. Having a Taxpayer Identification 
Number (NPWP).

4. Have a minimum of 1 to 5 employ-
ees (Law No. 20 of 2008).

5. The business run by the respondent 
must continue to run during the COVID-19 
pandemic starting from March 1, 2020, un-
til the sampling period is carried out.

6. Ever/frequently received tax/duty 
payment relief from the Directorate Gen-
eral of Taxes and Customs and Excise, 
namely: exemption from PPh 21 and 22, 
final PPh incentives PP 23, incentives for 
installments of PPh articles 25 and 29, 
VAT incentives, and exemption from im-
port duties.

7. Researchers avoid choosing ultra-mi-
cro businesses such as street vendors with 
carts or small tents because they are most 
likely unbackable and do not pay taxes.

3.2. Measurement and Variable Definition
The research model’s construct indi-

cators were evaluated through a struc-
tured questionnaire, which aimed to 
gauge the perceptions and opinions of 
the respondents. The variables men-
tioned in the text are assessed through 
a Likert scale ranging from 1 to 5, where 
1 represents strong disagreement, and 
5 represents strong agreement. 

Before administering the official ques-
tionnaire, a pilot study was conducted 
wherein questionnaires were sent to re-
searchers with doctoral degrees in manage-
ment and behavioral economics and signi- 
ficant research experience. The purpose of 
this pilot study was to conduct a peer re-
view of each indicator item. The outcomes 
that have undergone peer review are sub-
sequently employed as source material for 
revising each indicator’s editorial quality. 
After that, a group of 30 participants was 
chosen to complete a preliminary survey 
to assess the dependability and accuracy of 
the structured questionnaire. The final data 
set of the study did not incorporate these 
thirty participants.

The research model construct compris-
es four latent variables, two designated as 
control variables. The study examines the 
relationship between tax incentives policy 
(TIP) as an independent variable, perceived 
policy effectiveness (PPE) as a moderating 
variable, sustainable financial performance 
(SFP) as a mediating variable, and the sur-
vivalrecovery of SMEs (SRS). According to 
Kurniawan et al. [7], innovative financial 
practices (IFP) and technological adapta-
tion capabilities (TA) are recognized as 
significant control variables that exert an 
impact on the dependent variable, as evi-
denced by previous studies.

Table 1 delineates the number of in-
dicators and references employed in con-
structing the questionnaire apparatus.

3.3. Data Analysis
The research data were analyzed using 

a combination of Partial Least Square and 
Structural Equation Modeling (PLS-SEM). 
The PLS-SEM analysis process is execu- 
ted through the utilization of SMARTPLS  
version 3. 

The present study employs the Con-
firmatory Composite Analysis (CCA) 
methodology. It relies on a robust theo-
retical foundation established in prior re-
search, whereby the model construction 
and latent variable indicators are firmly 
grounded. The PLS-SEM methodolo-
gy entails a two-stage analysis process, 
which involves the examination of both 
the outer and inner models. The external 
model comprises a set of statistical analy-
ses conducted to assess the soundness and 
consistency of constructs composed of  
a range of indicators within the survey tool. 

The instrument’s validity was assessed 
through two different measures, specifically 
convergent and discriminant validity. The 
assessment of instrument reliability was 
conducted through the utilization of Com-
posite Reliability (CR) and Cronbach’s al-
pha (CA) metrics. In the CCA approach, any 
latent variable that exhibits CR and CA va- 
lues exceeding 0.70 is deemed reliable. The 
assessment of convergence validity in the 
CCA method involves utilizing the Aver-
age Variance Extracted (AVE) metric, which 
should exceed 0.50, as stipulated by [20].
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Table 1
Measurements and Questionnaire Items

Variable Code Items Reference

Technology 
Adaptation 
(TA)

Definition: SME ability to adopt information technology for 
marketing, reducing operating costs, improving consumer services, 
increasing reaction time between producers and customers, 
producers, and input suppliers, and strengthening trade relations.

[5; 18] 

TA1 I sell and offer products/services online more often through 
social media during the COVID-19 pandemic.

TA2 I joined many online groups/communities on social media 
to get new consumers during the COVID-19 pandemic.

TA3
I primarily sell using e-commerce applications (Shopee, 
TokoPedia, BukaLapak, and others) or Super-App (Gojek, 
Grab, Maxim, and others) during the COVID-19 pandemic.

TA4
I often use online advertising services to market my business 
products/services, such as Facebook Ads, Instagram Ads, 
and Google Ads during the COVID-19 pandemic.

TA5
I often coordinate and communicate with suppliers, sales 
agents, and consumers online via Zoom Meetings or Video 
Calls on social media during the COVID-19 pandemic.

Tax Incentive 
Policy (TIP)

Definition: Various kinds of tax incentive schemes from the 
government for business actors, including SMEs, including 
exemption of PPh 21 and 22, final PPh incentives for PP 23 
installment, incentives for PPh articles 25 and 29, VAT incentives, 
and exemption from import duties for several categories of goods.

[4; 6; 8; 19] 

TIP1
I got a tax reduction/exemption from the government 
(income tax, VAT levy, or import and export duties) during 
the COVID-19 pandemic.

TIP2 I got an extension to pay my outstanding taxes, installments, 
or arrears during the COVID-19 pandemic.

TIP3 The government has provided an exemption/reduction of 
late tax payment fines during the COVID-19 pandemic.

TIP4 The government has suspended my inspection as a taxpayer 
during the COVID-19 pandemic.

TIP5 In general, I feel very helped by the existence of tax 
incentives from the government.

Innovative 
Financial 
Practice (IFP)

Definition: Perceptions and objective opinions of MSMEs regarding 
their ability to use innovative digital financial products/services 
so that business operations and investments are more effective and 
efficient. 

[5; 7] 

IFP1 I use mobile banking/internet banking more frequently 
during the pandemic for buying and selling transactions.

IFP2
I often use digital wallets such as DANA, OVO, and Gopay/
ShopeePay to make it easier for me to transact with sellers 
and buyers during the COVID-19 pandemic.

IFP3 I use legal and safe online loan/credit applications to meet 
my business capital needs during the COVID-19 pandemic.

IFP4 Using digital financial facilities, in general, makes it easier 
for my business operations during the COVID-19 pandemic.
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Variable Code Items Reference

Perceived 
Policy 
Effectiveness 
(PPE)

Definition: Perceptions and objective opinions regarding the 
effectiveness of implementing government assistance policies are felt 
by MSME actors as measured by their subjective assessment.

[11; 17] 

PPE1
The tax incentives provided by the government can be relied 
upon to help my business survive and recover from the 
impact of the COVID-19 pandemic.

PPE2
Government assistance in the form of tax incentives is 
sufficient to help my business survive and recover from the 
impact of the COVID-19 pandemic.

PPE3 In my opinion, government assistance in the form of tax 
incentives has been appropriately targeted to those in need.

PPE4
In general, government assistance in the form of tax 
incentives is effective in helping my business survive and 
recover from the impact of the COVID-19 pandemic.

Sustainable 
Financial 
Performance 
(SFP)

Definition: The ability of a business to maintain financial conditions 
to remain profitable and avoid financial difficulties as measured by 
subjective assessments of positive Return on Assets, Equity, and Sales 
(ROA, ROE, and ROS) during the COVID-19 pandemic.

[4; 13] 
SFP1

What is the current condition of your business’s net 
profit (after tax payment compared to total assets (ROA)) 
compared to the early period of the COVID-19 pandemic?

SFP2
What is the current condition of your business’s net 
profit (after tax payment compared to total Equity (ROE)) 
compared to the early period of the COVID-19 pandemic?

SFP3
What is the current condition of your business’s net profit 
(per total sales (ROS)) compared to the early period of the 
COVID-19 pandemic?

Survival-
Recovery 
of SMEs 
(SRS)

Definition: Subjective assessment regarding business continuity and 
recovery of MSME businesses from the actors’ perspective during the 
COVID-19 pandemic crisis.

[8] 
SRS1 I was able to sustain my business during the COVID-19 

pandemic crisis.

SRS2 I can recover my business after being affected (directly and 
indirectly) by the COVID-19 pandemic.

SRS3 My business has developed gradually after being affected 
(directly and indirectly) by the COVID-19 pandemic.

End of Table 1

Table 2 demonstrates that each indi-
cator item analyzed in this study exhibits 
a loading factor value exceeding 0.70,  
signifying that all indicators accurately  
reflect the construct.

Table 2 illustrates that the comprehen-
sive reliability (CR) and composite relia-
bility (CA) values for every latent variable 
examined in this investigation exceeded 
0.70. Each latent variable in this study ex-
hibited an AVE value greater than 0.50. 
The ratio above values suggests that the 

instrument constructed from this study’s 
latent variables and indicators demon-
strates reliability and validity.

The Heterotrait-Monotrait (HTMT) 
coefficient is a statistical measure utilized 
to assess the discriminant validity of a gi- 
ven research instrument. The work [21] 
have posited that using the HTMT ratio is 
a more precise approach to evaluate dis-
criminant validity in PLS-SEM analysis. 
The HTMT ratio mustn’t exceed 0.90 to 
establish the instrument’s validity. 
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Table 2
Convergent Validity and Reliability Test Result

Variable Item Factor 
Loading

Cronbach’s 
Alpha

Composite 
Reliability

Average Variance 
Extracted

Tax Incentive Policy 
(TIP)

TIP1 0.826

0.899 0.925 0.713
TIP2 0.899
TIP3 0.861
TIP4 0.833
TIP5 0.800

Perceived Policy 
Effectiveness (PPE)

PPE1 0.766

0.852 0.899 0.692
PPE2 0.881
PPE3 0.820
PPE4 0.855

Sustainable Financial 
Performance (SFP)

SFP1 0.899
0.873 0.922 0.797SFP2 0.906

SFP3 0.873

Survival-Recovery 
of SMEs (SRS)

SRS1 0.770
0.809 0.883 0.717SRS2 0.884

SRS3 0.881

Technology 
Adaptation (TA)

TA1 0.888

0.897 0.923 0.706
TA2 0.878
TA3 0.879
TA4 0.841
TA5 0.699

Innovative Financial 
Practice (IFP)

IFP1 0.846

0.780 0.858 0.610
IFP2 0.828
IFP3 0.724
IFP4 0.873

Table 3
Discriminant Validity (HTMT Ratio)

IFP PPE PPE*TIP SFP SRS TA
Innovative Financial Practice (IFP)
Perceived Policy Effectiveness (PPE) 0.208
Moderating Variable (PPE*TIP) 0.066 0.035
Sustainable Financial Performance (SFP) 0.294 0.297 0.022
Survival-Recovery of SMEs (SRS) 0.265 0.160 0.123 0.359
Technology Adaptation (TA) 0.862 0.282 0.021 0.226 0.128
Tax Incentive Policy (TIP) 0.162 0.348 0.189 0.140 0.125 0.216

Table 3 illustrates that the HTMT ra-
tio values for each latent variable are less 
than 0.90, indicating that the research in-
strument is valid for assessing the con-
structed model.

The purpose of assessing the inner or 
structural model is to evaluate the concep-

tual model’s predictive capacity concer- 
ning the independent variable’s variance. 
Thus, four measurement analyses were 
conducted. The R-square (R2) value deter-
mines the coefficient of determination. 

The objective is to ascertain the sig-
nificance level of the collective impact of 
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exogenous factors on endogenous factors. 
Subsequently, the statistical significance 
of the direct and indirect path coefficients 
was evaluated by applying the bootstrap 
technique utilizing a subsample of 5000. 
The examination assesses the t-statistical 
value or p-value, requiring a value less 
than 0.1 to establish a statistically signifi-
cant relationship between the latent varia-
bles. During this phase, the hypotheses in 
the study are tested per the research meth-
odology outlined by [22]. 

Subsequently, a Goodness of Fit ana- 
lysis is conducted to verify the sound-
ness of the overarching structural model 
and assess the collective efficacy of both 
the measurement and structural models. 
The present study analyzed the SRMR, 
NFI, and Chi-Square ratios to determine 
their respective values. The study con-
ducted a predictive analysis of relevance  
using the blindfolding method, which 
was based on cross-validated redun-
dancy as outlined by [22]. Sarstedt, and 
Straub in 2012, the purpose of this paper 
is to review and analyze the use of partial 
least squares structural equation mode-
ling (PLS-SEM.

4. Results
Table 4 contains comprehensive pro-

files of the companies of the participants. 
Most of the SMEs that participated in the 
study were classified as micro-enterpris-
es. According to the Law on SMEs in In-
donesia, micro-enterprises are character-
ized by having a workforce of one to five 
employees, a maximum yearly income of 
US$19,200, and a business asset value not 
exceeding US$3,200. The data analysis in-
dicates that most participants, precisely 
71.05%, reported having a workforce size 
ranging from 1 to 5 employees. Addition-
ally, 52.53% of the respondents reported 
possessing company assets of less than 
US$3,200, while 70.9% reported annual 
revenue of no more than US$19,200. The 
statement accurately reflects the prevail-
ing reality in Indonesia, wherein a signifi-
cant proportion of businesses (98.70%) are 
comprised of micro-enterprises, amount-
ing to over 62 million.

Most enterprises, precisely 90.06%, 
are held by individuals and families. 
Corporations (CV) and limited liability 
companies (PT/Ltd) are subsequent enti-
ties. Regarding the duration of operation, 

Table 4
Business Profile of Respondents

Business Profile Frequency Percentage (%) Business Profile Frequency Percentage (%)

Education Number of Employees

Elementary School 97 9.45% 1–5 729 71.05%

Junior High School 127 12.38% 5–19 236 23.00%

Senior High School 576 56.14% 20–99 51 4.97%

Bachelor 206 20.08% >99 10 0.97%

Master/Ph.D. 20 1.95% Ownership

Annual Revenue (USD) Individual/family 924 90.06%

3,900–19,200 789 76.90%
CV 64 6.24%

19,200–160,000 195 19.01%

160,000–3,200,000 42 4.09% PT/Corporate 38 3.70%

Total Asset (USD) Age of Business

3,200 maximums 539 52.53% <10 years 589 57.41%

3,200–32,000 392 38.21% 10–15 years 249 24.27%

32,000–640,000 95 9.26%
15–20 years 92 8.97%

>20 years 96 9.36%
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most participants (57.41%) have been 
in business for a maximum of ten years. 
Approximately 24.27% of the entities un-
der consideration have been in operation 
for a duration spanning between 10 to 
15 years. The survey results indicate that 
8.97% and 9.36% of the participants have 
reported engaging in business activities 
for 20 years or more. The data suggests 
that many business proprietors possess 
a bachelor’s degree or higher (20.08%).  
It is trailed by those who hold an asso- 
ciate’s degree (12.38%), followed by indi-
viduals with a high school diploma (9.45%), 
and lastly, those who have attained a mas-
ter’s degree or beyond (1.95%).

4.1. PLS-SEM Prerequisites
At a minimum, two conditions must 

be satisfied as prerequisites for conduc- 
ting a PLS-SEM analysis. [20] stated that 
missing values and outlier data must be 
ensured to perform the PLS-SEM test.  
The study yielded a total of 1558 comple- 
ted questionnaires, out of which 532 re-
sponses were found to have missing 
answers. Upon completing the scree- 
ning process, this study’s ultimate sam-
ple size amounted to 1026 participants. 
This study employed a sample size of 
1026, following the recommendation 
of [23], which stipulates that the num-
ber of samples suitable for data analysis  
using the SEM-PLS approach should be 
5–10 times greater than the number of 
indicators. This study comprises 24 indi-
cators, necessitating a minimum sample 
size of 240. Thus, the study’s sample size 
satisfies the requirements.

The PLS-SEM approach necessitates 
the assumption of free multicollinearity 
among the variables construct. The fulfill-
ment of this criterion may be achieved by 
evaluating the internal VIF value via the 
employment of the PLS technique. Ac-
cording to [23], multicollinearity among 
indicators can be inferred if the Variance 
Inflation Factor (VIF) value exceeds 3. 

Table 5 demonstrates that the inner 
VIF value among variables and indicators 
is below 3. Thus, the present research de-
duces that there exists no assumption of 
multicollinearity.

Table 5
Inner VIF Results 

(Common Method Bias Test)
Sustainable 

Financial 
Performance

Survival- 
Recovery 
of SMEs

Innovative 
Financial Practice 2.089

Perceived Policy 
Effectiveness 1.097

Moderating 
Variable 
(PPE*SFP)

1.037

Sustainable 
Financial 
Performance

1.074

Technology 
Adaptation 2.089

Tax Incentive 
Policy 1.135 1.047

According to [23], conducting a mo- 
del fit assessment is imperative to evaluate 
the collective efficacy of both the outer and 
structural model/inner model. According 
to [24], the SMARTPLS website specifies 
specific criteria for determining the suita-
bility of a model. Specifically, a model can 
be considered appropriate if it satisfies the 
condition that the Theta RMS (Root Mean 
Square) value is less than 0.102, the SRMR 
(Standardized Root Mean Square) value is 
less than 0.10 or 0.08, or the NFI value is 
more significant than 0.9 or close to 1. 

Table 6 displays that the NFI value 
of the estimated model is 0.860, indica- 
ting a high level of goodness of fit, and 
the SRMR value is 0.061, below the recom- 
mended threshold of 0.10. The study’s 
findings suggest that the model created in 
the research satisfied the Goodness of Fit 
(GoF) assumption.

Table 6
The Goodness of Fit Test Result

 Saturated 
Model

 Estimated 
Model

SRMR 0.051 0.061

d_ULS 0.765 1.111

d_G 0.305 0.308

Chi-Square 1923.802 1919.576

NFI 0.860 0.860
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4.2. Structural (Inner) Model
The initial step in the structural mo- 

del analysis involves the computation 
of the coefficient of determination. The 
R-square (R2) value acquired from the 
PLS algorithm steps determines this test. 
According to [23], the R2 ratio level can 
be categorized into three distinct levels, 
which are strong (0.75), moderate (0.50), 
and weak (0.25). 

According to Table 7, the R2 value for 
the survival-recovery of SMEs is 0.134. 
Meanwhile, sustainable financial perfor-
mance has a value of 0.070. 

Table 7
Determination Coefficient Test Results

R Square R Square 
Adjusted

Sustainable Financial 
Performance 0.072 0.070

Survival-Recovery 
of SMEs 0.137 0.134

The tax incentive policy exhibits 
a limited explanatory power of up to 14% 
towards the three endogenous variables 
(SRS), with the remaining proportion  
being accounted for by exogenous varia-
bles not included in the model. It’s caused 
the research to be limited in scope as it 
solely concentrates on examining a single 
government policy variable. This variable 
is a crucial determinant in the sustainabi- 
lity and recovery of SMEs, thereby en-
hancing the quality of academic discourse.

The subsequent phase of the inner 
model assessment involves the evalua-
tion of the outcomes obtained from the 
blindfolding ratio. The Blindfolding test 

is utilized to assess the Q2 value, indica- 
ting a construct model’s predictive vali- 
dity [23]. If the value of Q2 exceeds 0.05, it 
can be inferred that the model developed 
in this investigation is suitable for eluci-
dating the phenomenon. 

According to Table 8, the Q2 values of 
the two endogenous variables (SFP and 
SRS) in this investigation exceeded 0.05 
(0.055 and 0.089). The appropriateness 
of the exogenous variables employed for 
predicting the endogenous variables in 
this study can be inferred.

4.3. Hypothesis Testing Result
The inner model analysis procedure’s 

final stage involves verifying hypothe-
ses via the bootstrapping technique. To 
evaluate the degree of relevance of the 
structural model, scholars employed 
5,000 sub-samples to ascertain the level 
of data stability, as [23] reported. The 
present investigation uses a significance 
level ranging from 5% to 10%. It denotes 
the commonly acknowledged threshold 
of significance in economics and manage-
ment studies. 

Table 9 displays the results indicating 
a positive correlation among latent varia-
bles. The findings from the bootstrapping 
analysis indicate that tax incentive policies 
have a statistically significant and positive 
impact on sustainable financial perfor-
mance. Tax incentive policies directly and 
significantly impact the survival-recovery 
of SMEs. Furthermore, tax incentive poli-
cies have a direct and significant positive 
impact on sustainable financial perfor-
mance.

Table 8
Blindfolding Test Result

SSO SSE Q² (= 1 – SSE / SSO)
Innovative Financial Practice 4104 4104

Perceived Policy Effectiveness 4104 4104

Moderating Variable (PPE*SFP) 1026 1026

Sustainable Financial Performance 3078 2909.699 0.055
Survival-Recovery SMEs 3078 2805.408 0.089
Technology Adaptation 5130 5130

Tax Incentive Policy 5130 5130
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Table 9 illustrates that the perceived 
policy effectiveness plays a constructive 
and statistically significant role in mode- 
rating the correlation between tax incen-
tive policies and the sustainable financial 
performance of SMEs. The present study’s 
results indicate the manifestation of “Qua-
si Moderation” as the type of moderating 
effect. The reason for this is that the per-
ceived policy effectiveness has a direct and 
substantial impact on sustainable financial 
performance, and it exhibits a strong corre-
lation with tax incentive policies (PPE*TIP), 
which also significantly influence the sur-
vival-recovery of SMEs. As per [25]’s asser-
tion, the above state is commonly denoted 
as quasi-moderation. 

The graphical representation depic- 
ted in Figure 3 illustrates the interplay be-
tween the moderating factor of perceived 
policy effectiveness, marked as PPE*TIP. 
The present simple slope analysis indi-
cates that SMEs who perceive the effec-
tiveness of implementing tax incentive 
policies as excellent are more likely to sus-
tain financial performance during the pan-
demic. Meanwhile, SMEs that perceive 
neutral or less efficacy of tax incentives are 
less likely to sustain their financial perfor-
mance amidst the pandemic. 

The figure shows that the level of ef-
fectiveness of the green line moderating 
effect (evident from the degree of slope) 
is considerably higher than that of the red 

Table 9
Direct Effect Test Result

Hypothesis Path Coefficient Standard 
Deviation T Statistic P-Value Decision

H1 TIP → SFP 0.059 0.036 1.655 0.098 Supported*

H2 TIP → SRS 0.063 0.036 1.733 0.083 Supported*

H3a SFP→ SRS 0.275 0.033 8.433 0.000 Supported**

H4 Moderating Effect 
(PPE*TIP → SFP) 0.060 0.036 1.665 0.094 Supported*

PPE → SFP 0.245 0.034 7.180 0.000

TA → SRS 0.122 0.044 2.751 0.006

IFP → SRS 0.248 0.045 5.542 0.000
Note: ** Significant in 5% error *Significant in 10% error
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Figure 3. Results of Simple Slope Analysis for Moderating Variables
Note: PPE = Perceived Policy Effectiveness, TSP = Tax Incentive Policy, 

SFP = Sustainable Financial Performance 
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or blue line moderation effect. However, 
overall, the impact of tax incentive policies 
on the sustainable financial performance 
of SMEs is always positively and signifi-
cantly moderated, regardless of whether 
the policies are highly effective, neutral, or 
less effective. Thus, it can be inferred that 
hypothesis H4 is supported.

Table 9 demonstrates that the prere- 
quisites for the mediation association in 
this framework have been met. According 
to [25], for a mediator (intervening) va- 
riable to effectively mediate an effect, the 
independent variable must impact the me-
diator variable, and the mediator variable 
must simultaneously affect the dependent 
variable. The findings above indicate a sta-
tistically significant association between 
all latent variables in a direct manner, spe-
cifically from TIP to SFP to SRS. 

Thus, there is a high likelihood that 
the SFP variable serves as a mediator for 
the TIP variable with the SRS. Examining 
the outcomes of indirect influences is ne- 
cessary to demonstrate this assertion. The 
findings conclude that hypotheses H1, H2, 
H3a, and H4 have been supported, while 
H0 has been refuted. 

Table 10 displays the correlation bet- 
ween latent variables in an indirect manner.

Table 10 demonstrates that sustaina-
ble financial performance is the mediating 
factor between tax incentive policies and 
the continuity and recovery of SMEs. The 
acceptance of H3b and the rejection of H0 
can be inferred.

5. Discussion 
The present study provides theoreti-

cal support for prior research conducted 
by [8; 19; 26]. These studies have demon-
strated that tax policy has emerged as 
a crucial exit strategy for governments in 
the ASEAN region to safeguard business 
actors during the COVID-19 pandemic 

crisis. The policy above offers significant 
advantages to SMEs in effectively over- 
seeing and preserving their existing  
assets, thereby enhancing productivity 
during adversity. 

Utilizing existing resources, particu-
larly cash flow, is crucial in improving 
business performance and sustaining 
profitability and financial well-being, 
as [27] and [28] noted. 

Conversely, the present study refutes 
the conclusions drawn by [29] based on 
their qualitative research, suggesting 
that the employment of tax incentives 
by MSMEs in Indonesia is feeble due to  
inadequate implementation. 

The present discovery possesses en-
hanced validation as it employs a survey 
research method based on quantitative 
analysis. The present study aligns with the 
research conducted by [28], which demon-
strated that implementing tax incentives 
can lead to a growth of 2.38% in China’s 
economy. 

Furthermore, the study has also re-
vealed that the secondary and tertiary in-
dustries witness more significant growth 
in export and import activities when tax 
incentives are provided compared to the 
scenario where no such incentives are  
given. Based on the findings of [28]’s 
study, it can be inferred that the favorable 
economic expansion can be attributed, at 
least in part, to the actions of SMEs that 
capitalize on tax incentives to sustain their 
financial stability amidst a pandemic.

Reducing tax collection or other as-
sociated costs can lead to a decrease in 
overall business expenditures. The pan-
demic has highlighted the collaborative 
efforts between the state, consumers, and 
business people by implementing bill ex-
emptions, fine reductions, and tax install-
ment adjustments. Implementing this po- 
licy may result in a short-term decrease 

Table10
Indirect Relationship Test Results

Hypothesis Path Coefficient Standard 
Deviation T Statistic P-Value Decision

H3b TIP → SFP → SRS 0.064 0.01 1.731 0.083 Supported*
Note: ** Significant in 5% error *Significant in 10% error.
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in State revenue through taxation. Howe- 
ver, over the long term, it may lead to an 
increase in tax collection and the creation 
of employment opportunities as compa-
nies undergo rehabilitation during the cri-
sis period. This assertion is supported by 
the findings of [8; 19; 26]. 

The study demonstrates that poli-
cy effectiveness plays a significant role in 
achieving policy objectives. Implementing 
efficacious incentives facilitates the acces-
sibility of tax assistance for SME stakehol- 
ders, thereby culminating in achieving sus-
tainable financial performance for SMEs.

The research findings are a practical 
impetus for the government, particular-
ly the Directorate General of Taxes and 
Customs and Excise, to continue educa- 
ting SME taxpayers. It will enable them to 
leverage tax incentives during periods of 
crisis effectively. 

According to [30; 31], the Indonesian 
Ministry of Finance data indicates that 
a mere 3.4% or 200 thousand SME tax- 
payers avail themselves of tax incentives 
out of 2.3 million. The greater the num-
ber of SMEs that help themselves with tax  
incentives, the higher the likelihood of 
survival amidst a pandemic crisis. The 
government should enhance the efficacy 
of tax incentive provision implementation 
as it significantly impacts the approach 
and triumph of SMEs in availing them-
selves of this support.

6. Conclusion
Tax incentives represent an essential 

fiscal tool that plays a crucial role in sup-
porting the survival of SMEs in Indonesia 
amidst the financial crisis triggered by the 
COVID-19 pandemic. 

The present study has effectively ad-
dressed the inquiry regarding the integrity 
of the proposition that the government’s 
implementation of a proficient tax incen-
tive policy facilitates the sustenance of the 
financial performance of SMEs, thereby 
ensuring their viability and profitability 
and enabling them to recuperate and up-
hold their business continuity in the face 
of the pandemic crisis. 

The investigation results indicate that 
tax incentive measures directly and fa-

vorably impact the sustainable financial 
performance of SMEs. It is evidenced by 
the positive return on assets (ROA), re-
turn on equity (ROE), and return on sales 
(ROS) observed during the pandemic. 
Tax incentives positively impact business 
continuity and recovery, directly and indi-
rectly, by facilitating sustainable financial 
performance. The financial performance 
of SMEs is positively affected by tax incen-
tives, particularly when SMEs’ perceived 
effectiveness of policies moderates such 
incentives. 

The optimal execution of tax incen-
tive measures yields significant advan-
tages in supporting the financial stabili-
ty of SMEs amidst the COVID-19 crisis. 
Based on the findings and conclusions 
above and the findings from previous 
research, the authors summarize several 
policy recommendations for the govern-
ment, including:

1. Expanding the methods and scale 
of outreach and education of tax incentive 
programs for SMEs, facilitating SME tax 
payments, and exempting tax payments 
during a pandemic.

2. Increasing the effectiveness of dis-
tributing incentives for SMEs. It has been 
proven to increase the chances for SMEs 
to receive tax incentives from the govern-
ment.

3. Maintaining the SME incentive pro-
gram in times of future crises. It is proven 
to help SMEs maintain financial perfor-
mance and recover gradually from the cri-
sis because they can manage cash flow or 
current assets.

Despite achieving the research  
objectives and goals, further efforts are 
required to address certain study limita-
tions. Initially, it should be noted that the 
analysis solely focused on a singular type 
of government financial policy, namely 
the preferential policies implemented by 
the bank. Subsequent research endea- 
vors may explore further prospects for 
deliberations on future studies, encom-
passing diverse financial matters such 
as tax exemption, social insurance pol-
icies, and the involvement of small and  
medium-sized enterprise professional  
associations. 
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Moreover, many extrinsic factors, such 
as the impact of external stakeholders, en-
compassing clientele, vendors, stockhold-
ers, and proprietors, have gone unnoticed. 
Further examination is required to deter-
mine how these parties can employ compre-
hensive analytical approaches to mitigate 
the impact of the pandemic crisis on small 
and medium-sized enterprises (SMEs). 

Subsequent investigations may also 
examine the contributions of employees 
and executives in the realm of administ- 
ration and their facilitation of the en-
terprise’s adaptation towards resilience 
amidst the ongoing pandemic. The above-
mentioned factors will be perceptible  
in the forthcoming period, presenting  
intriguing research opportunities.

References
1. Salisu A.A., Vo X.V. Predicting stock returns in the presence of COVID-19 pandemic: 

The role of health news. International Review of Financial Analysis. 2020;71:101546. https://doi.
org/10.1016/j.irfa.2020.101546 

2. Manrejo S., Yulaeli T. Tax Compliance Model Based on Taxpayers Planned Behavior in 
Indonesia. Journal of Tax Reform. 2022;8(3):298–311. https://doi.org/10.15826/jtr.2022.8.3.123 

3. Zutshi A., Mendy J., Sharma G.D., Thomas A., Sarker T. From Challenges to Creativity: 
Enhancing SMEs’ Resilience in the Context of COVID-19. Sustainability. 2021;13(12):6542. 
https://doi.org/10.3390/su13126542 

4. Alkahtani, A., Nordin, N., Khan, R.U. Does government support enhance the relation 
between networking structure and sustainable competitive performance among SMEs? Journal 
of Innovation and Entrepreneurship. 2020;9(14):1–16. https://doi.org/10.1186/s13731-020-00127-3 

5. Pu G., Qamruzzaman M., Mehta A.M., Naqvi F.N., Karim S. Innovative Finance, 
Technological Adaptation and SMEs Sustainability: The Mediating Role of Government 
Support during COVID-19 Pandemic. Sustainability. 2021;13(16):9218. https://doi.org/10.3390/
su13169218 

6. Najib M., Abdul Rahman A.A., Fahma F. Business Survival of Small and Medium-Sized 
Restaurants through a Crisis: The Role of Government Support and Innovation. Sustainability. 
2021;13(19):10535. https://doi.org/10.3390/su131910535 

7. Kurniawan, Maulana A., Iskandar Y. The Effect of Technology Adaptation and 
Government Financial Support on Sustainable Performance of MSMEs during the COVID-19 
Pandemic The Effect of Technology Adaptation and Government Financial Support on 
Sustainable Performance of MSMEs during the COVID. Cogent Business & Management. 
2023;10(1):2177400. https://doi.org/10.1080/23311975.2023.2177400

8. Le H.B.H., Nguyen T.L., Ngo C.T., Pham T.B.T., Le T.B. Policy related factors affecting 
the survival and development of SMEs in the context of Covid 19 pandemic. Management Science 
Letters. 2020;10(15):3683–3692. https://doi.org/10.5267/j.msl.2020.6.025

9. Kurniawan. Does Banking Waiver Help SMEs to Survive during the Pandemic? The 
Role of Innovative Financial Practices. Jurnal Keuangan dan Perbankan. 2023;27(1):45–64.  
https://doi.org/10.26905/jkdp.v27i1.9593 

10. Prayitno E., Tarigan N.L., Sukmawaty W.E.P., Mauidzoh U., Kurniawati D. The Impact 
of the Covid-19 Pandemic and the Effort of MSME Resurrection in Indonesia. International 
Journal of Social Science. 2022;1(4):533–538. https://doi.org/10.53625/ijss.v1i4.1137 

11. Wan C., Shen G.Q., Yu A. The role of perceived effectiveness of policy measures 
in predicting recycling behaviour in Hong Kong. Resources, Conservation & Recycling.  
2014;83:141–151. https://doi.org/10.1016/j.resconrec.2013.12.009

12. Wang H., Li J., Mangmeechai A., Su J. Linking Perceived Policy Effectiveness and 
Proenvironmental Behavior: The Influence of Attitude, Implementation Intention, and 
Knowledge. International Journal of Environmental Research and Public Health. 2021;18(6):2910. 
https://doi.org/10.3390/ijerph18062910 

13. Su Z., Guo H., Sun W. Exploration and Firm Performance: The Moderating Impact 
of Competitive Strategy. British Journal of Management. 2017;28(3):357–371. https://doi.
org/10.1111/1467-8551.12218

14. Meng L., Qamruzzaman M., Adow A.H.E. Technological Adaption and Open Innovation 
in SMEs: An Strategic Assessment for Women-Owned SMEs Sustainability in Bangladesh. 
Sustainability. 2021;13(5):2942. https://doi.org/10.3390/su13052942

https://doi.org/10.1016/j.irfa.2020.101546
https://doi.org/10.1016/j.irfa.2020.101546
https://doi.org/10.15826/jtr.2022.8.3.123
https://doi.org/10.3390/su13126542
https://doi.org/10.1186/s13731-020-00127-3
https://doi.org/10.3390/su13169218
https://doi.org/10.3390/su13169218
https://doi.org/10.3390/su131910535
https://doi.org/10.1080/23311975.2023.2177400
https://doi.org/10.5267/j.msl.2020.6.025
https://doi.org/10.26905/jkdp.v27i1.9593
https://doi.org/10.53625/ijss.v1i4.1137
https://doi.org/10.1016/j.resconrec.2013.12.009
https://doi.org/10.3390/ijerph18062910
https://doi.org/10.1111/1467-8551.12218
https://doi.org/10.1111/1467-8551.12218
https://doi.org/10.3390/su13052942


Journal of Tax Reform. 2023;9(2):161–180

179

eISSN 2414-9497

15. Shafi M., Liu J, Ren W. Impact of COVID-19 pandemic on micro, small, and medium-
sized Enterprises operating in Pakistan. Research in Globalization. 2020;2:100018. https://doi.
org/10.1016/j.resglo.2020.100018

16. Razumovskaia E., Yuzvovich L., Kniazeva E., Klimenko M., Shelyakin V. The 
Effectiveness of Russian Government Policy to Support SMEs in the COVID-19 Pandemic. 
Journal of Open Innovation: Technology, Market, and Complexity. 2020;6(4):160. https://doi.
org/10.3390/joitmc6040160

17. Shen X., Chen B., Leibrecht M., Du H. The Moderating Effect of Perceived Policy 
Effectiveness in Residents’ Waste Classification Intentions: A Study of Bengbu, China. 
Sustainability. 2022;14(2):801. https://doi.org/10.3390/su14020801

18. Mehta A.M., Ali A., Saleem H., Qamruzzaman M., Khalid R. The Effect of Technology 
and Open Innovation on Women-Owned Small and Medium Enterprises in Pakistan. Journal of 
Asian Finance, Economics and Business. 2021;8(3):411–422. https://doi.org/10.13106/jafeb.2021.
vol8.no3.0411

19. Pirlot A., Collier R., Vella J. Tax Policy and the COVID-19 Crisis. Working paper WP 
20/01. 2020. 24 p. https://doi.org/10.2139/ssrn.3646035

20. Hair J.F., Matthews L.M., Matthews R.L., Sarstedt M. PLS-SEM or CB-SEM: updated 
guidelines on which method to use. International Journal of Multivariate Data Analysis. 
2017;1(2):107–123. https://doi.org/10.1504/IJMDA.2017.087624

21. Henseler J., Ringle C.M., Sinkovics R.R. The use of partial least squares path modeling 
in international marketing. Advances in International Marketing. 2009;20:277–319. https://doi.
org/10.1108/S1474-7979(2009)0000020014

22. Hair J., Hollingsworth C.L., Randolph A.B., Chong A.Y.L. An updated and expanded 
assessment of PLS-SEM in information systems research. Industrial Management & Data Systems. 
2017;117(3):442–458. https://doi.org/10.1108/IMDS-04-2016-0130

23. Hair J.F., Risher J.J., Sarstedt M., Ringle C.M. When to use and how to report the 
results of PLS-SEM. European Business Review. 2019;31(1):2–24. https://doi.org/10.1108/EBR-
11-2018-0203

24. Henseler J., Dijkstra T.K., Sarstedt M., Ringle C.M., Diamantopoulos A., Straub D.W., 
Ketchen D.J., Hair J.F., Hult G.T.M., Calantone R.J. Common Beliefs and Reality About 
PLS: Comments on Rönkkö and Evermann (2013). Organizational Research Methods.  
2014;17(2):182–209. https://doi.org/10.1177/1094428114526928

25. Hayes A.F. Introduction to Mediation, Moderation, and Conditional Process Analysis, 
2nd ed. New York: The Guilford Press; 2018. Available at: https://edisciplinas.usp.br/
pluginfile.php/5725353/mod_resource/content/1/HAYES%20-%20Introduction%20to%20
Mediation%2C%20Moderation%2C%20and%20Conditional%20Process%20Analysis.%20
A%20Regression-based%20Approach%20%282018%29.pdf (accessed: 30.05.2023).

26. Fahim K.E., De Silva L.C., Hussain F., Shezan S.A., Yassin H. An Evaluation of ASEAN 
Renewable Energy Path to Carbon Neutrality. Sustainability. 2023;15(8):6961. https://doi.
org/10.3390/su15086961

27. Wijoyo H., Akbar M.F., Safiih A.R., Prasada D., Yusuf A., Sudarsono A., Widiyanti W. 
The Effect of Tax Stimulus during the Covid-19 Pandemic in Improving the Performance of Tax 
Payers. In: Proceedings of the 2nd Annual Conference on Education and Social Science (ACCESS 2020). 
2020, pp. 481–483. https://doi.org/10.2991/assehr.k.210525.132 

28. Xu J., Wei W. The effects of tax and fee reduction policy on mitigating shock  
of the COVID-19 epidemic in China. Applied Economics. 2021;53(46):5303–5318.  
https://doi.org/10.1080/00036846.2021.1904119

29. Faisol I.A., Hakim T.I.R. Analysis of the Participation of Micro, Small, and Medium 
Enterprises (MSMEs) Taxpayers in Utilizing Tax Incentives Affected by the COVID-19 Pandemic. 
The International Journal of Applied Business. 2021;5(1):71–80. https://doi.org/10.20473/tijab.
V5.I1.2021.71-80

30. Agustina Y., Rahman A., Filianti F. Insentif Pajak: Solusi Tepat bagi UMKM di Masa 
Pandemi Covid-19. Wikrama Parahita: Jurnal Pengabdian Masyarakat. 2021;5(2):149–155. https://
doi.org/10.30656/jpmwp.v5i2.2618 

31. Basri Y.M., Natariasari R., Devitarika B. MSMEs Tax Compliance in Indonesia During 
Pandemic COVID-19: The Role of Risk Preference as Moderation. Journal of Tax Reform. 
2023;9(1):6–18. https://doi.org/10.15826/jtr.2023.9.1.125

https://doi.org/10.1016/j.resglo.2020.100018
https://doi.org/10.1016/j.resglo.2020.100018
https://doi.org/10.3390/joitmc6040160
https://doi.org/10.3390/joitmc6040160
https://doi.org/10.3390/su14020801
https://doi.org/10.13106/jafeb.2021.vol8.no3.0411
https://doi.org/10.13106/jafeb.2021.vol8.no3.0411
https://doi.org/10.2139/ssrn.3646035
https://doi.org/10.1504/IJMDA.2017.087624
https://doi.org/10.1108/S1474-7979(2009)0000020014
https://doi.org/10.1108/S1474-7979(2009)0000020014
https://doi.org/10.1108/IMDS-04-2016-0130
https://doi.org/10.1108/EBR-11-2018-0203
https://doi.org/10.1108/EBR-11-2018-0203
https://doi.org/10.1177/1094428114526928
https://edisciplinas.usp.br/pluginfile.php/5725353/mod_resource/content/1/HAYES%20-%20Introduction%2
https://edisciplinas.usp.br/pluginfile.php/5725353/mod_resource/content/1/HAYES%20-%20Introduction%2
https://edisciplinas.usp.br/pluginfile.php/5725353/mod_resource/content/1/HAYES%20-%20Introduction%2
https://edisciplinas.usp.br/pluginfile.php/5725353/mod_resource/content/1/HAYES%20-%20Introduction%2
https://doi.org/10.3390/su15086961
https://doi.org/10.3390/su15086961
https://doi.org/10.2991/assehr.k.210525.132
https://doi.org/10.1080/00036846.2021.1904119
https://doi.org/10.20473/tijab.V5.I1.2021.71-80
https://doi.org/10.20473/tijab.V5.I1.2021.71-80
https://doi.org/10.30656/jpmwp.v5i2.2618
https://doi.org/10.30656/jpmwp.v5i2.2618
https://doi.org/10.15826/jtr.2023.9.1.125


Journal of Tax Reform. 2023;9(2):161–180

180

eISSN 2414-9497

Information about the Authors
Kurniawan – Ph.D., Lecturer of Management Department, Faculty of Business and Humanities, 
Nusa Putra University, Sukabumi, Indonesia (Jl. Raya Cibolang No. 21, Cibolang Kaler, Kec. 
Cisaat, Sukabumi Regency, West Java 43152, Indonesia), ORCID: https://orcid.org/0000-0003-
0233-1631; e-mail: kurniawan@nusaputra.ac.id 
Agung Maulana – Master of Arts, Lecturer of Management Department, Faculty of Business and 
Humanities, Nusa Putra University, Sukabumi, Indonesia (Jl. Raya Cibolang No. 21, Cibolang 
Kaler, Kec. Cisaat, Sukabumi Regency, West Java 43152, Indonesia), ORCID: https://orcid.
org/0000-0003-3293-0141; e-mail: agung.maulana@nusaputra.ac.id 
Yusuf Iskandar – S.E, M.A., Lecturer of Management Department, Faculty of Business and 
Humanities, Nusa Putra University, Sukabumi, Indonesia (Jl. Raya Cibolang No. 21, Cibolang 
Kaler, Kec. Cisaat, Sukabumi Regency, West Java 43152, Indonesia), ORCID: https://orcid.
org/0000-0002-6790-0105; e-mail: yusuf.iskandar@nusaputra.ac.id

For citation
Kurniawan, Maulana A., Iskandar Y. Tax Incentive Policy and Recovery of SMEs in the post-
COVID Period: The Moderating Role of Perceived Policy Effectiveness in Indonesia. Journal of 
Tax Reform. 2023;9(2):161–180. https://doi.org/10.15826/jtr.2023.9.2.135

Article info
Received June 15, 2023; Revised July 7, 2023; Accepted July 23, 2023

Информация об авторах
Курниаван – Ph.D., преподаватель кафедры менеджмента, факультет бизнеса и гумани-
тарных наук, Университет Нуса Путра, Сукабуми, Индонезия (Jl. Raya Cibolang No. 21, 
Cibolang Kaler, Kec. Cisaat, Sukabumi Regency, West Java 43152, Indonesia), ORCID: https://
orcid.org/0000-0003-0233-1631; e-mail: kurniawan@nusaputra.ac.id
Маулана Агунг – магистр гуманитарных наук, преподаватель кафедры менеджмента 
факультета бизнеса и гуманитарных наук Университета Нуса-Путра, Сукабуми, Индо-
незия Jl. Raya Cibolang No. 21, Cibolang Kaler, Kec. Cisaat, Sukabumi Regency, West Java 
43152, Indonesia), ORCID: https://orcid.org/0000-0003-3293-0141; e-mail: agung.maulana@
nusaputra.ac.id
Искандар Юсуф – S.E, M.A., преподаватель кафедры менеджмента, факультет бизнеса 
и гуманитарных наук, Университет Нуса Путра, Сукабуми, Индонезия (Jl. Raya Cibolang 
No. 21, Cibolang Kaler, Kec. Cisaat, Sukabumi Regency, West Java 43152, Indonesia), ORCID: 
https://orcid.org/0000-0002-6790-0105; e-mail: yusuf.iskandar@nusaputra.ac.id

Для цитирования
Kurniawan, Maulana A., Iskandar Y. Tax Incentive Policy and Recovery of SMEs in the post-
COVID Period: The Moderating Role of Perceived Policy Effectiveness in Indonesia. Journal of 
Tax Reform. 2023;9(2):161–180. https://doi.org/10.15826/jtr.2023.9.2.135

Информация о статье
Дата поступления 15 июня 2023 г.; дата поступления после рецензирования 7 июля 2023 г.; 
дата принятия к печати 23 июля 2023 г.

https://orcid.org/0000-0003-0233-1631
https://orcid.org/0000-0003-0233-1631
mailto:kurniawan@nusaputra.ac.id
https://orcid.org/0000-0003-3293-0141
https://orcid.org/0000-0003-3293-0141
mailto:agung.maulana@nusaputra.ac.id
https://orcid.org/0000-0002-6790-0105
https://orcid.org/0000-0002-6790-0105
mailto:yusuf.iskandar@nusaputra.ac.id
https://orcid.org/0000-0003-0233-1631
https://orcid.org/0000-0003-0233-1631
mailto:kurniawan@nusaputra.ac.id
https://orcid.org/0000-0003-3293-0141
mailto:agung.maulana@nusaputra.ac.id
mailto:agung.maulana@nusaputra.ac.id
https://orcid.org/0000-0002-6790-0105
mailto:yusuf.iskandar@nusaputra.ac.id

