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Abstract

The first COVID-19 case in Indonesia was discovered in March 2020.
Since then, cases of COVID-19 infection have rapidly spread to all regions,
albeit at varying intensities. The government responded with a variety of
policies, including social restrictions, to prevent the spread of COVID-19 cases.
This policy may eventually reduce the pandemic, but it has significant
economic consequences. One of them is a recession in early to mid-2021. Will
it have an effect on poverty and unemployment as well? This research aims to
provide an answer to this question. The study’s goal is to determine how
COVID-19 affects economic growth, unemployment, and poverty. Analytical
methods used in this study include quadrant analysis and path analysis.

According to quadrant analysis, COVID-19 has an impact on both economic
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growth and unemployment, whereas path analysis shows that COVID-19 has a

negative impact on both economic growth and poverty.
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1.INTRODUCTION

The COVID-19 pandemic, which began in Wuhan, China, in December
2019, has spread to almost every country in the world (Liu et al., 2020). The
World Health Organization (WHO) declared the COVID-19 pandemic a global
pandemic by March 11, 2022, citing more than 3 million cases and 207,973
deaths in 213 countries and regions. COVID-19 is not only a global pandemic
and public health crisis, but it is also a massive blow to the global economy and
financial markets. Reduced productivity, loss of life, business closures, trading
breakdowns, and the death of the tourism industry have all had a significant
economic impact all over the world (Pak et al., 2020). In other words, the
COVID-19 pandemic has caused a global health crisis that has quickly turned
into a major shock to the economy and labor market, culminating in a never-
before-seen global job crisis (Lee et al., 2020). The global effects of the
pandemic forced various countries to implement the lockdown policy. As a
result of this policy, the global economy has contracted significantly. According
to the World Bank, the global economy will contract by 5.20 percent this year,
the worst since World War II (World Bank Group, 2020).

The International Labor Organization (ILO) recognizes the COVID-19
pandemic as an economic and employment crisis as well as a health crisis.
Several countries’ economic activity has been stifled in order to prevent a
pandemic outbreak. It has been established that trade and supply chain
disruptions cause negative growth in developing countries (Walter, 2020). At
the same time, the International Labor Organization reports that the crisis has

increased unemployment and underemployment.

On March 14, 2021, following WHO’s lead, the Indonesian government
officially declared COVID-19 a national disaster. Since then, the number of
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COVID-19 cases has been steadily increasing, continuing until December 7,
2021, as depicted in Figure 1. Indonesia experienced two distinct waves of
COVID-19-positive cases. The first wave occurred from January 16 to January
29, 2021, with the second wave emerging on July 14, 2021. The initial wave
was triggered by the Christmas and New Year’s holidays in 2021 and 2022,
causing a dramatic surge in positive case confirmations, peaking at
approximately 13,000 cases (Joyosemito & Nasir, 2021). Subsequently, the
second wave was spurred by the appearance of the Delta variant, known for its
faster transmission rate, leading to a daily confirmation count of 56,000 cases

(Yakhamid & Zaqi, 2021).

In response to these challenges, the Indonesian government introduced a
policy for managing COVID-19, as detailed in Government Regulation of the
Republic of Indonesia Number 21 of 2020. The government’s strategy for
transmission prevention is straightforward: They aim to reduce transmission
risks at three critical junctures, i.e., within households, during travel, and during
outdoor activities. These principles are operationalized through Large Scale
Social Restrictions (PSBB), which were implemented on March 31, 2020
(covid19.go.id). The PSBB, often interpreted as a partial lockdown, restricts
public mobility by transitioning traditional offline activities, such as schools,
offices, and religious gatherings, to online platforms and by limiting public

transportation options.
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Figure 1. Development of COVID-19 positive case confirmations in Indonesia
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The government’s lockdown policy has had a substantial impact on
global economic activity. In response, communities have curtailed their
mobility and economic engagements, leading to disruptions in business
operations. Simultaneously, this economic transition has influenced both
companies’ demand for workers and the willingness and capacity of individuals
to perform their jobs. This raises an intriguing question: When the economy
experiences a shock, how does it affect employment conditions? Regrettably,
most available post-crisis data pertains to high-income countries, leaving us
with limited systematic knowledge about the crisis’s impact on labor markets

in developing countries (Khamis et al., 2021).

The government’s policy of Large-Scale Social Distancing has
significant implications for the health, social, economic, security, and political

domains. These ramifications extend to heightened poverty and increased
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unemployment (Azis, 2021). Large-Scale Social Distancing, which was
subsequently replaced by the Restriction Against Community Activities on
January 7, 2021 (Nugroho, 2021), has left a lasting imprint on various facets of

Indonesian society.

Indonesia is currently facing a recession characterized by a series of
ongoing declines in economic growth. This situation has a tangible impact,
putting millions of people at risk of falling into poverty. Research highlights
that the economic upheaval caused by the pandemic has resulted in decreased
economic activity and reduced household spending, further intensifying the
issue of poverty. Nevertheless, there is still a need for in-depth exploration
regarding the extent to which these economic shocks affect poverty and the
specific mechanisms through which this impact is felt, particularly within the

context of Indonesia.

Several studies have found that COVID has an effect on economic
performance. Khamis et al. (2021) found that COVID-19 had a severe negative
impact on the labor market in all regions. Drawing from high-frequency
telephone survey data, they demonstrate that across all nations, there has been
a significant reduction in the number of jobs. This decrease in employment is
evident through work stoppages, reduced work hours, and the broad economic
repercussions of the pandemic, resulting in substantial income losses.
Additionally, further disruption is observed in the form of partial or absent wage

payments to workers and shifts in employment status.

Suparmono (2020) analyzes the impact of the COVID-19 pandemic on
poverty in Kulon Progo Regency and concludes that COVID-19 increased the
number of poor people. This finding aligns with UNICEF’s (2021) research,
which emphasizes the significant economic hardship caused by COVID-19 on
household finances. In the report, UNICEF presented five key findings as
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follows: 1) the severe impact of COVID-19 on household finances, 2) while
social assistance is reaching most individuals in need, it’s not reaching
everyone, 3) the unfortunate trend of children missing out on education and
healthcare, 4) the increased caregiving responsibilities taken on by women, and

5) the emerging concern of food insecurity among vulnerable groups.

Gotu and Tadesse (2023) researched the effects of COVID-19 on
inflation, unemployment, and GDP in Africa. This research uses a spatial
approach to analyze the effect of COVID-19 on economic performance and

finds that it has a negative effect on unemployment, inflation, and GDP in

Africa.

Suryahadi et al. (2020) assessed the effects of COVID-19 on poverty
through economic growth. Under the most conservative economic growth
scenario, COVID-19 is projected to raise poverty rates by 0.5 percent.
Conversely, 1f the worst-case scenario for the impact of poverty on economic
growth materializes, COVID-19 could result in a 3.2 percent increase in the

number of people living in poverty.

This study will align with earlier research, commencing by outlining two
main problems: 1) to what extent the economic crisis caused by the COVID-19
pandemic impacts economic growth in Indonesia, and 2) whether the change in
economic growth during the pandemic impacts the number of Indonesians who

are unemployed or living in poverty.
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Figure 2. The trend of economic growth, unemployment, and poverty level 2019-2021 in
Indonesia
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Figure 2 illustrates Indonesia’s economic growth, poverty levels, and
poverty rates by semester, spanning from the first semester of 2019 (pre-
pandemic) to the first semester of 2021 (post-pandemic recovery). The graph
offers a clear snapshot of the interconnected shifts in economic growth,
unemployment rates, and poverty as the pandemic unfolds. However,
discerning whether these changes are directly attributable to the pandemic,
particularly in terms of its impact on unemployment and poverty, remains a
challenge. None of the studies conducted previously have discussed the impact
of the COVID-19 pandemic on economic growth, unemployment, and poverty
and its transmission mechanisms. Consequently, there is a pressing need for
research that investigates the pandemic’s influence on economic growth,
unemployment, and poverty, including both direct and indirect mechanisms.
This is particularly relevant in the context of developing countries like

Indonesia. To the best of our knowledge, no similar study has been conducted
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in Indonesia to address these critical questions. This research gap will be filled

by this paper.

2.LITERATURE REVIEW

2.1 COVID-19 Pandemic

Before the COVID-19 pandemic, the world already had experience with
coronaviruses (Inegbedion, 2021). SARS, which occurred from 2002 to 2003,
and the Middle-East Respiratory Syndrome (MERS), which attacked several
Middle Eastern countries and others in 2012 (Zhong et al., 2003), demonstrated

that coronavirus was not the first crisis in the world.

SARS has not had a disastrous impact. It only causes a mild infection in
immunocompromised people and was not thought to be highly pathogenic in
humans until it circulated in China’s Guangdong province in 2002 and 2003
(Zhong et al., 2003). The total number of infections reached 8,437. Of these,
813 (9.6%) were fatal, while 7,452 (90.4%) were declared cured (WHO, 2003).

MERS was detected in only a few cases. Despite this, the MERS
mortality rate is around 60% (WHO, 2013). As a result, the total number of
SARS and MERS cases is 8,492. Jordan reported the first documented case of
MERS in early 2012. There are currently 55 laboratory-confirmed cases
worldwide. The remainder came from countries in the Middle East (Qatar and
the United Arab Emirates), as well as Tunisia, France, Germany, Italy, the
United Kingdom of Great Britain, and Northern Ireland in Europe (WHO,
2013).

The coronavirus, also known as COVID-19, first appeared in China in

2019. It is known as SARS-CoV-2 and is related to the Coronavirus (Zhu et al.,
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2020). This new coronavirus type has never been identified in humans, and the
disease it causes has been designated as Coronavirus 2019 (COVID-19) by the
World Health Organization (Bawazir et al., 2020). Since its discovery in 2019,
the virus has spread to over 166 countries, causing severe morbidity and
mortality (Wu et al., 2020). The world had 5,103,006 COVID-19 cases on May
14, 2020, with 109,536 deaths (2.15% of total infections).

2.2 COVID-19 Pandemic, Economic Activities, Unemployment, and
Poverty

The COVID-19 crisis has precipitated substantial changes in every
aspect of society and led to economic limitations, the implementation of
physical distancing policies, and a reduction in demand for oil products (Ozili,
2020b). The pandemic triggered a severe economic crisis that had an
unprecedentedly massive impact on the entire global economy, severely
restricting economic activity in every country (Copenhagen Economics, 2020).
COVID-19 is likely to increase the fiscal deficit and monetary burden, raise the
risk of macroeconomic instability, decrease migration and remittances, reduce
income from travel and tourism, and result in the demise of micro, small, and
medium-sized enterprises and informal businesses. This could deepen poverty

and heighten the risks of hunger and food insecurity (Rasul et al., 2021).

A lockdown restricts human activity movement and has a significant
impact on both rural and urban communities. This affects the economy of the
country. Lewis (1954) assumed that the economy of a country was divided into
two parts: traditional and modern. Traditional rural economies are dominated
by agriculture, while modern urban economies are fueled by industry. The
COVID-19 pandemic, which requires travel restrictions, has significantly

impacted a number of economic sectors, e.g., trade, industry, education, and
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lodging services. The drop in economic activity in various sectors reduced GDP
and slowed the rate of economic growth (Aliah, 2020; Rahayu & Muharam,
2021).

COVID-19 has had an adverse impact on unemployment and GDP (Gotu
& Tadesse, 2023). The unemployment rate has significantly increased since the
outbreak of the pandemic. A comparison of countries’ GDP before and after the
pandemic indicates a substantial decline, albeit varying across nations. The
2021 World Economic Outlook by the International Monetary Fund (IMF)
indicates that the global economy contracted by approximately 3.2% in 2020
when measured on an annualized basis (International Monetary Fund, n.d.).
COVID-19 also has significant implications for social policies and the
socioeconomic well-being of citizens, particularly the sharp decline in
economic activity (Ozili, 2020a). Barnett-Howell and Mobarak’s (2020)
findings suggest that the economic and social cost of lockdowns in the world’s
poorest countries may be higher because of the disruption to economic activity

in the face of public health threats as well as to people’s lives.

2.3 Empirical Review

Numerous studies have analyzed the relationship between COVID-19,
economic performance, unemployment, and poverty, encompassing a range of

countries at different scales. This section will review pertinent research for this

paper.
2.3.1 Crisis and Economic Growth

In Indonesia, UNICEF conducted a study on the impact of COVID-19
on household socioeconomics involving 12,216 households from 34 provinces.
According to this study, nearly three-quarters (74.3 percent) of households

interviewed in October-November 2020 reported lower income than in January
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2020. The COVID-19 pandemic resulted in a greater drop in income for urban
households than for rural households. Many previously prosperous households
have become or are on the verge of becoming impoverished. Furthermore, the
study discovered that lost income was not the primary challenge during the
COVID-19 pandemic. Almost a quarter of respondents (24.4 percent) reported
an increase in their spending, particularly on groceries and other necessities

such as internet and cell phone costs (UNICEEF et al., 2021).

Brata et al. (2021) looked at how COVID-19 affected inequality as
measured by the Gini Index. According to the findings, provinces with more
COVID-19 cases saw an increase in urban inequality while rural inequality
decreased. This means that COVID-19 affects cities more than rural areas.
According to the study, provinces with a high number of COVID-19 cases and
deaths have a lower proportion of poor people. This study provides preliminary
evidence that COVID-19 has a distinct impact on spatial inequality and poverty

rate.

COVID-19 caused an economic crisis in many East Asian countries. The
measures taken to control the pandemic led to significant economic
consequences, such as disruptions to tourism and travel, supply chains, and
labor availability, resulting in reduced economic growth. The current situation

is leading to a sharp increase in unemployment and poverty (Menon, 2020).

The economic crisis that occurred after March 2020 had a significant
impact on all sectors of the Indian economy. In agriculture, farmers encountered
disrupted supply chains, limited market access, weakened demand, and
declining output prices. Micro and small enterprises in the industry were the
most severely affected. The crisis ultimately resulted in a minimum loss of 15

million jobs (Ramakumar & Kanitkar, 2020).
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2.3.2 Crisis and Unemployment

The government and economic actors are still working on crisis
solutions. As a result, it is critical to comprehend how the pandemic affects
labor markets in developing countries (Khamis et al., 2021), as unemployment
has a negative impact on the country’s economy by reducing the demand for

goods and services and wasting human resources invested in education.

According to a study conducted in Bangladesh, COVID-19 has a
significant negative impact on the lives of the country’s marginal population.
Many people in the informal sector have lost their jobs and income as a result
of the pandemic. Across the country, unemployment and poverty have
increased in both urban and rural areas. Bangladesh’s non-inclusive economic
welfare has prevented economic growth success over the last few decades by
preventing the poor from becoming extremely poor. As a result, the Bangladesh
government must implement more job-oriented economic policies in order to

increase job opportunities and reduce poverty and disparities (Hossain, 2021).

In South Africa, COVID-19 interventions have worsened the pre-
existing high rates of unemployment and poverty. The health response to
COVID-19 led to the temporary closure of the South African economy and
limited in-person services in the tourism, hospitality, and personal service
industries. These industries, however, are the primary job creators in middle-

and high-income nations (Altman, 2022).

2.3.3 Crisis and Poverty

According to the 2020 Fiscal Policy Agency-Ministry of Finance, the
economic shocks caused by the COVID-19 pandemic affected all Indonesians.
However, children and youth suffered disproportionately as a result of

household income decline and the inability to improve their economic situation.
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Nonetheless, the government’s social protection program in 2020 was able to
mitigate the pandemic’s impact on poverty. Without sustainable emergency
action, Indonesia risks falling behind schedule in meeting the Sustainable

Development Goals.

The lockdown efforts have affected the Indonesian economy, causing it
to contract. This is due to the high level of uncertainty, which discourages
businesses from investing. As a result, unemployment levels have increased,
affecting the sustainability of businesses. Furthermore, the rise in
unemployment leads to an increase in poverty in society (Fatmawati & Preatin,

2022), especially among those directly affected by COVID-19 (Yulianto, 2020).

3.METHODOLOGY

3.1 Data Source

This study makes use of secondary data obtained from a variety of
sources, including: 1) the official publications of the National Statistics Office
(BPS-Statistic of Indonesia) for various time periods (accessed from bps.go.id),
2) the ourworldindata.org website, and 3) the kawalcovid19.id website for
comparability purposes of the data of COVID-19 cases covered into natural

logarithm.

3.2 Data Analysis Method

This study employs quadrant and path analysis. A quadrant analysis is a
descriptive analysis that is performed to map one variable to another (Bahri,
2004). Martilla and James (1977) were the first to propose quadrant analysis,
also known as Importance Performance Analysis (IPA) (Suhendra &

Prasetyanto, 2016). Martilla and James used IPA for the first time in marketing
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research and consumer behavior. Quadrant analysis has recently been applied
to other types of research, including hospital services and government

economic development performance (Martilla & James, 1977).

The basic idea behind IPA is to divide research objects into two-
dimensional quadrants based on variables. The average value of all objects or
the value of objects at a higher level serves as the boundary variable between
quadrants (Martilla & James, 1977). Quadrant analysis is used in this study to
map out provinces based on economic growth, unemployment rate, and poverty

rate.

Path analysis is a technique for determining the indirect relationship
between two variables via intermediate variables (Narimawati et al., 2020).
This method is also referred to as causal modeling. Path analysis is used in this
study to determine two models. First, through the intermediary variable, there
1s an indirect relationship between the COVID-19 case variable and the poverty
rate variable (economic growth rate and the unemployment rate). Second,
through the intermediary variable, there is an indirect relationship between the
COVID-19 case variable and the unemployment rate variable, as well as the
COVID-19 case variable and the poverty level variable (economic growth rate).
Figure 3 depicts the path analysis model.

Figure 3. Path analysis model

L
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4. DISCUSSION

4.1 General Overview

In Indonesia, the unemployment rate has generally decreased over the
last ten years. According to Figure 4, the highest unemployment rate occurred
in August 2011, while the lowest occurred in February 2020. The
unemployment rate rose again in August 2020, just a few months after the
COVID-19 virus entered Indonesia. The pandemic resulted in the
unemployment of 2.56 million Indonesians in August 2020, according to BPS-
Statistics. This equates to approximately 1.26 percent of the total working-age
population. Meanwhile, it is estimated that 1.77 million people are temporarily
unable to work due to COVID-19, accounting for 0.87 percent of the total
working-age population (BPS, 2020).

Figure 4. Unemployment trend in Indonesia

Source: BPS (2021)

The additional unemployed population increased by 1.84 percentage
points between 2019 and 2020, reaching 2.67 million people (Table 1).

According to regional typology, the increase in unemployment in urban is
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greater, with an incremental open unemployment rate of 2.69 percentage points.
The labor force participation rate (LFPR) increased by 0.24 percentage points,

with females increasing while males decreased.

Table 1. The working age population and the workforce in Indonesia 2018-2019

Status of Employment August August August Changes in August Changes in August
Situation 2018 2019 2020 2018 — August 2019 2019 — August 2020
1) (@) 3 “4) (&) (6) (7 ®)

Million Million Million Million Million Million Million
People People People People People People People

Working-Age Population 198.13 201.19 203.97 3.06 1.54 2.78 1.38
Workforce 133.36 135.86 138.22 2.50 1.87 2.36 1.74
Employed 126.29 128.76 128.45 2.47 1.96 -0.31 -0.24
Unemployed 7.07 7.10 9.77 0.03 0.42 2.67 37.61
Non-Workforce 64.77 65.33 65.75 0.56 0.86 0.42 0.64
Percent Percent Percent Percent Point Percent Point
Unemployment 5.30 5.23 7.07 -0.07 1.84
Urban 6.44 6.29 8.98 -0.15 2.69
Rural 3.97 3.92 4.71 -0.05 0.79
Workforce Participation 67.31 67.53 67.77 0.22 0.24
Male 82.80 83.25 82.41 0.45 -0.84
Female 51.80 51.81 53.13 0.01 1.32

Source: BPS (2020)

The unemployment rate in Indonesia in 2020 has risen (Table 1). It has
been suggested that social mobility constraints have contributed to the rise in
unemployment. The unemployment rate should ideally be broken down by
sector to provide a clear picture of which industries are significantly impacted.
However, because sector-specific unemployment data are unavailable, it can be

approached by examining the distribution of the working population by
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economic sector. According to Indonesia’s BPS-Statistics, manufacturing,
construction, and education have all experienced a decline in labor absorption.
On the contrary, employment in trade, services, information, communication,
and agriculture has increased. The fastest-growing trend in employment is in

the agricultural sector.

Figure 5. Percentage of working population by main occupation
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Source: BPS (2020)

In contrast, the population that was employed in 2020 as laborers or
employees saw the biggest decline, with a 4.28 percentage point decline. On
the other hand, there was a 2.8 percentage point rise in family/unpaid
employees. In addition, the proportion of workers in the unorganized sector rose
by 4.56 percentage points in 2020. Workers who work fewer than 35 hours per

week on a part-time basis climbed by 7.19 percentage points.
4.2 Quadrant Analysis

4.2.1 Economic Growth and Unemployment Pattern

A spatial description of the relationship between economic growth and
the unemployment rate can be provided via quadrant analysis (Figure 6). A time

reference group must be established, including before the occurrence of
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COVID-19, when COVID-19 first appeared (Semester 1 2020), in the middle

of COVID-19’s occurrence (Semester 11 2020), and the current conditions, in

order to determine the extent to which COVID-19 influences the pattern of the

relationship between the two variables (Semester 1 2021).

Figure 6. Pattern of relationship between economic growth and unemployment before COVID-
19 and at the beginning of COVID-19
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West Sulawesi, and North Maluku. When COVID-19 started to enter

Indonesia, which is anticipated around March 2020, there was a change in

stance. The provinces of Central Java, Yogyakarta, East Java, Bali, West

Nusa Tenggara, South Kalimantan, Southeast Sulawesi, and West Sulawesi

were moved to a collection of provinces with low rates of growth and

unemployment. These provinces’ economic performance is impacted by the

existence of COVID-19. However, adjustments to economic development

are not necessarily detrimental.

Figure 7. Relationship pattern between economic growth and unemployment
at the beginning of the COVID-19 outbreak and during the COVID-19 outbreak
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Figure 7 shows that despite a strong economic performance, the number
of COVID-19 cases in Indonesia increased in Semester II 2020 (mid-COVID-
19). West Java Province, which had previously been in the quadrant with high
economic growth and high unemployment, moved to the group with a low
growth rate and high unemployment during this time, in contrast to The Special
Capital Region of Jakarta. Yogyakarta, East Java, West Nusa Tenggara, East
Nusa Tenggara, West Kalimantan, and South Kalimantan, meanwhile, have
achieved economic growth and unemployment levels similar to those of pre-

COVID-19.

In the first semester of 2021, the COVID-19 pandemic is still causing
cases. Since the pandemic started, the state of the economy has mostly
improved. On the other hand, compared to last semester, this semester’s
national economic growth was a little bit more sloped. Figure 8 shows the West
Java province, which was earlier categorized as having low economic growth,
moving back onto the path of strong economic growth. The province’s
unemployment rate, however, is still very high. East Kalimantan’s transition
from the low economic growth and low unemployment cluster to the high
economic growth cluster is a fascinating result. As a result, in Semester I 2021,
East Kalimantan’s GDP grew. The province’s unemployment rate has increased
concurrently with Yogyakarta, Central Java, and East Java all during this time

period.
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Figure 8. Relationship pattern between economic growth and unemployment
during COVID-19 outbreak and the recent conditions
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4.2.2Unemployment and Poverty Rate Pattern

The provinces of Central Java, Yogyakarta, East Java, and Bali are

shown in Figure 9 as having secure conditions, including low unemployment

and low poverty. These provinces didn’t move much when COVID-19 started

to invade Indonesia. In a similar vein, even if COVID-19 has started to enter

the provinces of Nanggroe Aceh Darussalam, Maluku, and West Papua, they

still hold the distinction of being places with high unemployment and poverty.
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Instead, the previously high unemployment-rate provinces of North Sumatra

and Riau switched to the low-unemployment groupings.

Figure 9. Relationship pattern between unemployment and poverty
before and at the beginning of the COVID-19 outbreak in Indonesia
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A small change to Semester II 2020 is depicted in Figure 10. The

provinces of West Papua and Nanggroe Aceh Darussalam relocated to places

with better conditions, such as those with lower levels of poverty, yet both

continue to be in high unemployment areas. The adverse condition was present

in a number of provinces, including West Nusa Tenggara, Yogyakarta, East

Java, and Central Java, where poverty remained at a low level, but

unemployment increased. Since before the pandemic, the provinces of the
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Special Capital Region of Jakarta, West Java, and Banten have continued to

experience high unemployment and low poverty.

Figure 10. Relationship pattern between unemployment and poverty
at the beginning of COVID-19 and during COVID-19
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Figure 11 depicts the various conditions that existed during Semester II

2021. There is no significant poverty or unemployment in any of the provinces.

Previously labeled as high-poverty, Maluku province has been shifted to low-

poverty. As a result, Maluku prospered better during this time. West Sumatra

Province experienced the

same scenarlo,

successfully lowering its

unemployment rate to the low unemployment and low poverty quadrant.
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Figure 11 Relationship pattern between unemployment and poverty
during COVID-19 outbreak and in the recent conditions
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In conclusion, it can be said that during the COVID-19 era, provinces

with high unemployment and poverty rates shifted to areas with high

unemployment and low poverty. Additionally, when COVID-19 entered,

provinces that had previously been designated as having low unemployment

and low poverty moved to regions with high unemployment and low poverty.

West Sumatra, the Special Capital Region of Jakarta, West Java, Banten, and

North Sulawesi are the provinces that have not changed. This demonstrates that

COVID-19 has a favorable effect on unemployment but a detrimental effect on

poverty in terms of rates of both. A path analysis of COVID-19 and poverty was

carried out to learn more about these phenomena, as described in the following

section.
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4.3 Path Analysis’s Result

The path analysis found a direct correlation between COVID-19 and
poverty, with a coefficient of -0.31. Economic growth is an intervening variable
that does not statistically function because its direct effect is smaller than its
path coefficient and determinant coefficient. The COVID-19 pandemic may be
the reason for the decline in poverty. The government also gave social
protection support to the community in the form of food and money when
COVID-19 reaction regulations such as large-scale social restrictions (PSBB)
and community activity restrictions (PPKM) were put into place. It is believed
that this aid can reduce poverty in the wake of the COVID-19 outbreak. This is
in line with Arafah’s (2020) study, which discovered that social aid from the
government raises household welfare. Financial stability, food security, and
mental health in households can all be greatly enhanced by social support
(Londoo-Vélez & Querubin, 2022). Both Muga et al. (2021) and Fadillah and
Utami (2022) assert that support from the government can help in meeting

essential daily necessities.

Figure 12. Path analysis’s result of the relationship between
COVID-19 case, economic growth, unemployment, and poverty
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Figure 12 demonstrates that COVID-19 either directly or indirectly
contributes to a rise in unemployment. For the informal employees, the
introduction of PPKM and PSBB has created a challenging position. Despite
their desire to work, they must remain at home. On the other hand, businesses
or organizations are obligated to implement a work-from-home (WFH) system
(Purwanto, 2020). Some companies might even have to temporarily cease
operations. Due to this entire closure, a number of enterprises whose ability to
operate depends on having employees at their site are no longer able to produce.
Operating costs and employee salaries must still be paid at the same time. In the
end, it was necessary for many enterprises to fire their employees (Muslim,

2020).

5. CONCLUSION

Beginning in 2020, the COVID-19 virus was discovered for the first time
in Indonesia. According to the forecast, the national economy saw a direct
contraction in Semester I 2020. Instead, the rate of unemployment slightly
decreased before rising sharply the next semester. It is believed that new
business sectors performing staff rationalization in the wake of Semester I’s
economic crisis are to blame for the delay in falling unemployment. The
number of COVID-19 cases is growing, while poverty is increasing at the same

time.

The quadrant analysis shows that provincial economic conditions,
unemployment rates, and poverty levels have changed. Before the COVID-19
pandemic, provinces that were in the ideal zone moved into the less ideal zone.

Therefore, it is possible to make the preliminary conclusion that COVID-19 has
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a geographical link with both unemployment and economic growth. However,

the correlation between unemployment and poverty has not changed noticeably.

Meanwhile, the path analysis reveals that COVID-19 has an impact on
unemployment both directly and indirectly through economic growth. The
lockdown policy has prevented commercial domains from using its laborers for
a considerable amount of time. On the other hand, because of their restricted
mobility, workers in the informal sector are unable to move around freely. The
fact that COVID-19 and poverty have a negative relationship both directly and
indirectly 1s an interesting result. This might be due to the existence of
government social assistance programs during the epidemic, which has kept

poverty under control.

These findings carry substantial implications for economic development
and preparedness in the face of future pandemics. The widespread recognition
of COVID-19’s profound influence on economic growth, unemployment, and
poverty underscores the critical value of the insights generated by this study for
informed population planning. Policymakers can harness these findings to craft
more precise and effective economic development policies. Policies aimed at
developing family resilience are required to ensure that the community can
withstand and thrive when faced with crises. Aside from direct relief, numerous
supplemental initiatives might be pursued, e.g., assisting households and the
micro-business sector, strengthening the promotion of their products in digital
markets, and improving the caliber of human resources through various training
programs, thereby providing individuals with the opportunity to secure long-

term and dignified employment.

Nevertheless, it is vital to acknowledge the study’s inherent temporal
constraints, which, in turn, present promising avenues for future research

involving extended observation periods. These longer-term investigations can
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offer a more comprehensive understanding of the full spectrum of COVID-19’s
multifaceted impacts, thereby enriching our knowledge and enhancing the

effectiveness of future pandemic response strategies.
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