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ABSTRACT: The new normal life of Covid-19 pandemic 
has brought a new life pattern which is more strict health 
protocols in the interaction among each other. In the normal 
time, although the level of tax revenue shows a rising trend, 
the tax ratio hasn’t shown any significant increase. Also, it is 
still left behind other developing countries. Related to the 
pandemic effect, the world economy is decreasing and 
resulting to the decline of the Indonesian tax revenue. The 
concerns of this study are on how to optimize the compliance 
level of tax payment from Small-Medium Sized Enterprises 
(SMEs) and the efforts of optimization needed to be done 
including in helping SMEs for being able to survive and or to 
be improved in terms of its business performance. Thus, they 
can contribute to maintaining their tax compliance at the 
same time from getting worse. This study employed a 
descriptive research method using a qualitative approach. The 
data sources were primary and secondary data. In this study, 
an operational management tool which is the approach of 
Supply Chain Management (SCM) integration will be 
implemented as the solution. It is found that the gradual 
application of the concept of SCM integration will give 
several significant impacts on the SMEs’ performance 
including their compliance with the existed tax regulations. 
Also, this will encourage the optimal taxation authority in 
managing the tax participation of the SMEs sector.  

Keywords: tax compliance, SMEs, new normal, Supply 
Chain Management (SCM) integration 
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INTRODUCTION 

In the current pandemic era, people were directed to live the New Normal life. This is a new life 

pattern completed with more strict health protocols in the interaction among each other. Related 

to the business situation, the effect of pandemic needs to be anticipated and dealt with as it can 

prevent the decline of a business or it can even strive for improvement. One of the business areas 

is Small-Medium Sized Enterprises (SMEs) (Bai et al., 2021). SMEs are businesses that maintain 

revenues, assets, or some employees below a certain threshold (Perdana et al., 2021). Although it 

is small in size, SMEs play an important role in a country’s economy, particularly in developing 

countries. Then, SMEs also consider the majority of businesses worldwide and are crucial 
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contributors to job vacancies and global economic development (R. Dai et al., 2021). They 

represent about 90% of businesses and more than 50% of employment worldwide. Formal SMEs 

contribute national income (GDP) in emerging economies up to 40%. These numbers are 

significantly higher when informal SMEs are included (Shafi et al., 2020).  

About 57 million MSMEs (Micro-Small-Medium Sized Enterprises) were operating in Indonesia 

in 2017 (Tambunan, 2019). About 97 percent of the total workforce is currently employed in 

MSMEs, while 99.9 percent of all businesses in Indonesia are MSMEs. MSMEs account for 

approximately 60 percent of the overall GDP of Indonesia. For the details, overall GDP of 

Indonesia (in %): Micro 30%, Small 13%, Medium 15%, and Cooperative 23%. Here, it can be 

concluded that Small-Medium Sized Enterprises provide about 28% of the total Indonesian GDP 

(Susanti & Widajatun, 2021).  

As one of the fundamental country’s incomes, SMEs contribute to the country’s economy in terms 

of its tax. Based on the data from the Tax Office; for SMEs, the PPH final is 0.5%. It is written in 

UU No 36 of the year 2008. It is addressed for SMEs which get profits fewer than 4.8 billion. 

Therefore, normally, the SMEs only need to pay 0.5% of their income. Many SMEs did not pay 

regularly for their tax, so it seems that the tax revenue from SMEs had not reached the target 

(Malahayati et al., 2021; Shafi et al., 2020).  

Nowadays, since the pandemic of COVID-19 has happened, Indonesian tax revenue, especially 

from SMEs was more and more not optimal. It is found that there were some challenges appeared. 

First, most SMEs lacked education and understanding of tax policies. Psychologically, they were 

afraid of going to the tax office for any business or even joining any tax meeting held by the tax 

authority. It showed that there was a problem of misunderstanding by SMEs towards tax authority. 

They mostly thought that all business related to the tax authority will be related to the payment 

they must pay. Second, SMEs’ income is currently decreasing. As the New Normal life made 

citizens take a distance from each other, they rarely go outside and buy something directly. As the 

result, it made the cash flow of SMEs also decreases. Last, there are still many opportunities for 

improvements in our Indonesian tax authority, like having more education and socialization 

agenda for SMEs in more different and interesting ways (Trinh et al., 2020). 

Based on the previous research, tax compliance was influenced by taxpayer’s knowledge, transparency 

of state spending, and tax justice. While supply chain management builds upon the flow of products 

and information through an operation and seeks to achieve linkage and co-ordination between the 

processes of other entities in the pipeline. The focus of supply chain management is on co-operation 

and trust and the recognition that, properly managed, the ‘whole can be greater than the sum of its 

parts. Thus, the Supply Chain Management approach will improve any related factors above which 

improve tax compliance (Allen et al., 2021; Beske et al., 2014). 

To deal with the matters explained before, this study tried to solve it by using an operational 

management tool which is the approach of Supply Chain Management (SCM) integration. The 

SCM integration will connect all parties involved with the fulfillment of the goal into a single 

system. The parties involved may include SMEs, tax authorities (government), citizens, educational 

institutions, etc. It is hoped that all of them will work together effectively to pursue the same goal. 

Therefore, when the gradual application of SCM integration is used, it will give several significant 

impacts on the SMEs’ performance including their compliance with the existed tax regulations. 

Moreover, this will encourage the optimal taxation authority in managing the tax participation of 

the SMEs sector (Centobelli et al., 2021; Zhang et al., 2021). 
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METHOD 

A descriptive approach was applied in this study. It was implemented by drawing a conclusion 

from some collected research and using a method of qualitative normative analysis. Normative 

means using secondary data as the resources, including theories and opinions from scholars and 

well-known experts. Next, qualitative means that it is a process of data analysis without using any 

formulas and numbers coming from the information of literature studies (data collected either 

from the related institutions or from research observation which was done) (Sugiyono, 2019). 

The research methodology could cover the following points: (1) A concise explanation of the 

research methodology is prevalent; (2) reasons to choose particular methods are well described; 

(3) research design is accurate; (4) the sample design is appropriate; (5) data collection processes 

are proper; and (6) data analysis methods are relevant and state-of-the-art. (Hashimov, 2015) 

 

RESULT AND DISCUSSION 

A. The business situation of SMEs during the Covid19 outbreak and its implications 

The increase in countries affected by the Covid-19 virus around the world has made the world 

economic situation worse. Some institutions even predicted the weakening of the world economy, 

including the International Monetary Fund (IMF) which projects a global economy to grow minus 

at 3%. Minister of Finance (Minister of Finance of the Republic of Indonesia) explained that State 

Revenue in March 2020 grew positively although then the Government was wary of the impact of 

the pandemic in the coming months (Stephens et al., 2021). 

Along with the policy of Work From Home (WFH) for both the government and the private 

sector, a slowdown in business activity began at the end of March 2020 which has the potential to 

reduce domestic delivery reducing the receipt of Domestic Value Added Tax (PPN DN) in April 

2020. This condition is likely to continue and become increasingly contracted in May. Then, in 

April some regions have implemented Large Scale Social Restrictions (PSBB) in several affected 

areas. In line with the implementation of the WFH and PSBB, the Government provides tax 

facilities in the form of relaxation of Article 29 PPh OP payments and reporting of the PPh PP 

SPT, which results in the non-optimal realization of the Article 29 PPh OP revenue (Abubakar, 

2021). 

The Central Statistics Agency reported that the economic growth in the first quarter of 2020 

reached 2.97% as the impact of the COVID-19 pandemic. This number was decreased compared 

to the first quarter of 2019 which was 5.07% year on year. The decline in economic growth has 

also impacted the micro, small and medium business (MSME) business in Indonesia. Here, 

according to the Ministry of Cooperatives and SMEs, the MSME opened 99.7% of employment 

in Indonesia in 2019 (Hanoatubun, 2020). 

If it was calculated, the total number of SMEs in Indonesia currently reaches 59.2 million 

businesses. With the 40 percent figure, the UMKM that will stop operating reaches 23.68 million 

businesses. 
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"In April 2020, the survey resulted that 43 percent of MSMEs would stop operating. Then, there 

was a survey from the Faculty of Economics and Business at Padjadjaran University stating that 

the data was almost the same as 47 percent of MSMEs in West Java had stopped. If it is averaged 

with another survey, 40 percent of MSMEs will stop (Syaidah, 2020; Yusmar et al., 2021). 

B. Tax compliance Progress 

The economic downturn affected households, MSMEs, Corporations, and the Financial Sector. 

Thus, the SMEs were also being impacted with difficulties to run their business, then it has the 

probability of being disturbed to pay their credit obligation. Non-Performed Loan of banking 

credit can be increased significantly, so it will also worsen the economic condition (Susan, 2020).  

According to the Ministry of Finance of the Indonesian Government, they have been acting some 

actions to manage this pandemic crisis such us:  

a. Design a Program of budget refocusing and reallocation, by President Law no 9/2020 (Source 

of Funding) and President Instruction No 4/2020 (implementation mechanism)  

b. Release monetary stimulus 

c. Release some State Financial Policies  

Tax revenue is a major contributor to the state budget. Since 2009, the contribution of tax revenue 

is above 70% with an increasing trend. However, the tax ratio tends to be stagnant (between 11-

12%). It is relatively low compared to ASEAN, OECD, and Latin-Caribbean countries.  

The Realization of State Revenues is derived from Taxation Revenue and Non-Tax State Revenues 

(PNBP) which has nominal amounted to Rp279.89 trillion and Rp95.99 trillion. Meanwhile, the 

realization of the grant in the same period only reached IDR0.08 trillion. The Tax Revenue and 

PNBP grew by 0.43% and 37% respectively. 

Meanwhile, the overall growth of the Tax revenue component up to the end of March 2020 is still 

sourced from taxes on household consumption, although tax revenue is also still overshadowed 

by pressure due to the weakening trend in the manufacturing industry and international trade 

activities, as well as the weakening of economic activity due to the spread of Covid-19. 

There was a slowdown in business activity at the end of March 2020 which has the potential to 

reduce Domestic Value Added Tax revenues. The government provides taxation facilities in the 

form of relaxation of PPh No OP 29 payments and OP PPh SPT reporting, which impact the 

non-optimal realization of income tax. 

SCM Integration 

Looking at what the Directorate General of Taxation (DGT) has done so far and the dynamics 

and performance of taxation in Indonesia from the data shared by DGT, here are some 

information stated: 

- DGT Steps & Strategies are good enough 

- Optimization aspects of the strategies that have been implemented can be further refined, i.e. 

with the principle approach of Supply Chain Management Integration.  

- The SME sector is also experiencing problems, while there are increasingly pressured, on the 

other hand, is the level of compliance with tax payments that are still low. This aspect also 
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needs to be deepened to get improvement on all of the related parties or in terms of the 

Indonesian Taxation SCM environment. 

- As has been proven starting from the history of warfare, and companies that can get through 

a crisis well, use the principles of the Supply Chain Management approach in maximizing 

strategy and implementation.  

From the implementation and dynamics of the tax so far as well as the data that has been submitted 

by DGT & Ministry of RI, several SCM principles need to be implemented. Also, the 

implementation details can be adjusted in each of the points & concerns as follows: 

Indonesian Tax Share Holders must be in line with the greatest business environment challenge 

today, which is the integration (to achieve linkage & co-ordination collaboratively) of supply chains 

between the processes of other entities in the pipeline and the organization itself to satisfy ultimate 

customers and obtain value for those companies (group chain)   

The supply chain and competitive performance  

Indonesia Tax Authority (DGT) stated that all Indonesian Tax Share Holder is integrated as the 

supply chain is the network, through upstream and downstream linkages. It is in the different 

processes and activities that produce value in the form of products and services in the hands of 

the ultimate consumer. Value is one of the important keys to perform the best performance of the 

Indonesia tax system. Here, it is an urgency to avoid traditional-style-organization who viewed 

itself as entities that exists independently from others. Indeed, they need to compete with other 

country’s organization to survive. The real competition is not one entity against one other entity 

but rather supply chain against supply chain. Thus, internal integration itself is not sufficient (Hu 

et al., 2019; Turker & Altuntas, 2014).  

Supply chain management is a comprehensive system that can be approached by taking advantage 

of some leverage tools (Madhani, 2019). The DGT can take some of the leverage tools to optimize 

implementation of SCM such as:  

- Collaboration with SCM experts to ensure the proper SCM managements  

- Benchmarking into business environment who has an excellent performance by SCM 

improvement & integration  

- Make sure to do proper SCM standardization at all related aspects 

 

1. The changing competitive environment  

As the competitive context of business continues to change, bringing with its new complexities 

and concerns for management generally. It also has to be recognized that the impact on the 

Indonesian taxation system of these changes must be considerable. The challenges are perhaps the 

most pressing currently are: 

- The new rules of competition 

- Globalization of industry 

- Downward pressure on price or economic consideration 

- Customers taking control 
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In terms of the Indonesian Tax system, there were many changes and challenges such as:  

- New economic era and globalization, while Indonesia on the warm economical competition 

with other country automatically bring out many challenges that tax authority must have 

update style to push this as a benefit for the country.  

- In terms of SME people, DGT has some new and interesting policies to attract them. While 

DGT can’t act as a single player, it must be collaborative work of socialization, especially to 

set some interesting value for citizen tax obligation and to make sure that the value is properly 

delivered.  

- Give the citizen greater access to be involved in various ways of collaboration and work.  

 

2. The delivering customer value 

In this hard situation, the DGT must determine the level of customer value that is delivered in its 

chosen segment. The Indonesian Tax system is almost unique in its ability to impact both the 

numerator and the denominator of the customer value ratio. The ratio is as follows: 

 

 

Customer value =  

Quality x Service 

----------------------- 

    Cost × Time 

Each of the four constituent elements can briefly be defined as follows: 

- Quality: the functionality, performance, and technical performance of tax authority  

- Service: the availability, support, and commitment provided to the customer. 

- Cost: the customer’s transaction costs or effort to comply with tax regulation 

- Time: the time is taken to respond to customer requirements, e.g. delivery lead times. 

Many Indonesian citizens didn’t have a standard value perception of their tax obligation and 

compliance.  Many of them have serious questions: “Why do we pay the tax? What for?”. This is 

interesting homework and must be solved by an integrated and better approach to the taxpayer.   

3. Creating the responsive supply chain 

As being explained in some DGT release, there are some rooms for improvement. These positive 

findings need to be responded to ever increase the levels of volatility in demand. 

To meet this challenge, the DGT needs to focus on its efforts upon achieving much greater agility. 

It can be responded to in shorter time-frames in terms of both volume change and variety change. 

Agility has many dimensions and the concept applies as much to networks as it does to individual 

companies. Indeed, a key to agile response is the presence of agile partners upstream and 

downstream of the focal firm such as academic entities.  

4. The era of network competition 

The Indonesian tax stakeholders can optimize the performance by implementing principles of 

logistics and supply chain management, to significantly in developing responsive logistics 
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capability. The success in the operations is due to many things there that can be no doubting the 

role that logistics and supply chain management have played in achieving that success. 

Based on an analysis of the leading companies in the survey, they have identified six consistent 

characteristics exhibited by those companies as follows:  

a. Outside-in focus 

DGT must consider from the customer backward and are demand-driven. 

b. Embedded innovation 

This implies a close integration between tax environment supply chain begins on the drawing 

board. 

c. Extended supply chain 

A recognition that today the close management of relationships from end-to-end is essential. 

d. Balanced Metrics 

To achieve high levels of agility and responsiveness, there has to be a realization that there 

will be trade-offs across the business. To achieve the best overall outcomes requires a set of 

key performance indicators (KPIs) that reflect the need for balance. 

e. Attitude 

A culture that extends across the organization based on the recognition that internal silos 

must be removed and that external relationships need to be managed in a spirit of partnership 

f. Supply chain talent 

As supply chains are as much about people as anything, the tax authority needs to ensure to 

develop the skills and capabilities that will enable success on the previous five elements. While 

there is a short key to perform this human resource challenge, through optimizing the benefit 

of certification to ensure the skill update.  

 

5. Integration  

As the integration of SCM is now the greatest challenge, the Indonesian tax system must ensure 

the effectiveness of chains devolves from how they are set up, incorporating the following ideas: 

a. Pulling the chain together.  

b. Chain performance measures (using the Balanced Scorecard and the SCOR Model). 

c. Trade-offs. As there are complex interactions, in the process also should be designed and 

operated with suitable tradeoffs between processes, movements, and stocks along the chain. 

 

6. Overcoming the barriers to supply chain integration 

On the operation management aspects, the conventional organization poses an immediate 

problem. Tax entities should avoid a functional basis.  

 

7. Creating a sustainable supply chain  

The definition of sustainability is most widely used originally from the United Nations Brundtland 

Commission, which reported in 1987. Sustainability, the Commission suggested, was about 

meeting the needs of the present without compromising the ability of future generations to meet 

their own needs (Kouhizadeh et al., 2021; Vural et al., 2021). 
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The triple bottom lines. 

The triple bottom line concept emphasizes the importance of examining the impact of business 

decisions on three key areas:  

a. Environment (e.g. pollution; climate change; the depletion of scarce resources, etc.) 

b. Economy (e.g. effect on people’s livelihoods and financial security; profitability of the 

business, etc.) 

c. Society (e.g. poverty reduction; improvement of working and living conditions, etc.). 

 

These three elements – the 3Ps of people, profit, and planet – are inevitably intertwined and they 

serve to remind us that for a business to be truly sustainable, and these basic principles also need 

to be implemented on the background of the Indonesia Tax System. 

In the context of SCM, based on the United Nations Brundtland Commission, a triple bottom line 

philosophy can be built to encompass the broader idea that sustainability is concerned with 

ensuring the long-term viability and viability of the business as well as contributing to the future 

well-being of society (J. Dai et al., 2021; Jabbour et al., 2020). Indeed, it can be argued that these 

two objectives are mutually reinforcing, i.e. supply chain strategies that benefit the wider 

environment are likely to also involve businesses at lower costs in the long run as a result of better 

use of resources (Christopher & Peck, 2012; Soltanmohammadi et al., 2021). 

As supply chains underpin the efficiency and effectiveness of businesses, they can provide a useful 

framework for exploring opportunities to improve sustainability. We need to understand the 

sustainability impact of everything we do start from product design to end-of-life disposal. Here, 

related to the tax compliance, as the emphasis of SCM is on co-operation and trust, automatically 

it will influence the taxpayers’ awareness on the punctuality and regularity on paying the tax 

(Rahayu, 2019). 
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CONCLUSION 

The conclusions of this research were as follows: 

1. Nowadays, the Indonesia Tax System faces a difficult situation, as well as in the business 

environment they also experience several times facing the hard situation. The Logistic or 

Supply Chain Management Integration principle has been proven many times as a problem 

solver in those challenges.  

2. Supply chain management doesn’t provide the fixed recipe, yet it provides wide and flexible 

tools to manage any circumstances and also better performance through their competitive 

advantage.  

3. The Indonesian taxation system in SCM views still has a lot of room for improvement, so 

the DGT and government have an opportunity to get SCM advantage who has a complete 

and flexible approach to performing operational excellent within the chain:  

a. To maintain the degree of Indonesian citizen tax compliance, especially by the 

better tax matters understanding & proper tax environment.   

b. To build SME endurance to fight the pandemic  

c. DGT has flexibility & operational excellent to perform the best Indonesia tax 

system environment 

4. The impact of the environment that properly and continuously perform SCM Integration 

is the ability to provide excellent result and good endurance to fight difficult situation. 

Then, it is recommended that; first; tax agencies should assign specialized bodies for the 

comprehensive implementation of SCM approach and follow-up the taxpayers who paid lately. 

Second, some simple systems of payment and facilitators should be provided to facilitate the 

taxpayers who are lack of knowledge. Last, voluntary compliance of taxpayers should be facilitated.  
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