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Abstract
The COVID-19 pandemic has put pressure on the informal sector, especially in 
developing countries. Regarding the case study found in Yogyakarta Special Region 
(Indonesia), this research focuses on workers in the informal sector with the fol-
lowing objectives: (1) to assess the impacts of COVID-19 pandemic on informal 
workers’ conditions, (2) to identify their strategies for surviving the crisis, and (3) 
to analyze the existing social safety net to support their livelihood. This study sur-
veyed 218 respondents who worked in the informal, non-agricultural sector. The 
data were analyzed using descriptive statistical techniques. The results confirmed 
that most respondents underwent a decrease in working hours and incomes. In gen-
eral, they have particular coping mechanisms to survive. The results also found that 
most respondents had high hopes for social assistance to stabilize their livelihood. 
Several government programs had been issued, either by improving policies before 
the pandemic or by creating new ones. However, there were many barriers and chal-
lenges to implementing them so that some recommendations had been suggested in 
this study to help the informal workers to become more resilient.

Keywords COVID-19 · Economic crisis · Informal economy · Indonesia
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1 Introduction

The COVID-19 pandemic has hard hit not only people’s health but also the economy. 
Since its emergence in Wuhan at the end of 2019 and then declared as a global pan-
demic on March 11, 2020, COVID-19 has caused big chaos in the global economy, 

 * Agus Joko Pitoyo 
 aguspit@ugm.ac.id

1 Center for Population and Policy Study, Universitas Gadjah Mada, Yogyakarta 55281, Indonesia
2 Faculty of Geography, Universitas Gadjah Mada, Yogyakarta 55281, Indonesia

http://crossmark.crossref.org/dialog/?doi=10.1007/s41027-021-00333-x&domain=pdf


642 The Indian Journal of Labour Economics (2021) 64:641–661

1 3 ISLE

especially in transportation, tourism, and global supply chain (Ozili and Arun 2020). 
The World Bank (2020a) predicts that global gross domestic product (GDP) will 
contract by 5.2% in 2020, the biggest recession in decades. The economic growth 
will contract in all regions, such as East Asia and Pacific (0.5%), South Asia (2.7%), 
Sub-Saharan Africa (2.8%), Middle East and North Africa (4.2%), Europe and Cen-
tral Asia (4.7%), and Latin America (7.2%) (World Bank 2020b).

The impact of COVID-19 on the economic sector is badly felt, especially for 
those in the informal sector. The International Labour Organization (ILO) has pre-
dicted that 1.6  billion workers in informal sectors would be significantly affected 
by COVID-19, a decline in income is predicted to reach 60% globally (ILO 2020a). 
Furthermore, other consequences resulting from COVID-19 are an increase in 
unemployment and underemployment rate, as well as large-scale economic restruc-
turing (ILO 2020b). There will be 436 million informal businesses estimated to be 
at high risk of being hit by the economy during the pandemic, such as 111 million 
in the manufacturing, 51 million in the accommodation and food, and 42 million in 
other businesses (ILO 2020a). The informal workers have a relatively high vulner-
ability because they do not have social safety nets like those who work in the formal 
sector (Tim Forbil Institute and IGPA 2020).

Indonesia is one of the countries worst hit by this pandemic. Since the first case 
in March 2020, the number of positive cases did not show decline until September 
2020. The total positive case as of September 3, 2020, was 184,268 cases across 
34 provinces in Indonesia (Ministry of Health of the Republic of Indonesia 2020). 
The absence of signs of the decline has put Indonesia in an uncertainty, which has 
a negative impact on the Indonesian economy. The Statistics Indonesia (BPS) data 
shows the economic growth in Indonesia in the second quarter to be in deep contrac-
tion, with the GDP growth according to the expenditure method down by − 5.32%. 
The contraction in economic growth was largely influenced by the decline in private 
consumption. The impact of the crisis will be felt, especially in the informal sector 
as it dominates employment conditions in Indonesia (with 57.27% of workers in the 
informal sector in 2019 based on BPS data).

In the two previous crises in Indonesia, i.e., the Asian Financial Crisis 1997–1998 
and the Global Financial Crisis 2008–2009, the informal sector was able to survive 
because it had high flexibility in business and employment (Pitoyo 1999, 2007; 
Tambunan 2010). The flexibility of this sector to absorb workers without specific 
criteria has made this sector important in a crisis. In general, a crisis will result in a 
layoff wave which then triggers unemployment. The informal sector, in this condi-
tion, acts as a buffer zone to absorb excessive labour. This has happened in many 
countries where there was an increase in the number of the informal sectors during 
the crisis due to downsizing of the public sector and the entry of the population 
to the informal sector to survive (Pitoyo 1999, 2007; Dimova et al. 2005; Looney 
2006; Tambunan 2010; Rothenberg et al. 2016; Jaskova 2017; Colombo et al. 2019).

Some scholars argue that the informal sector would not survive during this crisis. 
The absence of social protection and other benefits like what has been received by 
the formal workers causes workers in the informal sector to be included in the vul-
nerable group (Benjamin et al. 2014). Rothenberg et al. (2016) also explained that 
the informal sector, particularly in Indonesia, seems not eager to register its business 
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to avoid taxes and does not have the intention to expand its business on a larger 
scale. Unclear legal status makes the informal sector often miss data collection on 
social protection assistance (Angelini and Hirose, 2014; Mehrotra, 2009; Huong 
et al., 2013). In terms of COVID-19 pandemic, Pitoyo et al. (2020) predicted that 
informal sector would not survive due to the slowdown of socioeconomic activities. 
Thus, a new study is needed to explain how the COVID-19 pandemic affects the 
informal sector.

Another problem that is interesting to study is how the informal workers respond 
to the impact of pandemic. This issue is rarely studied since many scholars just 
focus on how to make policies to help workers survive. One of the instinctive ways 
for workers to meet their needs and survive in times of crisis is through adaptive 
strategies. For example, Mahani (1999) found that informal food traders’ strate-
gies in dealing with crises include increasing selling prices, reducing production, 
eliminating or replacing certain products, reducing product size, laying off work-
ers, and improving service to customers. Dahles and Prabawa (2013) investigated 
the income-generating strategies of pedicab drivers during the crisis ranging from 
changing market orientation, selling assets, seeking alternative income sources, and 
relying on help from relatives. COVID-19-induced economic crisis is a new experi-
ence, so it may show a different kind of livelihood strategies. An updated and com-
prehensive study is needed to discover it.

This research topic has great urgency since it can elaborate on the socioeconomic 
perspective on the adaptation of workers in the informal sector during the crisis 
and analyze the gap in social protection policy interventions that are still needed. 
Understanding how an individual maintains their livelihood can help in formulating 
policies and intervening in their current adaptive strategies (Allison and Horemans 
2006). Besides, it can evaluate the weaknesses of the existing intervention policies 
which only pay attention to quantitative parameters (such as their income rate) and 
tend to ignore workers’ social factors in dealing with problems caused by the crisis. 
Based on the cases noted above, this study has the main objectives of being able to 
capture the impacts of COVID-19 on working conditions in informal sector empiri-
cally and, at the same time, finding out the responses made by individuals through 
their livelihood strategy as well as external responses carried out by the government 
or parties other than workers in the informal sector.

2  Methods

2.1  Description of Study Area

This study took a case study in the Special Region of Yogyakarta (known as Dae-
rah Istimewa Yogyakarta or DIY in short), one of the provinces located in Java 
(Fig. 1), that is an island with the most densely populated area and a high level of 
urbanization in Indonesia (Firman 2017). It is directly adjacent to the Central Java 
Province on the north, west, and east side, while on the south side, it is directly 
adjacent to the Indian Ocean. Based on data obtained from BPS in 2019, the popula-
tion in DIY reaches 3,842,932 people and spread over five regencies/cities with a 
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total population of 1,219,640 people in Sleman, 430,220 people in Kulon Progo, 
1,018,402 people in Bantul, 742,731 people in Gunungkidul, and 431,939 people in 
Yogyakarta City.

During the COVID-19 pandemic, DIY became one of the provinces in Indonesia 
with a high number of confirmed positive cases, reaching 674 as of July 31, 2020 
(Fig. 1). The cases have spread across five regencies/cities, such as 236 cases in Sle-
man, 226 cases in Bantul, 108 cases in Gunungkidul, 31 cases in Kulon Progo, and 
63 cases in Yogyakarta City. While the number of cases increased, other impacts 
began to appear in DIY, one of which was economy.

DIY is a province with the lowest economic growth in Java, i.e., − 6.74% (year 
over year), as the result of the COVID-19 pandemic. This low growth rate as com-
pared to national level is caused by the decline in the performance of the tourism 
industry and its supporting sectors, including the informal sector. This weakening 
growth has also contributed to increasing the number of poor people. Based on BPS 
estimation, this pandemic will increase the poor to 475,720 and the open unem-
ployment rate to 3.3%. DIY has an employment structure that is dominated by the 

Fig. 1  Location of study area and distribution of COVID-19 cases as of July 31, 2020. Source Google 
Earth and Health Department of DIY
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informal sector (Fig.  2). The informal and formal sectors in DIY fluctuated from 
2015 to 2019. Nevertheless, the informal sector in DIY tends to increase due to the 
increasing difficulty in reaching the formal sector as well as the social and economic 
conditions that support the high tourism and education sectors. The numbers in the 
informal sectors were 1,102,780 in 2019 or 52% of the workers according to their 
main occupation status, while the numbers in the formal sectors was 1,031,972 or 
48% of the workers.

DIY was selected to be the study area since this province is unique in represent-
ing the conditions of the informal sector during the pandemic. The informal sector 
in DIY is closely related to public activities, such as tourism and education, as well 
as to formal activities. Therefore, the description of the impact of COVID-19 on the 
informal sector is more observable in this province.

2.2  Data Collection and Analysis Technique

This study used primary data obtained from a combination of non-probability sam-
pling (i.e., accidental, voluntary, and purposive sampling) approaches to get as many 
participatory responses as possible. The respondents were workers in the informal 
sector in DIY. Each respondent only represents one household. The surveys were 
held on July 1–31, 2020, which is in the early stages of the COVID-19 pandemic 
in Indonesia. The new normal policy was initially issued in July. Since the situation 
had not improved, the government finally extended the emergency response period.

Collecting social survey data during a pandemic is a challenging process because 
it is difficult to directly interact with participants for the sake of safety. Therefore, 
this study has attempted to distribute online questionnaires through personal mes-
sages and social media groups. The potential for bias is relatively high, and the 
survey results cannot represent the conditions of all informal groups (Nayak and 

Fig. 2  Number of workers aged 15 years and over by main occupation status in DIY. Source Statistical 
Yearbook of DIY 2015–2019
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Narayan 2019). However, this method is still capable of providing actual and up-
to-date data for policy considerations. Direct surveys were also conducted on July 
28–29, 2020, in several informal activity centers in DIY to maximize the number 
of respondents as well as to observe the situation by implementing health protocols.

The design of questions consists of five main parts: the socio-demographic char-
acteristics of the respondents, the conditions of work and income before and during 
the pandemic, livelihood strategies, and social safety nets. The questionnaire is a 
combination of open-ended and close-ended types. The validation of the answers, 
particularly in online surveys, was then enabled. Several questions for certain 
themes were repeated to improve the answers’ accuracy and consistency. Before 
being processing, the data cleaning was undertaken to remove the problematic data 
or improve the answers (without changing the context). The results were analyzed 
using descriptive techniques.

3  Results

3.1  Characteristics of Respondents

This study obtained 218 valid respondents in DIY. The socio-demographic char-
acteristics of respondents are briefly presented in Table  1. Nearly three-quarters 

Table 1  Summary of the 
respondents’ social demographic 
characteristics

Characteristics Number Proportion (%)

Sex
 Male 163 74.8
 Female 55 25.2

Age
 < 20 2 0.9
 20–39 107 49.1
 40–59 86 39.4
 ≥ 60 23 10.6

Demographic status
 Migrant 72 33.0
 Non-migrant 146 67.0

Marital status
 Single 38 17.4
 Married 170 78.0
 Widowed/divorced 10 4.6

Highest completed education level
 No schooling completed 8 3.7
 Elementary school/equivalent 25 11.5
 Junior high school/equivalent 29 13.3
 Senior high school/equivalent 115 52.8
 No schooling completed 8 18.8
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of the respondents were men. Most of the respondents fell in the age group of 
20–39 years (49.1%), followed by the age group of 40–59 years (39.4%). There were 
two young respondents (< 20  years), while the rest belonged to the elderly group 
aged ≥ 60 years.

Most of the respondents were non-migrant (whose current living places are the 
same as that of birthplace at the regency or city level), that was around 146 out 
of 218 people. The proportion of informal migrant workers was also quite high, 
reaching 33%. Most of the respondents were currently married. Only 17.4% of 
the respondents were unmarried, and the rest were widowed or divorced. Married 
households are usually more active than those with other marital statuses because 
they have a larger household size as an asset for productive labour (Kom et al. 2020).

This study found that most respondents had a relatively high level of education. 
More than half of the respondents have graduated from senior high school educa-
tion or equivalent, even the proportion of respondents who have graduated from uni-
versity is the second highest. This finding is consistent with the statement that the 
informal sector is in demand not only by groups with low education status but also 
by those with better education status (Armansyah et  al. 2019). Besides, BPS data 
showed that the open unemployment rate in this area was dominated by people with 
high school education or equivalent with a proportion of 28.1% in 2019. The infor-
mal sector is estimated to be able to absorb the educated workforce who do not have 
the opportunity to work in the formal sector. In other words, working in the informal 
sector is better than being unemployed.

The job and income characteristics of respondents are briefly presented in 
Table 2. These characteristics refer to the situation before the COVID-19 pandemic. 
This study had respondents with diverse types of main occupations. In general, all 
of them were classified as non-agricultural workers in the informal sector. Further-
more, this study classifies workers in the informal sector into three types (Octavia 

Table 2  Summary of 
characteristics of respondents’ 
occupation and income

Characteristics Number Proportion (%)

Main occupation types
 Own account, enterprise 95 43.6
 Own account, task-based income 84 38.5
 Salaried, without formal contract 39 17.9

Working experience (years)
 < 1 4 1.8
 1–5 100 45.9
 6–10 39 17.9
 11–20 38 17.4
 > 20 36 16.5

Monthly incomes during normal situation (IDR)
 > 1,500,000 61 28.0
 1,500,000–3,000,000 98 45.0
 3,100,000–6,000,000 47 21.6
 > 6,000,000 12 5.5
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2020) due to the high variation in the number of respondents according to the main 
type of work, i.e., own account with enterprise (43.6%), own account with task-
based incomes (38.5%), and salaried workers without a formal contract (17.9%).

Most of the respondents have worked for 1–5 years (45.9%). The length of work 
shows the time deployed in the ongoing main occupation. Workers in the informal 
sector sometimes change the main type of occupation to adjust to the market dynam-
ics (Handoyo and Setiawan 2018). However, the proportion of respondents who 
worked for more than 10 years was also relatively high. This condition proves that 
the informal sector is not only the first stepping stone before working in the formal 
sector, but is also a target as the main source of livelihood. Work experience can 
also influence the ability to cope with and adapt to crises.

The survey results confirm that informal workers earned diverse monthly incomes 
during the pre-pandemic situation. Most of them earned money ranged from IDR 
1,500,000 to IDR 3,000,000 per month. The workers in the informal sector with the 
lowest income (less than IDR 1,500,000) were also found in this study. This income 
is even lower than the regional minimum wage standard for the formal sector deter-
mined by the regional government (IDR 1,704,608.25). However, it should be noted 
that not all workers who work in the informal sector are classified as poor, as some 
respondents had very high incomes during normal situations.

3.2  The Impact of COVID‑19 on Working Conditions

Since the positive cases have been discovered in Indonesia on March 2, 2020, the 
issue of COVID-19 has developed in Indonesia and the government has responded 
to the declaration of COVID-19 as a national disaster through Presidential Decree 
No. 12/2020. Meanwhile, the number of positive cases has continued to increase, 
and the impacts on other sectors (including economy) have followed it as well. 
Based on the survey results, most of the respondents (38%) started to get the impact 
of COVID-19 on their work in mid-March, 26% of them at the end of March, 17% of 
them in early April, and 19% of them from mid-April to June. Based on the workers’ 
perspective, there were at least two major impacts of COVID-19 on working condi-
tions, i.e., changes in working hours and income.

Most of the respondents (44.5%) faced a fall in the working hours (Fig.  3). It 
is in line with the ILO (2020a) prediction that the second quarter of the pandemic 
can lead to a working hours decrease. However, the survey results also showed that 
11.9% of the respondents gained an increase in the working hours and 43.6% of 
respondents did not experience any changes in working hours. It indicated that some 
informal workers could maintain or determine their working hours during the crisis. 
Such condition was mostly found in self-employment types.

Another impact of COVID-19 on workers in the informal sector was income. 
Based on the survey results, most workers (47.7%) felt that the COVID-19 pandemic 
caused an income decline of more than 50%, 13.3% of the respondents lost their 
income, 31.7% of them got a decrease of ≤ 50% of their income, and 6.9% of them 
did not experience the changes in income. A unique fact from this survey showed 
that there is one person who has the opposite condition, which is experiencing an 



649

1 3

The Indian Journal of Labour Economics (2021) 64:641–661 

ISLE

increase in income, i.e., online seller. This job is indeed more desirable during the 
pandemic due to limited community movements and more effective to avoid expo-
sure to the coronavirus.

Working hours and income are two interrelated variables. The working hours 
will be directly proportional to work productivity. Most of the workers who got the 
working hours decrease also experienced income decrease. However, those who got 
an increase in working hours did not have their income to increase. It is indicated 
that the main problem lies in the demand that comes from community activities dur-
ing the crisis. The income reduction was influenced by a demand decrease for ser-
vices or goods. Besides, the income decrease in paid workers was caused by the 
wage decrease from the company as a result of the business performance decreased 
during the pandemic. Therefore, balancing supply–demand is the key to restoring 
the income of workers in the informal sector in the context of this pandemic crisis.

3.3  Livelihood Strategies

Based on the survey, it is found that 28% of respondents still felt the same condi-
tions in July as at the beginning of the pandemic, while most of them (42.2%) 
stated that their condition was worse than that at the beginning of the pandemic. 
Meanwhile, 28.4% of the respondents stated that they see the signs of a slight 
improvement in their income due to the community’s activities increase that have 
adapted to the conditions during the pandemic. This study has tried to analyze 
their strategies to meet household needs due to difficult situations (Fig. 4). They 

Fig. 3  Alluvial plot of changes in working hours and income
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are estimated to have mechanisms of their own to keep them to survive, although 
it may not necessarily improve their economic conditions to recover as earlier. In 
this regard, respondents were pleased to answer more than one answer.

The results suggest that most of the respondents stated that they reduced their 
spending (76.6%). It is very logical if it becomes the dominant choice since it 
is the first way to achieve the household economic balance when the income 
decreased during a crisis (Xu et  al. 2015). Also, Wildayana et  al. (2018) states 
that reducing spending is one of the best choices made by households during a 
crisis, which includes the management of food supplies and allocating spending 
for prioritized needs. The strategy of relying on social assistance was the action 
most carried out by the workers during the crisis after reducing spending by a 
proportion by 70.2%. This assistance was provided by the government or non-
governmental actors in the form of cash or non-cash. The workers in the informal 
sector were expecting social assistance due to their income decrease or loss, to 
cope with the pressures of meeting life needs during the pandemic.

Most of the respondents also stated that they did another job to increase 
their income. The side job became an alternative because they cannot depend 
on the main occupation. Some of them have done the same while in the normal 
situations, as well as those who have changed their main occupation during the 
COVID-19 pandemic, who might still be in the same sector. Besides, many of 
the respondents had to sell their land and jewelry or pawn other assets because 
their income was sometimes unable to cover their needs. Many of the people also 
borrowed money to add their savings, which is usually done by those who do not 
have sufficient savings or assets to sell. It is in line with Xu et al. (2015) which 
stated that asking for a loan is a household’s last step to strengthen financial capi-
tal during a crisis, by utilizing both the existing social relations (friends and rela-
tives) and financial institutions (formal and informal institutions).

167

153

83

51

46

26

19

5

4

3

0 20 40 60 80 100 120 140 160 180

Reduce expenditure

Relying on social assistances

Doing other jobs

Selling assets

Borrow money

Increase work dura�on

Involve other household member(s) to work

Use savings

More innova�ve at work

Do nothing

Fig. 4  Strategies done by informal workers to survive during the COVID-19 pandemic



651

1 3

The Indian Journal of Labour Economics (2021) 64:641–661 

ISLE

The COVID-19 crisis has resulted in working hours decrease, even causing them 
to fall into unemployment. Such situation was also found in some members of the 
household. Uniquely, there were 26 respondents who said that they were desper-
ate to increase their work duration to increase their income. Nineteen respondents 
stated that there was an increase in the number of household members who worked 
during the pandemic. The household members basically belong to economic assets 
so that they are fully maximized to survive in difficult conditions. Child labor might 
be involved to maximize income or housewives who end up working to help their 
husbands, which causes a double burden for them. Unpaid family workers were also 
often found in the informal economy, especially in family-owned businesses (Cue-
vas et al. 2009). A few respondents answered other strategies, such as using savings 
and innovating at work (e.g., changing marketing methods and targets), while three 
respondents stated that they did not implement specific mechanisms to survive dur-
ing the pandemic.

Furthermore, this study tries to analyze the types of livelihood strategies during 
the pandemic carried out by workers in the informal sector. First, the productive 
strategy is the way to survive by maximizing the potential of productive assets to 
increase income, including doing other jobs, increasing working time, asking other 
household members to work, and making innovations at work. Second, sacrifice 
strategy refers to more passive efforts to survive during a crisis, such as reducing 
spending, selling assets, and using savings. These two strategies are internal in 
nature. Third, external support strategy is carried out by making use of the third par-
ties and is not related to the use of existing assets in the household, such as asking 
for loans and social assistance.

The results showed that most of the respondents adopted a multi-strategy to sur-
vive during the pandemic (Fig. 5). The combination of sacrifice and external support 
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was mostly performed by 81 respondents, followed by combinations of all types 
of strategies by 66 respondents. The respondents mostly used them because they 
offered a higher chance of stabilizing their household economic situation rather 
than depending on a single strategy. Of the three types of strategies, most of the 
respondents performed the sacrifice strategy because it was relatively easy to do as 
a short-term response. More than half of the respondents also at least implemented 
the external support strategy, proving the importance of the role of external parties 
in supporting the livelihoods of workers in the informal sector during a pandemic.

In summary, this study finds that workers in the informal sector had alternative 
strategies to survive and overcome the difficulties in their livelihoods during a cri-
sis. These strategies varied, depending on the economic condition and the livelihood 
capital owned by their household. The steps taken by the respondents though have 
not necessarily had promising prospects for recovering their livelihood. However, it 
was better than doing nothing. Several supporting steps still need to be taken so that 
workers in the informal sector can survive during the crisis.

3.4  External Response Promotion

The economic crisis as a consequence of the pandemic has made some workers in 
the informal sector unable to survive solely on their internal response. Based on 
Fig. 6, 85.8% of the respondents needed social assistance to meet their daily needs 
during the pandemic. It shows that the economic burden is quite hard; hence, social 
assistance is another option for survival. However, some respondents felt that they 
did not need social assistance (14.2%). The external response aimed at supporting 
the workers in the informal sector’s survival consists of at least two main groups, 
i.e., social assistance provided by the government and non-governmental actors. 
Unfortunately, 26.7% of the respondents who need social assistance admitted that 
they had never received it from anyone. It is consistent with the preliminary study 

Fig. 6  Alluvial plot of need for and access to social assistance
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conducted by the Tim Forbil Institute and IGPA (2020) in the same area, showing 
that there are workers in the informal sector who have not been covered by the assis-
tance scheme.

The government had several programmes aimed at addressing economic prob-
lems during the COVID-19 pandemic. The social safety net programmes of the 
central and regional governments consisted of the programmes that have generally 
been planned and implemented before the pandemic (with some improvisation) or 
just initiated during the pandemic. However, they had not been distributed evenly to 
people in need, including the affected workers in the informal sector. Based on the 
results of this survey, 55.1% of the respondents who need social assistance admitted 
that they had not received assistance from the government.

Social assistance mostly targets poor people. The Family Hope Programme 
(known as Program Keluarga Harapan or PKH in short), Staple Food Card (known 
as Kartu Sembako or KS in short), and Pre-employment Card (known as Kartu 
Prakerja or KP in short) are government programmes initially aimed at improving 
welfare, as well as alleviating poverty and unemployment (Ministry of Finance of 
the Republic of Indonesia 2020a; Coordinating Ministry for Economic Affairs of the 
Republic of Indonesia 2020). The above assistances are not directly targeted to the 
workers in the informal sector. PKH is the social assistance in the form of health, 
education, and social welfare funding for the poor given every month (i.e., IDR 
75,000—IDR 250,000) during the COVID-19 pandemic. KS is the social assistance 
in the form of funding of IDR 200,000 per month given to each poor since March 
2020 and aimed at fulfilling their basic needs. Meanwhile, KP was once distributed 
in April 2020, where this program aims to develop work competence and entrepre-
neurship along with incentives with a total benefit of IDR 3,550,000 prioritized for 
the affected workers.

Several new programmes had been created by the government during the pan-
demic to support the existing social safety net schemes, such as electricity subsi-
dies, incentives, and deferred credit payments for micro-, small-, and medium-sized 
enterprises, and cash transfers for the poor. The latter focuses on families who are 
entitled to receive social assistance but have not yet been covered by other cash 
transfer social assistance schemes. The Village Fund (Dana Desa) policy was basi-
cally intended to accelerate village development. However, 35% of the budget had 
been used during the COVID-19 pandemic as a social safety net in the form of cash 
transfers (Ministry of Finance of the Republic of Indonesia 2020b). Direct cash 
assistance from the Village Fund had been provided in May, June, and July (i.e., 
IDR 600,000 per household). The social assistance scheme with the same amount 
and distribution mechanism was also present with a combination of funding sources 
from the central government and the regional budget (Government of DIY 2020).

There is another new form of social safety net programme that focuses on the 
category of labourers, i.e., a wage subsidy of IDR 1,200,000 that is disbursed twice 
for four months (Ministry of Manpower of the Republic of Indonesia 2020). It ben-
efits the vulnerable workers to increase their purchasing power during the pandemic. 
This assistance is intended for workers with wages of less than IDR 5,000,000 and 
registered as active participants in the government employment insurance. Unfor-
tunately, this scheme cannot be accessed by workers in the informal sector due to 
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administrative requirements. Another issue also relates to the absence of data on the 
distribution of workers in the informal sector.

The government has limitations in providing social assistance for informal work-
ers because of lack of either data or funds. However, this has been helped by grass-
roots movements providing aid packages. Parents, relatives, and friends also have 
a crucial role in helping to survive during the crisis. Based on this study, 44.5% of 
the respondents got the assistance provided by non-government agencies. This assis-
tance is in the form of money and basic foods (known as sembako) with diverse dis-
tribution times. The assistance had been given from March, and more respondents 
had received it from April to May. The increase coincided with the month of Rama-
dan and Eid al-Fitr, which is one of the important moments for Islam (the majority 
religion in DIY). It encouraged a great spirit of sharing so that it was thought to be 
one of the causes of the increasing intensity of the assistance, particularly through 
the voluntary charity (sadaqah) and the obligatory charity (zakat). The assistance 
provided by non-governmental organizations was generally temporary in nature and 
not continuous. However, in a certain period, the respondents could receive assis-
tance more than once. The contributions given by family and friends, communities, 
and religious institutions in helping the vulnerable workers showed a strong social 
capital inherent therein (Mahendra 2015).

4  Discussion

The COVID-19 pandemic is regarded as a health problem. However, the changes in 
community activity patterns and government policies in controlling this disease then 
have significant impacts on informal workers. The previous study from India showed 
the same case where 90% of the street vendors could not work during the pandemic 
(ILO 2020c). Also, 44% of the workers in the informal sector in Peru had an income 
decrease (ILO 2020d). The working hours decrease was caused by restrictions on 
community activities, such as policies to restrict business operations.

Previous studies from Pakistan (Shafi et al. 2020), India (ILO 2020c), and South 
Africa (ILO 2020e) also showed the same indications in which lockdowns made 
most workers in the informal sector lose their jobs. The paid workers without a for-
mal contract had the working hours and income decrease as well. A recent study 
from Bartik et al. (2020) shows that the indications of worker’s dismissal are com-
mon because many businesses are trying to reduce their expenses.

Poor working conditions during a pandemic do not merely mean that work-
ers in the informal sector plan to stop their businesses or change their job. Most of 
them think that changing a job or business during a pandemic is difficult because 
they think that no one has survived the pandemic crisis. This fact is in line with 
the findings of Shafi et al. (2020) in their study conducted in Pakistan that only 4% 
of micro-, small-, and medium-sized enterprises planned to change their job during 
the pandemic. In addition to the perception of the difficulty of working opportuni-
ties, the limitation on the abilities and knowledge also causes the informal workers 
do not change their job. Those who have planned to change their job are relatively 
well educated (e.g., high school or university graduates). Salaried workers without 
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formal contracts generally want to change their job by running a small business if 
their working conditions do not improve during or after the pandemic. The types 
of informal businesses do indeed become “the escape” for workers who have lost 
their income due to a lack of demand for their services or for those who have been 
dismissed. It may happen because informal businesses do not require much capital 
but are still able to provide profits that can support workers’ living needs. The exist-
ence of informalization has the potential to increase the competition which can then 
reduce the workers’ income in their account enterprise sector.

The impact of the COVID-19 pandemic on working conditions can extend 
beyond working hours and income. The poor working conditions trigger the infor-
mal migrant workers in urban areas to do return migration, like what happened in 
India that underwent a high wave of urban–rural migration when the lockdown was 
applied and many workers lost their jobs (Biswas 2020). Migrant workers in the 
informal sector are the most vulnerable ones because they are often out of domi-
cile-based social assistance. Furthermore, a condition without income also makes 
migrants lose their homes because they cannot pay the rent cost (Biswas 2020; 
Ghani 2020; ILO 2020c). A study from Pakistan shows that the pandemic crisis 
causes five million Pakistanis who depend on their daily income to be in poverty 
(Hussain 2020). The same situation is predicted to occur in Indonesia, where BPS 
reports an additional 1.63  million poor people by September 2020 (an increase 
of 0.53% compared to the last year). Meanwhile, the number of poor people has 
increased in DIY by 34,800 people as of September 2020.

The conditions of the informal sector during the pandemic are highly different 
from those during the previous financial–economic crises in Indonesia. The disrup-
tion of supply chains, changes in community activities, and health vulnerabilities 
are new experiences for workers in the informal sector. This condition is exacerbat-
ing because they cannot restore their productivity, while they also do not get social 
assistance specifically to support their job security. Therefore, the informal economy 
is the worst affected sector in this pandemic condition. It then has an impact at the 
national level, considering that this sector is the economic foundation of developing 
countries. Based on data from BPS in 2019, 70.49 million people who work in the 
informal sector will face high livelihood risks during the pandemic.

Although workers in the informal sector do not get as much attention as formal 
workers, a number of studies have proven that they try to do the strategies to get 
out of their limitations (Nangia 1994; Agyei et  al. 2016; Handoyo and Setiawan 
2018; Hidalgo 2019; Danso and Weredu 2020). However, the crisis can exacerbate 
their vulnerability, leading to falling into or even worsening poverty. In this regard, 
Suharto (2002) mentioned that there are at least three reasons underlying this con-
dition based on the previous crises, such as (1) an increase in strict competition in 
line with the increasing rate of informality, (2) an increase in the price of production 
inputs and raw materials, and (3) a combination of net profit has reduced, the after-
effects of currency depreciation, and inflation.

Previous research has investigated informal workers’ adaptive strategies to sur-
vive the crisis (Mahani 1999; Dahles and Prabawa 2013). This study also found 
similar results, where almost all respondents made various efforts to overcome the 
effects of the pandemic-induced crisis. Most of the respondents combined various 



656 The Indian Journal of Labour Economics (2021) 64:641–661

1 3 ISLE

strategies, but they did not do the productive strategy more than the other types of 
strategy due to several limitations, e.g., some workers in the informal sector do not 
have the opportunity to find another job due to tighter competition and limited skills 
as well as the unfavorable market situations. As a result, those who lose their job 
are still trapped in unemployment. They also found it difficult to work harder (e.g., 
increasing the work duration) due to the obstacles from government policies, such as 
social restrictions. This condition is a challenge for them because it is not common 
in previous financial crises. It is almost impossible for them to be encouraged to 
work from home because they mostly rely on earning money from outside the home.

The informal workers’ responses in facing the pandemic must be integrated with 
social assistance support schemes. The central government in collaboration with 
the local governments has issued several social safety net programs (including for 
indirectly affected workers), but some obstacles are still found. First, not all social 
assistance schemes are accessible to informal workers, e.g., the wage subsidy pro-
gram can only target paid workers who are registered in government employment 
insurance. Also, insurance participants are dominated by formal workers or those 
with official employment relationships even though social security is basically for 
all workers. This is due to certain administrative requirements that most workers 
in the informal sector find it difficult to fulfill. Other main reasons are the lack of 
knowledge and inability to pay the insurance premiums (ILO 2010). Second, the 
government does not have definite data regarding the distribution of informal work-
ers. Most of the informal enterprises are not registered, where this condition can be 
affected by the willingness to pay tax (Rothenberg et al. 2016; Osemeke et al. 2020). 
Besides, middle-class workers in the informal sector are threatened with economic 
paralysis because they have not been classified as subsidized recipients before the 
crisis, placing them as the most vulnerable group than the poor. Third, the assistance 
packages in the form of cash transfer or in-kind distribution do not necessarily guar-
antee the fulfillment of low-income groups during the pandemic. Additional actions 
that trigger a more productive strategy are needed as an initial stage for livelihood 
redevelopment, particularly to increase innovation.

The crisis caused by the COVID-19 pandemic offers new hope for paying atten-
tion to the informal sector better than ever. Therefore, Octavia (2020) suggests that 
labor regulations in Indonesia need to have a review so that workers in the informal 
sector are recognized and get special protection. The development of a database of 
people working in the informal sector is needed through a specific platform. This 
scenario needs support from high awareness of informal workers for self-registra-
tion or must be facilitated by certain parties, such as local administrative authori-
ties, companies, communities with workers in the informal sector in the same field, 
or non-governmental organizations (NGOs) that advocate the issue of the shadow 
economy. Rapid tracking is needed to detect the most vulnerable workers in the 
short term during an emergency. One of the best examples found in DIY is the iden-
tification of affected micro-, small-, and medium-sized enterprises through an online 
database system called SiBakul Jogja.

The next problem is that the social assistance programs provided by the gov-
ernment are more based on the poverty status of a person or household even 
though not all workers in the informal sector are classified as poor (Octavia 
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2020). Besides, this pandemic has also caused a new wave of the poor who are 
often not helped with social assistance since the assistance is provided according 
to pre-pandemic classifications. However, it can be complemented by the exist-
ence of social movements from individuals and organizations. Social concern 
among communities is an important asset to fill this gap because social move-
ments can reach a wider group. Workers in the informal sector who do not receive 
assistance usually rely on assistance from grassroots organizations or movements 
(Octavia 2020).

The social capital of the DIY community was quite high during the pandemic. 
In general, there are two existing non-governmental assistances, i.e., those from 
individuals and organizations, for the needs of education, social, and religion. 
This kind of social capital is supported by a moment in the early days of the pan-
demic, which coincides with the month of Ramadan and Eid al-Fitr in which the 
tendency of people in DIY to share is high at this moment. Accordingly, vulner-
able workers in the informal sector who are not reached by government assistance 
schemes can survive because of this social assistance. The sporadic movements 
of the philanthropists are very beneficial, especially for migrants who are not reg-
istered as recipients of assistance in their workplace. A study from Iceland during 
the 2008 crisis found that the role of social relationships between family mem-
bers and non-family members is very crucial in getting someone out of trouble 
due to the economic crisis (Growiec et al. 2012).

This pandemic causes difficulty in decision making since it has to be consid-
ered, for the sake of both health and economic aspects. Informal workers face two 
high risks, i.e., the potential to be infected by the virus while working or being 
hungry if they do not go to work. Purnomo (2020) states that informal businesses 
can still be run during a pandemic as long as it is integrated with standard and 
additional protocols for each business sector as a middle way to save people’s 
lives and livelihoods. Difficult conditions also require entrepreneurs to be more 
creative, e.g., the presentation of food that must be more hygienic and durable or 
among entrepreneurs to expand business scope. Reorientation of good and service 
products can be an alternative for affected workers in the informal sector by look-
ing at the developments in demand, e.g., health protection equipment or personal-
ized assistance (Narula 2020). This action may require reskilling and upskilling 
to improve and increase the capability to take advantage of market demand (ILO 
2020e). Therefore, government support in the form of cash for work can also be 
integrated into the scheme to create job opportunities for unemployed people.

Another step to adapt during a pandemic is to run an information technol-
ogy-based economic business (Shafi et al. 2020). On the one hand, it becomes a 
response to changes in people’s safer shopping style. Digital transformation also 
offers consumer coverage and product branding on a higher scale. On the other 
hand, Purnomo (2020) states that there are challenges faced in this reform, such 
as (1) access to digital infrastructure is inadequate, so the level of digital ecosys-
tem connectivity is low, (2) competition is getting higher, (3) stuttering in dealing 
with business characteristics which require fast and realistic responses, (4) lim-
ited digital literacy, and (5) limited knowledge on financial management during a 
crisis.
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5  Conclusions

The informal sector is too is impacted by the COVID-19 pandemic. This pandemic 
has a major impact on working hours, decrease in the majority of workers in the 
informal sector, as well as the income decrease. The impact of the pandemic started 
to hit them shortly after the COVID-19 issue developed in Indonesia and the govern-
ment applied large-scale social restrictions. Their current conditions of living vary, 
ranging from getting worse to better. In the face of this pandemic, workers in the 
informal sector adopted a livelihood strategy dominated by the sacrifice type, espe-
cially by saving household spending. The bad impact of the pandemic on their liveli-
hoods has caused most of them to expect social assistance, but many of them do not 
get it.

This study concludes that the informal sector is one sector that has been severely 
affected by the COVID-19 pandemic. It is unable to survive the crisis due to the 
pandemic, even though the informal sector was relatively resilient in the previous 
economic crisis. The role of the government’s social assistance is very crucial in 
supporting the livelihood strategies for workers in the informal sector. Therefore, 
social safety nets need to be improved in terms of the quantity and accuracy of the 
assistance target.

This crisis provides a window of opportunity to pay better attention to the infor-
mal sector, particularly in countries with a dominant share of informal employment. 
The recording of informal workers’ data is fundamental to protect them in an emer-
gency situation. They also need to upgrade their business to be more resilient. Labor 
regulations should recognize the existence of the informal sector in a broader scope 
and consider it in a special protection scheme since this sector can basically develop 
like that of the formal sector.
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