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On 2 November 2020, Law No. 11 of 2020 on Job Creation (“Omnibus Law”) was officially issued. The 
Omnibus Law, which is 1,187 pages long and amends 75 existing laws, is designed to create and 
increase job opportunities and ensure that every citizen can attain fair and decent employment. 

This legal article will break down several debatable amendments of Law No. 13 of 2003 on Manpower 
(“Manpower Law”) that are stipulated in Chapter IV of Omnibus Law regarding Manpower.

Minimum Wage

One of the issues surrounding Omnibus Law that caused public controversy involves eradication of 
the concept of regency/municipal minimum wage. Although the Omnibus Law does amend some 
provisions regarding wage and minimum wage policies, the provisions were only slightly 
moderated. Based on Omnibus Law, provisions regarding minimum wage shall be stipulated in 
Article 88C of the Manpower Law. 

The policy of setting a provincial and regency/municipal minimum wage is still retained in the 
Omnibus Law. The provincial minimum wage is obligated to be determined by the Governor, 
whereas the regency/municipal minimum wage may be determined by the Governor with certain 
conditions. These certain conditions include the regional economic growth and inflation in the 
relevant regency/municipal. However, the Omnibus Law omitted the concept of sectoral minimum 
wage.

Based on Manpower Law, employers are generally prohibited from paying wages lower than the 
determined minimum wage. In this regard, Manpower Law provides an exception, whereby an 
employer who is incapable of paying the minimum wage may “suspend” the minimum wage 
payment for a certain period of time by filing a request to the Governor, with consent from the 
employees. However, this exception is omitted in Omnibus Law, and is instead replaced by another 
form of minimum wage exemption. 

Based on the Omnibus Law, micro and small enterprises are exempted from the obligation to pay 
minimum wage to its employees. The Omnibus Law provides freedom for micro and small 
enterprises to determine the salary of its employees based on an agreement between the employer 
and the employee. However, the salary agreement shall be subject to the percentage of the average 
public consumption based on data from the authorized institution in the field of statistics.

Definite Term Employment Agreement

Pursuant to Manpower Law, employment agreements may be in the form of a Definite Term 
Employment Agreement (“PKWT”) (more commonly known as “contract employee”) or an 
Indefinite Term Employment Agreement (“PKWTT”) (more commonly known as “permanent 
employee”). The Omnibus Law has altered most of the criteria applicable for a PKWT under 
Manpower Law, rendering this provision to be one of the most debatable changes made in the 
Omnibus Law.
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Previously, the main characteristic of a PKWT is that it shall be made in writing and may only be 
applied to jobs that are not permanent in nature with a limited employment period of 5 years (2 
years, extended once for 1 year, and can be renewed once for 2 years). A consequence of PKWT, 
which is not made in writing, is that it shall be automatically transformed to a PKWTT.

The Omnibus Law omitted the obligation for a PKWT to be made in writing. As such, if a PKWT is not 
made in writing, there shall be no consequences. 

Furthermore, the Omnibus Law has omitted all provisions relating to the period threshold for a 
PKWT by stating that the period and completion of a certain job for a PKWT shall be determined in 
the employment agreement. At a glance, this could mean that the employment agreement may 
freely determine the period of a PKWT, and that the PKWT may be conducted for an indefinite 
period of time. 

In regards to this, the public fears that if the provisions in Omnibus Law relating to PKWT are 
applied, it would cause a disadvantage towards the rights of employees employed under a PKWT 
status, as employers may employ them indefinitely, and thus depriving them of the benefits of 
PKWTT. However, we should note that the Omnibus Law has introduced a new type of benefit for 
PKWT employees, namely “compensation pay”, of which a PKWT employee shall be entitled to 
receive if their employment agreement has ended due to expiration of the period or completion of 
the work.

Nevertheless, before we jump to any conclusions, Omnibus Law does state that the prerequisites of 
a PKWT, including the type of work, period, extension, as well as regarding compensation pay, will 
be further regulated in a separate Government Regulation.

Outsourcing

Currently, Manpower Law allows companies to subcontract part of their work to other legal entities 
based on an outsourcing agreement (perjanjian pemborongan) or the provision of worker/labour 
services (penyediaan jasa pekerja/buruh) made in writing. The Manpower Law also sets criteria for 
outsourcing and worker/labour service provider.

The Omnibus Law omits all provisions related to the above and added only one new article related 
to outsourcing, which shall be stipulated under Article 66 of the Manpower Law. Article 66 stipulates 
that the employment relationship between the worker/labour with the outsourcing company 
(perusahaan alih daya) shall be made in writing in the form of PKWT or PKWTT.

It was further stipulated that an outsourcing company shall be in the form of a legal entity and is 
obligated to hold a business license issued by the Central Government. However, the Article does 
not stipulate or provide any prerequisite regarding the criteria of outsourcing, nor the type of works 
that may be outsourced. As a result, we may briefly interpret that Omnibus Law allows companies 
to outsource all types of work due to the revocation of the currently applicable outsourcing criteria 
under the Manpower Law.

Moreover, Omnibus Law also didn’t mention any further implementing regulation that will be 
enacted to address the absent criteria of outsourcing. It was only mentioned that in regards to 
protection of the worker/labour, such will be further regulated with a Government Regulation.

Despite the omission of outsourcing-related provisions in the Omnibus Law, we should bear in mind 
that outsourcing terms are also regulated under Minister of Manpower and Transmigration 
Regulation No. 19 of 2012, as lastly amended by Minister of Manpower Regulation No. 11 of 2019 
(“MoM Regulation”). The MoM Regulation is still in force and has not been revoked, which means 
that companies intending to outsource its works are still bound by the provisions contained in the 
MoM Regulation.



Work Time and Long Leave

In essence, the work hours of employees under the Omnibus Law are still 7 hours per day and 40 
hours per week for a 6-day work week or 8 hours per day and 40 hours per week for a 5-day work 
week. The Omnibus Law has slightly increased the permitted overtime hours from a maximum of 3 
hours per day and 14 hours per week permitted by Manpower Law to a maximum of 4 hours per day 
and 18 hours per week.

One point that is worth noting, however, is that Omnibus Law has materially changed certain 
company obligations to grant a long leave for employees that have worked in the company for 6 
consecutive years. Based on the Omnibus Law, certain companies may grant long leave to its 
employees, and the stipulation of which shall be regulated in the employment agreement, 
company regulation or collective labor agreement. Whereas in Manpower Law, certain companies 
are obliged to grant long leave for its employees after the employee has worked in the company for 
6 consecutive years. 

However, we should note that the scope of “certain companies” obligated to grant long leave to their 
employees, as mentioned in the Manpower Law, has been determined under Minister of Manpower 
Decree No. KEP-51/MEN/IV/2004 Year 2004 of 2004 on the Long Leave for Certain Company (“MoM 
Decree”). Based on the MoM Decree, companies that are obligated to implement long leave are only 
companies that have been implementing long leave prior to the issuance of the MoM Decree. 

Termination Entitlements

Under the Manpower Law, termination entitlements consist of severance pay, long service pay, and 
compensation of rights. 

Article 156 paragraph (4) of the Manpower Law stipulates the components of compensation of right 
payments, as follows: (a) untaken annual leave; (b) cost of returning worker to home; (c) 
compensation for housing, and medical treatment that is 15% from the severance pay and/or long 
service pay; and (d) other terms as agreed in the employment agreement, company regulation, or 
collective work agreement.

Compensation for housing and medical treatment as mentioned in point c above was deleted in the 
Omnibus Law. Yet, the rest of the provisions remain unchanged. In regards to the calculation of 
termination entitlements, Manpower Law provides different calculations for entitlements for each 
ground of termination (e.g. violation of the employment agreement: 1x severance pay, 1x long 
service pay and compensation pay; death: 2x severance pay, 1x long service pay and compensation 
pay). However, the Omnibus Law omitted the differentiation of the termination entitlement 
provided in Manpower Law. Hence, termination entitlement in the Omnibus Law shall be calculated 
purely based on the term of employment of the employee.

While we understand the public’s concerns regarding some of the amendments in the Omnibus 
Law, particularly regarding PKWT and termination entitlements, it would be premature to impose 
prejudiced views towards Omnibus Law, since most of the amendments that were made were 
boding a further implementing regulation in the form of a Government Regulation. Alas, we shall 
wait for the enactment of such implementing regulations before we can arrive at any conclusions.

Job Loss Security

The Omnibus Law also introduces a new social security program, namely “job loss security”. Job loss 
security is a security provided by Manpower Social Security/Badan Penyelenggara Jaminan Sosial 
Ketenagakerjaan and is intended for workers who have lost their jobs. The government will pay the 
job loss guarantee fee. Job loss benefits are in the form of cash, job information and job training.
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Conclusion

Although Omnibus Law has rendered multiple changes to the provisions in Manpower Law, 
employers should bear in mind that they cannot immediately implement the provisions in 
Omnibus Law, particularly regarding work time, leave and termination entitlements. This is because 
such provisions are usually further specified under the employment agreements, company 
regulation and/or collective labour agreements. Hence, prior to implementing the provisions 
provided under Omnibus Law, employers should consider making adjustments to the relevant 
agreement applicable to their employees.

*The authors would like to acknowledge the contribution of Natania Lie in preparing this legal 
alert.

Legal Alert

Employment and Industrial Relations
FDI and Joint Ventures
Corporate Merger and Acquisition

Practice Areas:


