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Job Creation Law: Further Regulation on Definite Term Employment 
Agreement and Outsourcing  
 
After approximately three months following the enactment of Law No. 11 of 2020 
on Job Creation (“Job Creation Law”), the Government of the Republic of 
Indonesia has finally issued various implementing regulations aimed to provide 
more clarity on some of the regulatory amendments that were introduced in the Job 
Creation Law. 
 
Specifically, this legal article will cover the highly anticipated government regulation 
in regard to the changes that the Job Creation Law has made to Law No. 13 of 2013 
on Manpower (“Manpower Law”). In particular, regarding the provisions of 
definite term employment agreement and outsourcing that have been amended 
through the relevant government regulation. Such implementing provisions are 
regulated in Government Regulation No. 35 of 2021 on Definite Term Employment 
Agreement, Outsourcing, Work Time and Termination (“GR 35/21”). 
 
Definite Term Employment Agreement (“PKWT”) 
 
One of the most debatable amendments featured in Job Creation Law was in regard 
to the changes it made to the provisions of PKWT. The debates were mostly due to 
the premature hypothesis that Job Creation Law had completely eradicated the 
period threshold (i.e. the period threshold of 5 years) of a PKWT, thus providing 
employers the option to freely hire an employee under a PKWT indefinitely. Our 
previous legal article on changes in Job Creation Law can be accessed here. 
 
However, such hypothesis has been proven to be not entirely accurate, as the 
enactment of GR 35/21 provides various prerequisites that an employer must 
adhere to when hiring an employee under a PKWT which the Job Creation Law 
previously failed to mention. One of the first clarifications that GR 35/21 provides is 
that a PKWT may be based on: (i) time period; or (ii) the completion of a certain 
job, and that a PKWT may not be applied for jobs of a permanent nature.  
 
Please find below the provisions regarding certain job criteria to which a PKWT may 
be applied and PKWT prerequisites based on GR 35/21:  
 
1. Time Period 
 

A PKWT based on a time period (“Time Period PKWT”) may be applied to 
jobs with the following criteria: 

 
(i) jobs completed within a short period of time; 
(ii) seasonal jobs; or 
(iii) jobs related to new products, new activities or additional products that 

are still in the experimental or exploration stage. 
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Pursuant to GR 35/21, a Time Period PKWT may be conducted for a maximum 
period of 5 years, and may be subject to extension. However, any extension 
shall be made by agreement between the employer and the employee, and 
provided that the entire PKWT period including its extension does not exceed a 
period of 5 years. 
 
As opposed to what was previously regulated under the Manpower Law 
regarding period threshold of PKWT, GR 35/21 has “simplified” the approach to 
such period threshold, by providing employers the option to set the PKWT for a 
maximum period of 5 years right from the start, thereby omitting any formality 
of extension and renewal after a certain period. 
 
In relation to existing PKWTs that were entered into prior to the enactment of 
GR 35/21 and are still in force, such PKWT shall remain in force until the PKWT 
comes to an end. 
 

2. Completion of Certain Jobs 
 

A PKWT based on the completion of certain jobs (“Job Completion PKWT”) 
may be applied to jobs with the following criteria: 
 
(i) one-time jobs; or 
(ii) jobs of a temporary nature. 

 
Based on GR 35/21, a Job Completion PKWT shall be determined by the 
agreement between the employer and the employee, as set out in the 
employment agreement. Further, it was stipulated that the agreement shall 
detail: (a) the scope and limitations of the job; and (b) the time period for the 
completion of the job. 
 
Unlike a Time Period PKWT, GR 35/21 does not provide any period limitation 
for a Job Completion PKWT. With lenient prerequisites (e.g. vague definition of 
“jobs of a temporary nature”) and no period limitation, this may be seen as a 
window to facilely hire employees under a PKWT status for a long period of 
time. 
 
It is important to note, however, that Job Creation Law has explicitly stated 
that if a PKWT (both Time Period PKWT and Job Completion PKWT) is carried 
out disaccording to the criteria and/or prerequisites of a PKWT, as set out in 
the Job Creation Law, by law the PKWT will be deemed as an indefinite term 
employment agreement (“PKWTT”). 

 
3. Certain Jobs Apart from Jobs with the Criteria as mentioned in No. 1 and No. 2 

Above with a Temporary Type and Nature or Activity 
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Aside from Time Period PKWT and Job Completion PKWT, PKWT may also be 
implemented to other jobs with a temporary type and nature or activity, which 
vary in terms of time period and work volume, with an attendance-based wage 
payment. This type of PKWT may be conducted by way of a daily employment 
agreement. 
 
Employee hired under a daily employment agreement shall work for less than 
21 working days in 1 month. In the event that the employee works for 21 days 
or more for 3 consecutive months, the daily employment agreement will by 
law be transformed into a PKWTT. 

 
Compensation Pay 
 
As previously introduced by the Job Creation Law, the concept of compensation 
pay, (i.e. an entitlement given to the PKWT employee when the PKWT comes to an 
end, either by the expiry of the PKWT or early termination of the PKWT by either 
party) are further elaborated in GR 35/21.  
 
Based on GR 35/21, a PKWT employee with a term of service of minimum 1 (one) 
consecutive month shall be entitled to receive compensation pay with the following 
calculation basis: 
 
term of service X 1 (one) month of wage 

12 
* The above calculation does not apply to employees hired by micro and small enterprises. 
Compensation pay for employees hired by micro and small enterprises shall be determined by 
agreement between the employer and the employee. 
 
GR 35/21 provides an exception to that entitlement. Pursuant to GR 35/21, foreign 
workers hired under a PKWT are not entitled to receive compensation pay. As such, 
only domestic/Indonesian workers hired under a PKWT will be entitled to receive 
the compensation pay. 
 
However, we should also point out that the concept of compensation pay is still 
very new, and arguably a bit perplexing. One of the confusions is how to calculate 
the compensation pay when the employer/the employee unilaterally terminate the 
employment relationship prior to the end of the period.  
 
As we may recall, the Manpower Law governs the obligation to pay for damages in 
the amount of the employee’s entire remaining monthly salary when one of the 
parties terminate the agreement before the end of the period. In this light, this 
means that in the event that an employee terminates a PKWT earlier than the 
stipulated time, the employee will be entitled to compensation pay, but will also be 
obligated to pay for damages to the employer. Such ruling is definitely strange 
indeed, but alas, we shall see how this plays out in everyday practice. 
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Outsourcing 
 
The only new stipulations regarding outsourcing (alih daya) provided in GR 35/21 
include terms regarding protection for employees hired by an outsourcing company, 
wages, welfare, working terms and any possible dispute shall be stipulated in the 
employment agreement, company regulation or collective labour agreement. GR 
35/21 remains silent on the outsourcing criteria and the types of work open for 
outsourcing.  
 
As a reminder, Job Creation Law has omitted the articles under the Manpower Law 
which stipulates the types of outsourcing, the relationship between outsourcing 
company and the employing company, outsourcing criteria and the types of work 
open for outsourcing (“Outsourcing Provision”). This is further complicated by 
the fact that both Job Creation Law and GR 35/21 fail to mention anything about 
the status of Minister of Manpower and Transmigration Regulation No. 19 of 2012, 
as lastly amended by Minister of Manpower Regulation No. 11 of 2019 (“MoM 
Reg”), which still stipulates the mentioned Outsourcing Provision. 
 
The closing provision (Article 185 letter b) of Job Creation Law  only stipulates that 
all implementing regulations of laws that are amended by Job Creation Law (e.g. 
Manpower Law) will remain in force as long as it does not conflict with the Job 
Creation Law, and will be adjusted within a maximum period of 3 months. In this 
line, the phrase “does not conflict” is rather ambiguous, as it is not clear whether 
the absence of abovementioned Outsourcing Provision in Job Creation Law (and GR 
35/21) will deem the MoM Reg (and the provisions therein which basically provides 
further stipulations on outsourcing) to be “in conflict” with Job Creation Law. 
 
Moreover, if MoM Reg is in fact “in conflict” with Job Creation Law, wouldn’t it 
already have been adjusted by now as per the stipulation in the Closing Provision of 
the Job Creation Law? It has been more than 3 months following the enactment of 
Job Creation Law, yet, any adjustment towards the MoM Reg remains to be seen. 
 
This Legal Alert serves as the first part of the assessment on GR 35/21. Further 
assessment will be provided in the subsequent series. 
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