
 
 

 

Our Services: 

Mergers & Acquisitions | Capital Market & Securities | Private Equity | Compliance, Governance & Risk Management | Banking & Financial Institutions | Fintech | 

Corporate & Project Finance | Restructuring & Distressed Assets Management | Power | Infrastructure | Mining & Metals | Oil & Gas | Property & Real Estate | Joint 

Ventures & Foreign Direct Investment | Telecommunications, Media & Technology (TMT) | State-Owned Enterprises   |   Employment 

NEWSLETTER   
5 March 2021 

THE IMPACT OF GOVERNMENT 

REGULATION NO. 35 OF 2021 TO 

EMPLOYMENT RELATIONS: A FAIR 

EMPLOYMENT RULE? 

An Overview 

On 2 February 2021, the Government of the Republic of Indonesia issued 

Government Regulation No. 35 of 2021 on Fixed-Term Employment Agreement, 

Outsourcing, Working Time and Rest Time, and Termination of Employment 

(GR 35/2021). GR 35/2021 is one of the longest-awaited regulations mandated 

under Law Number 11 of 2020 on Job Creation (Job Creation Law) as Job 

Creation Law has many outstanding matters on employment matters that need 

to be detailed further and clarified under implementing regulations.  

GR 35/2021 includes the following provisions (i) specific requirements for 

Fixed-Term Employment Agreement (Perjanjian Kerja Waktu 

Tertentu/PKWT), (ii) compensation for PKWT workers, (iii) protection of 

workers and the business licensing for the outsourcing company, (iv) provisions 

on working time, overtime, and rest time for workers, (v) procedures for 

termination of employment, and (vi) severance pay, long service pay, and 

compensation rights. It is expected that this regulation will encourage new job 

opportunities in Indonesia while also bring more protections for the workers.  

We set out below our highlight of the notable provisions in this GR 35/2021. 

Key Changes 

Fixed Term Employment Agreement 

As previously known, the maximum period and extension provision of 

PKWT, which was regulated under Law No. 13 of 2003 on Manpower 

(Manpower Law), has been taken out by Job Creation Law. This change 
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under Job Creation Law was left open to interpretation that PKWT may 

be made continuously. However, this period and extension have now 

been detailed under GR 35/2021 as follows: 

1. PKWT Based on a Term 

PKWT based on a term (Term Based PKWT) can be arranged for the 

following works: 

(a) Work in which maximum time for completion is 5 (five) years; 

(b) Seasonal work;1 or 

(c) Work that is related to a new product, a new activity or an 

additional product that is still on trial. 

Under GR 35/2021, the Term Based PKWT can be executed and 

extended for a maximum period of 5 (five) years. GR 35/2021 is silent 

about the maximum times for the extension, which can be 

interpreted that the Term Based PKWT can be extended several 

times, based on employer and worker’s agreement, as long as the 

total period of Term Based PKWT and its extension(s) do not exceed 

5 (five) years. 

2. PKWT Based on the Completion of Work 

PKWT based on the completion of work (Work Based PKWT) can 

be arranged for the following works: 

(a) Work to be performed and completed at once; or  

(b) Work which is temporary by nature. 

Under GR 35/2021, Work Based PKWT is subject to the agreement of 

both parties which includes: 

(a) The scope and limitations for completion of work; and  

 
1 Based on Art 7(1) of GR 35/2021, seasonal work is the works that depends on 

(i) season or weather, (ii) certain conditions. 
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(b) The term of PKWT is adjusted to the completion of work.  

In this case, the term of Work Based PKWT ends by law when the 

work is finished before the agreed term. If the work cannot be 

completed within the agreed term, the term of Work Based PKWT 

can be extended until the completion of work. Unlike the Term Based 

PKWT, there is an absence of an explanation for how long this Work 

Based PKWT can be extended. It may be therefore interpreted that 

Work Based PKWT can be extended for more than 5 (five) years as 

long as the work has not been completed. 

Further, we note that in practice an employer may want to change a 

Term Based PKWT into Work Based PKWT—or vice versa, 

However, as GR 35/2021 is silent on the matter of PKWT renewal, we 

view that such change can be done after expiration of or by 

terminating the existing contract and enter into a new one to fit the 

purpose.  

3. PKWT other than Term Based PKWT and Work Based PKWT  

This PKWT can be arranged for other works that are not permanent 

in nature. Based on GR 35/2021, these works can be engaged under 

a freelance employment agreement. It seems that GR 35/2021 adopts 

the provisions on freelance employment agreement under Minister 

of Manpower Decree No. 100 of 2004 on Implementation Term of 

Fixed Term Employment Agreements (MOM Decree 100/2004). 

MOM Decree 100/2004 regulates that the worker must work for less 

than twenty-one (21) days in one (1) month. If the workers work 

twenty-one (21) days or more in three (3) months or more 

consecutively, the PKWT must be regarded automatically as 

Permanent Employment Agreement (Perjanjian Kerja Waktu Tidak 

Tertentu/PKWTT). Please note, this such provision is only applicable 

for the Daily Work Agreement (Perjanjian Kerja Harian). 

GR 35/2021 also appends the requirement which obliges PKWT to be 

registered online with the Minister of Manpower not later than 3 (three) 

working days from the signing date of PKWT. If the online registration 

service is yet to be available, the employer may register the PKWT in 

writing by 7 (seven) working days at the latest. 
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The same as Job Creation Law, GR 35/2021 is also silent on the renewal 

of PKWT.  It can therefore be interpreted that even though extension of 

PKWT is limited, GR 35/2021 does not restrict renewal of PKWT and 

therefore it can be done multiple times.  

Compensation for PKWT Workers  

Although GR 35/2021 allows a longer term of PKWT than the previous 

provision in Manpower Law, GR 35/2021 provides additional benefit to 

the workers under PKWT by monetary compensation. Based on Job 

Creation Law and GR 35/2021, employers must provide compensation 

for workers under PKWT who have continuously worked for at least 1 

(one) month at the end of PKWT, whether expired or terminated. 

The PKWT worker who has perpetually worked for 12 (twelve) months, 

are entitled to compensation in the amount of 1 (one) month of salary, 

while for workers who have worked for more than or less than 12 

(twelve) months, the compensation will be calculated proportionally 

with the following formula: 

period of works

12
 x 1 (one) month salary 

If a PKWT is extended, this compensation must be given at the 

completion of the PKWT period before the extension, while the 

compensation for the extension period shall be given at the end of such 

extension period. Please note that this compensation is only applicable 

for local workers.    

The calculation above does not apply to micro and small enterprises since 

GR 35/2021 stipulates that the amount of compensation for workers in 

micro and small enterprises is given subject to the agreement between 

the employer and the worker.  

To be noted, the employer who violates the provisions of compensation 

will subject to the administrative sanctions set out under GR 35/2021.  
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Working Time, Rest Time, Overtime Work, Long-term 

Leave 

Working Time and Rest Time 

As previously regulated under Manpower Law, GR 35/2021 also sets the 

same statutory limits on working time.  Generally, the workers can have 

either: 

1.  7 (seven) hours within 1 (one) day and 40 (forty) hours within 1 

(one) week for 6 (six) working days within 1 (one) week; or  

2.  8 (eight) hours within 1 (one) day and 40 (forty) hours within 1 

(one) week for 5 (five) working days within 1 (one) week. 

However, this limitation is not applicable for certain business sector or 

works, that need to apply working time more than such limitation. In this 

case, employer must comply with the provisions determined by the 

Minister of Manpower. On the other hand, GR 35/2021 clearly reinforces 

the provision on 2 (two) days of weekly rest for worker with 5 (five) 

working days in a week, which was previously revoked under Job 

Creation Law.  

Overtime Work 

GR 35/2021 also incorporates the provisions regarding the overtime work 

which were previously stipulated under Minister of Manpower Decree 

Number 102 of 2004 on Overtime Work and Overtime Pay. Overtime 

work can only be performed for maximum of 4 (four) hours a day and 

18 (eighteen) hours a week. This provision does not apply to certain 

business sectors or type of work. Employers must pay workers 

adequately for the extra hours. In addition to paying the overtime pay, 

employers must provide enough rest time, and adequate food and drinks 

of at least 1,400 calories to workers who work overtime. 

Long-term Leave 

Under Job Creation Law, certain companies may provide long-term 

leave as set out under their employment contract, company regulation or 

collective labour agreement. The criteria of certain companies will be 

further regulated under government regulation. GR 35/2021, however, 
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only states that certain companies that can give long-term leave are the 

companies that are able to give such long-term leave.  

Termination of Employment 

Procedures for Termination of Employment for PKWTT Workers  

Generally, the termination of employment can be done by way of (i) 

voluntarily resignation or (ii) termination by the employer due to specific 

reasons. In terms of the termination is done by the employer, Job 

Creation Law has a more unilateral approach. The termination only 

entails notification from the employer and no bipartite negotiation is 

required, except if the relevant worker rejects such termination.  This 

provision simplifies termination by employer procedures when there is 

no dispute involved. 

Based on GR 35/2021, the written notification and grounds of termination 

of the relevant worker must be given to the worker and/or workers union 

no later than 14 (fourteen) days before the day of termination.  The notice 

must be provided no later than 7 (seven) days before the day of 

termination for workers in the probationary period. If the worker agrees 

to the termination, the employer must report the termination of 

employment to the Ministry of Manpower and/or manpower agency. 

Otherwise, if the worker rejects the termination, the worker must submit 

a rejection letter along with the rejection grounds no later than 7 (seven) 

days after the receipt of the termination notice to the employer. In the 

event of dissent between terminating employer and terminated worker, 

they have to conduct bipartite negotiation. If they do not reach a 

settlement, then they can proceed the case through the dispute settlement 

procedures which include the mediation, and the court proceedings at 

the Industrial Relation Court. 

Termination Benefits 

GR 35/2021 essentially regulates further provisions regarding the 

calculation formula for severance pay, long service pay, and 

compensation rights for each condition of termination previously 

revoked under Job Creation Law. The calculation formula for 

termination benefits under GR 35/2021 is summarized under the 

Attachment to this Newsletter. GR 35/2021 also allows the employer not 
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to pay severance pay in full in certain circumstances, as further explained 

in the Attachment. From the formula, we can conclude that GR 35/2021 

imposes less benefit for workers in case of termination of employment.  

Based on GR 35/2021, in case an employer has enrolled its workers in a 

pension program, the contributions paid by such employer under such 

pension program can be calculated as a part of the fulfilment of its 

obligations for severance pay, long service pay, and compensation rights. 

If the pension benefit is less than the required sum of severance pay, long 

service pay, and compensation rights, the employer is obliged to pay the 

remaining outstanding amount. 

However, GR 35/2021 exempts micro and small enterprises from the 

requirement to pay severance pay, long service pay and compensation 

rights according to the formula set out under GR 35/2021. Otherwise, the 

severance pay, long service pay and compensation rights as well as 

separate pay will be paid based on the agreement between the employers 

and the workers. 

Outsourcing 

In line with Job Creation Law, GR 35/2021 reiterates the obligation for the 

outsourcing company to include the provision of transfer of rights 

protection in the agreement for PKWT workers in the event of a change 

of outsourcing companies to the extent that the outsourced work is still 

available.   

The same with Job Creation Law, GR 35/2021 does not also restrict the 

type of works to be outsourced. Given this, it can be interpreted that Job 

Creation Law and GR 35/2021 intend to allow outsourcing of works 

regardless of the type of the works (either core or non-core activities) 

being outsourced. That said, given Minister of Manpower Regulation 

No. 19 of 2012 on Terms on Submission of Part of the Work to Other 

Companies is still effective and not yet revoked, the outsourcing of core 

activities will still be restricted by the minister regulation.  
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Closing Remarks 

Generally, GR 35/2021 has clarified some outstanding matters of 

employment cluster in Job Creation Law. Regardless any opinion on 

whether this regulation is pro-employer or pro-worker, we can see the 

effort from the government to set a balanced rule for employment 

relation. It is therefore expected that this regulation can promote new job 

opportunities and on the other hand provides more reasonable 

protection for workers.  

The effort to create a set of balanced rules for employment relation 

should not stop here. Minister of Manpower must continue the effort by 

issuing ministerial regulations that are in line with the spirit of Job 

Creation Law and GR 35/2021 as well as revoking existing regulations 

that are no longer relevant with the goal of Job Creation Law.  
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Attachment 

Termination Benefits Formula 

Below is the termination condition along with the calculation formula of severance pay, service pay, compensation 

rights, and separate pay. 

No. Basis of Termination 

Severance Pay 

(multiplication) 

Long Service Pay 

(multiplication) 

Compensation 

Rights 

Separate Pay 

1. 

The employer performs 

merger, consolidation or 

spin-off and worker is not 

willing to continue the 

employment relationship or 

employer is not willing to 

accept the worker. 

1 1 √ - 

2. 

The employer terminates the 

employment agreement 

because of the acquisition of 

the company. 

1 1 √ - 

3. 

The worker is not willing to 

continue the employment 

agreement because of 

acquisition of the company 

that results in an adverse 

change in terms of 

employment.  

0,5 1 √ - 
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No. Basis of Termination 
Severance Pay 

(multiplication) 

Long Service Pay 

(multiplication) 

Compensation 

Rights 

Separate Pay 

4. 

Corporate efficiency due to 

the losses. 
0,5 1 √ - 

5. 
Corporate efficiency to 

prevent the losses. 

1 1 √ - 

6. 

The employer has to be 

closed down due to 

continual losses for 2 (two) 

years consecutively or losses 

not consecutively for 2 (two) 

years. 

0,5 1 √ - 

7. 

The employer has to be 

closed down not because of 

losses. 

1 1 √ - 

8. 

The employer has to be 

closed due to force majeure. 
0,5 1 √ - 

9. 

Force majeure that does not 

result in the employer has to 

be closed down. 

0,75 1 √ - 

10. 

The employer is in 

suspension of a debt 

payment due to losses. 

0,5 1 √ - 
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No. Basis of Termination 
Severance Pay 

(multiplication) 

Long Service Pay 

(multiplication) 

Compensation 

Rights 

Separate Pay 

11. 

The employer is in 

suspension of a debt 

payment not because of 

losses. 

1 1 √ - 

12. 

The employer is declared 

bankrupt. 
0,5 1 √ - 

13. 

The worker applies for 

termination of work because 

employer committing the 

following actions: 

(i) Battered, rudely 

humiliated or 

intimidated the 

worker;  

(ii) Persuaded and/or 

ordered the worker to 

commit acts that 

against statutory laws 

and regulations;  

(iii) Not paid wages at a 

prescribed time for 

three months 

consecutively or more;  

(iv) Not performed 

obligations promised 

to worker; 

1 1 √ - 
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No. Basis of Termination 
Severance Pay 

(multiplication) 

Long Service Pay 

(multiplication) 

Compensation 

Rights 

Separate Pay 

(v) Orders the worker to 

perform work outside 

of that which has been 

agreed upon; and 

(vi) Ordered the worker to 

carry out work that 

endangered life, safety, 

health and morality of 

the worker which is 

not mentioned in the 

work agreement. 

14. 

A verdict by an industrial 

relations dispute settlement 

agency that states the 

employer does not commit 

the actions in point 13 above. 

- - √ √ 

15. 

The worker who does a 

voluntary resignation and 

fulfil the following 

requirements: 

(i) Submit a resignation 

letter no later than 30 

(thirty) days prior to 

the date of resignation; 

(ii) Not being bound by a 

contract to serve the 

enterprise; and  

- - √ √ 
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No. Basis of Termination 
Severance Pay 

(multiplication) 

Long Service Pay 

(multiplication) 

Compensation 

Rights 

Separate Pay 

(iii) Continue to carry out 

his or her obligations 

until the date of his or 

her resignation. 

16. 

The worker has been absent 

from work for 5 (five) 

workdays or more 

consecutively without 

submitting to the employer a 

written explanation 

supplemented with valid 

evidence and the employer 

has properly summoned 

them twice in writing. 

- - √ √ 

17. 

The worker violated the 

provisions that are specified 

under work agreement, the 

company regulation, or the 

collective labour agreement 

and the employer has issued 

the warning letter up to three 

times consecutively which 

0,5 1 √ - 
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No. Basis of Termination 
Severance Pay 

(multiplication) 

Long Service Pay 

(multiplication) 

Compensation 

Rights 

Separate Pay 

valid for 6 months unless 

otherwise stated. 

18. 

The worker committed an 

urgent nature violation as 

stipulated under 

employment agreement, 

company regulation, or 

collective labor agreement. 

- - √ √ 

19. 

The worker cannot perform 

work for 6 (six) months 

because the worker is being 

detained by the authorities 

related to the company's 

losses. 

- - √ √ 

20. 

The worker cannot perform 

work for 6 (six) months 

because the worker is being 

detained by the authorities 

which not related to the 

company's losses. 

- 1 √ - 

21. 
The court decided criminal 

cases before the end of the 6 

- - √ √ 
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No. Basis of Termination 
Severance Pay 

(multiplication) 

Long Service Pay 

(multiplication) 

Compensation 

Rights 

Separate Pay 

(six) months and there is a 

conviction states that the 

worker has committed a 

criminal act related to the 

company's losses. 

22. 

The court decided criminal 

cases before the end of the 6 

(six) months and there is a 

conviction states that the 

worker has committed a 

criminal act that not related 

to the company's losses. 

- 1 √ - 

23. 

The worker experiences 

prolonged sickness or 

disability because of the 

working accident and unable 

to execute their work after 

elapsing the 12 (twelve) 

months period. 

2 1 √ - 

24. 

The worker requests that 

their employment be 

terminated because the 

2 1 √ - 
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No. Basis of Termination 
Severance Pay 

(multiplication) 

Long Service Pay 

(multiplication) 

Compensation 

Rights 

Separate Pay 

worker is experiencing 

prolonged sickness or 

disability because of the 

working accident and unable 

to execute their work after 

elapsing the 12 (twelve) 

months period. 

25. 
The worker enters the age of 

retirement. 

1,75 1 √ - 

26. The worker passed away. 2 1 √ - 

 

 

 
 

 


