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 This study analyzes how employment contracts should be formed, performed, 

and adapted in Indonesian business law practice after Constitutional Court 

Decision No. 168/PUU-XXI/2023. It uses doctrinal (normative juridical) 

legal research with statute, case, and conceptual approaches. The primary legal 

materials are the Civil Code, Law No. 13 of 2003 on Manpower, Law No. 6 

of 2023, Government Regulation No. 35 of 2021, and the Court decision. The 

secondary materials are 35 journal articles published in 2021–2025. The 

materials were analyzed through systematic interpretation, a before-and-after 

comparison of the norms changed by the decision, and a thematic synthesis of 

the literature under three categories: validity, performance, and legal certainty. 

The analysis yields three findings. First, contract validity operates on two 

layers, because Article 1320 of the Civil Code must be read together with 
mandatory labor norms. Second, the decision changes five clause-level 

checkpoints: fixed-term duration, written Indonesian form, outsourcing scope, 

weekly rest, and wages and termination. Third, the literature explains the gap 

between contract text and practice through flexible rules, unclear worker status, 

limited worker understanding, and slow enforcement. The study proposes a 

contract-lifecycle compliance framework covering formation, performance, 

adaptation, and dispute, and notes that field validation through interviews 

remains a task for further research. 
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Introduction 

Employment relationships connect the operational needs of companies with workers’ need for job certainty, 

wages, and protected rights (Hidayah et al., 2021; Sinaga & Zaluchu, 2023). Because the relationship arises 

from an agreement, the employment contract becomes the legal instrument that fixes the work to be done, 
the wage, and the obligations of each party (Kunarti et al., 2024; Rifai et al., 2025). A contract therefore 

works not only as an administrative document but also as a basis for legal certainty in business activities 

(Noviana et al., 2022; Siahaan et al., 2024). 

Employment contracts in Indonesia are governed by Law No. 13 of 2003 on Manpower, as amended 

through the Job Creation regime and finally by Law No. 6 of 2023, together with Government Regulation 

No. 35 of 2021 (Kunarti et al., 2024; Nugroho et al., 2024). The reform was designed to improve the 

investment climate and make the labor market more flexible (Hadi et al., 2023; Iqbal et al., 2022). 
Comparisons between the old Manpower Law and the Job Creation Law, which began before the reform 
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was enacted, already pointed to changes in worker welfare (Perdana, 2021). Later studies show that the 

reform reduced several protections that the Manpower Law had guaranteed, especially for fixed-term and 

outsourced workers (Izzati, 2022; Sarjana et al., 2023). The omnibus method itself also raised questions about 

legal hierarchy and legal certainty (Laksana & Fareha, 2025; Mahy, 2022). 

On 31 October 2024, the Constitutional Court issued Decision No. 168/PUU-XXI/2023, which partly 

granted the judicial review of Law No. 6 of 2023 and gave a new interpretation to a series of labor provisions 

(Estiwardani, 2025; Wenang et al., 2025). For fixed-term contracts, the Court set a maximum of five years 
including extensions and required that the contract be written in Indonesian and Latin letters (Fauzi, 2025; 

Sumertajaya et al., 2024). Hasanah and Sulistina (2025) read the decision as a response to the legal 

uncertainty that the Job Creation regime created for workers’ welfare. Suryana (2025) adds that the decision 

also bears on the priority given to Indonesian workers in employment policy. 

The problem is that a stronger legal text does not automatically produce compliant contracts (Permana, 

2022). Practice still shows a mismatch between contract type and job characteristics, unclear clauses, and 

unfulfilled rights (Hidayati et al., 2025; Rifai et al., 2025). Workers on fixed-term contracts often lack a clear 
understanding of their status and of the communication with their employer (Gunadi et al., 2022). 

Outsourced workers face similar uncertainty because their protection depends on what the written agreement 

provides (Kesuma & Uwiyono, 2022; Wardah, 2024). Enforcement adds a further problem, since orders 
against employers who do not pay severance are hard to execute (Mashari & Suroto, 2022; Padilah et al., 

2024). 

Previous studies examine protection under fixed-term and permanent contracts (Permana, 2022; Purba 

et al., 2024), the effect of the Job Creation Law on workers (Nugroho et al., 2024; Tobing et al., 2023), and 
the implications of the Court decision for fixed-term contracts (Sumertajaya et al., 2024; Wenang et al., 

2025). These studies treat the contract mainly as an object of worker protection and usually examine one 

issue at a time, such as duration, outsourcing, or termination (Fauzi, 2025; Kunarti et al., 2024). The 
reviewed literature does not yet translate the changes made by Decision No. 168/PUU-XXI/2023 into 

contract-level checks that cover formation, performance, and dispute. This gap matters because the decision 

changes what a compliant clause looks like, while frameworks that focus on formal validity cannot explain 

why non-compliance persists (Gunadi et al., 2022; Mashari & Suroto, 2022). 

The novelty of this study is a contract-lifecycle compliance framework that links Article 1320 validity, the 

mandatory labor norms, and the five points reinterpreted by the Court, and that explains through a thematic 

synthesis why contract text and practice diverge. The study uses doctrinal (normative juridical) legal research 
with statute, case, and conceptual approaches (Kunarti et al., 2024; Negara, 2023). It pursues three objectives: 

to identify the layers of validity that apply to an employment contract; to compare the norms on fixed-term 

duration, form, outsourcing, weekly rest, and wages and termination before and after the decision; and to 

synthesize the literature in order to derive a compliance framework for business law practice. 

Freedom of Contract and Its Limits 
Freedom of contract allows the parties to determine the content of the agreement, but the Civil Code 

conditions that freedom on the validity requirements in Article 1320 (Noviana et al., 2022; Siahaan et al., 

2024). In employment, the parties do not bargain from equal positions, so the balance principle is used to 
prevent the stronger party from imposing terms that disadvantage the worker (Noviana et al., 2022). 

Mandatory labor norms therefore limit what the contract may say, whatever the parties have signed (Rifai et 

al., 2025; Sinaga & Zaluchu, 2023). This explains why consent alone cannot validate a clause that falls below 

statutory protection (Hidayah et al., 2021). 

Legal Certainty and Worker Protection 
Legal certainty in an employment relationship means that the worker’s status, the duration of the contract, 

and the worker’s rights are clear to both parties (Fauzi, 2025; Gunadi et al., 2022). The protection of workers 

is tied to constitutional and human rights guarantees, including the right to decent work and livelihood 
(Sinaga & Zaluchu, 2023; Tobing et al., 2023). Where regulations are flexible but unclear, certainty depends 

on how well the contract and its explanation fill the gap (Gunadi et al., 2022; Hasanah & Sulistina, 2025). 

Wage policy is part of this protection because wages are a central welfare instrument (Aprilia & Wibawa, 

2021; Hidayah et al., 2021). 

Contract Performance and Compliance in Business Law Practice 
Performance covers wage payment, working time, social security, and the duties of the worker as agreed 

(Nugroho et al., 2024; Sarjana et al., 2023). Problems arise when contract terms conflict with regulation, 

when the status of the relationship does not match the nature of the work, or when a party’s rights go 
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unfulfilled (Hidayati et al., 2025; Samadi, 2025). Compliance therefore needs both clear drafting and 

supervision of how the contract is run (Permana, 2022; Purba et al., 2024). A framework limited to formation 

misses this second half, which is why this study treats formation, performance, and dispute as one lifecycle 

(Mashari & Suroto, 2022; Widyorini & Tyaswati, 2022). 

 

Method 

Research Design 
This study uses doctrinal legal research because its object is the content, hierarchy, and interpretation of legal 
norms on employment contracts (Kunarti et al., 2024; Negara, 2023). Three approaches are combined. The 

statute approach examines the Civil Code, Law No. 13 of 2003 on Manpower, Law No. 6 of 2023, and 

Government Regulation No. 35 of 2021. The case approach examines Constitutional Court Decision No. 
168/PUU-XXI/2023 and the reasoning on which it rests. The conceptual approach uses the concepts of 

validity, balance, and legal certainty to organize the analysis (Fauzi, 2025; Noviana et al., 2022). The study 

does not collect interview data, so practice is assessed through what the reviewed literature reports and not 

through original field measurement. 

Legal Materials and Selection of Sources 
The primary legal materials are the four statutes and the Court decision named above, read from their official 

texts and the Court’s published summary. The secondary materials are 35 journal articles published between 

2021 and 2025. The articles were identified through searches on journal portals and the Garuda repository 

using the keywords employment contract, fixed-term contract (PKWT), Job Creation Law, Constitutional 
Court Decision 168/PUU-XXI/2023, outsourcing, and legal certainty. An article was included if it was 

published in 2021–2025, appeared in a journal indexed in SINTA or Scopus, had a full text accessible through 

a DOI or journal link, and addressed employment contracts, worker protection, or the Job Creation reforms. 

Books, theses, book chapters, news items, and publications outside the period were excluded. 

Analysis Technique and Data Validity 
The analysis followed three steps. First, the relevant norms were inventoried and interpreted grammatically 

and systematically, so that Article 1320 of the Civil Code and the labor provisions were read together. 

Second, the provisions reinterpreted by the Court were compared with their prior position, which produced 
Table 1. Third, the secondary sources were coded by main theme (validity, performance, or certainty), and 

the claims in each theme were compared across sources, which produced Table 2. When a secondary source 

and a primary legal text disagreed, the primary text was given priority. Credibility was supported by 
triangulating the statutes, the Court decision and its summary, and the secondary literature. The coding 

frame has only three categories and each source was assigned by its main theme, so no inter-coder reliability 

statistic is reported; this is acknowledged as a limitation. 

 

Results and Discussions 

Two Layers of Validity in Employment Contracts 
The first result is that the validity of an employment contract operates on two layers. Layer one is the Civil 

Code test: Article 1320 requires consent, legal capacity, a specific subject matter, and a lawful cause (Noviana 

et al., 2022; Siahaan et al., 2024). Layer two is the labor-law test: each clause must also meet the mandatory 
norms on form, duration, wages, working time, and termination found in Law No. 13 of 2003, Law No. 6 

of 2023, and Government Regulation No. 35 of 2021 (Kunarti et al., 2024; Rifai et al., 2025). A contract can 

pass layer one and still contain clauses that cannot bind because they fall below layer two (Hidayah et al., 
2021; Noviana et al., 2022). For example, a wage or working-time clause stays subject to the statutory 

standard even when both parties signed it (Sarjana et al., 2023; Sinaga & Zaluchu, 2023). Permana (2022) 

shows that regulations alone do not secure protection for fixed-term and permanent workers unless employer 

compliance is supervised. Purba et al. (2024) make a related point, that the protection of fixed-term workers 
under Law No. 6 of 2023 should be judged by how far the legal norms actually protect workers. For practice, 

the two-layer reading means that a signed contract is evidence of consent but not proof of compliance 

(Noviana et al., 2022). 

Norms Reinterpreted by Decision No. 168/PUU-XXI/2023 
The second result is that Decision No. 168/PUU-XXI/2023 changes five clause-level checkpoints for 

contract drafting (Table 1). The decision partly granted the review and covers foreign workers, fixed-term 
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contracts, outsourcing, rest and leave, wages, termination, and severance (Estiwardani, 2025; Wenang et al., 

2025). Table 1 isolates the five points that directly shape the content of an employment contract. 

Table 1. Norms reinterpreted by Decision No. 168/PUU-XXI/2023 and the resulting contract checkpoints 

Contract 

element 
Prior position 

Position after the 

decision 
Contract checkpoint Sources 

Duration of 

fixed-term 

work (Art. 

56(3)) 

Duration set by 

agreement; the 

five-year ceiling 

came from Gov. 

Reg. No. 

35/2021 

Duration set by 

agreement, but at most 

five years including 

extensions 

Test the term and every 

extension against the five-

year total; record each 

extension in writing 

Fauzi (2025); 

Sumertajaya et al. 

(2024); Wenang et al. 

(2025) 

Form and 

language 

(Art. 57(1)) 

Written form in 

Indonesian and 

Latin letters, 

with ambiguous 

wording 

Fixed-term contracts 

must be written in 

Indonesian and Latin 

letters 

Keep a signed Indonesian-

language text for every 

fixed-term contract 

Fauzi (2025); 

Sumertajaya et al. 

(2024) 

Outsourcing 

scope (Art. 

64(2)) 

No statutory 

limit on the 

types of 

outsourced work 

The Minister sets the 

types and fields of 

work; the worker 

performs only work 

named in the written 
outsourcing agreement 

Match the worker’s job 

description to the 

outsourcing agreement; 

include the transfer-of-

protection clause for fixed-
term outsourced workers 

Kunarti et al. (2024); 

Kesuma & Uwiyono 

(2022); Wenang et al. 

(2025) 

Weekly rest 

(Art. 

79(2)(b)) 

One day of rest 

for six working 

days 

One day for six 

working days, or two 

days for five working 

days 

State the work-week pattern 

and the matching rest period 

Hasanah & Sulistina 

(2025); Sarjana et al. 

(2023) 

Wages and 

termination 

Wage floors and 

termination 

steps left largely 

to implementing 

rules 

Governors must set 

sectoral minimum 

wages; a termination 

the worker does not 

accept requires a 

legally binding 

industrial relations 

decision 

Check wage clauses against 

legal floors; do not treat a 

unilateral-termination clause 

as self-executing 

Padilah et al. (2024); 

Wibowo & Herawati 

(2021); Adhawiyah & 

Santoso (2022) 

Note. Decision content is taken from the Court’s published decision and summary and from the sources listed in the last column. 

On duration, the five-year ceiling counts extensions, so a chain of contracts that was lawful one at a time 
can breach the cap in total (Fauzi, 2025; Wenang et al., 2025). The Court’s requirement of written form in 

Indonesian and Latin letters removes the room for oral or foreign-language-only fixed-term contracts (Fauzi, 

2025; Sumertajaya et al., 2024). Sumertajaya et al. (2024) add that changes in constitutional interpretation 
must be translated into drafting practice before they produce legal certainty. On outsourcing, the Job Creation 

reforms had removed the limit on the types of outsourced work, which left protection largely dependent on 

the written agreement (Kesuma & Uwiyono, 2022; Kunarti et al., 2024). The decision responds by requiring 

the Minister to set which types and fields of work may be outsourced and by tying the outsourced worker to 
the work stated in the written outsourcing agreement (Wardah, 2024; Wenang et al., 2025). On weekly rest, 

the two-day option for five-day work weeks means that the contract should name the work-week pattern and 

the matching rest (Hasanah & Sulistina, 2025). On wages and termination, a clause that lets the employer 
end the relationship unilaterally cannot be treated as self-executing, because unilateral termination remains 

a recurring source of disputes (Padilah et al., 2024; Wibowo & Herawati, 2021). 

Why Contract Text and Practice Diverge: A Thematic Synthesis 
The third result comes from the thematic synthesis of the sources (Table 2). Four themes recur, and each 

explains part of the gap between what a contract says and what happens in practice. 

Table 2. Thematic synthesis of the reviewed literature 

Theme Sources What the literature reports 
Implication for 

contracts 

Flexibility 

versus 

protection 

Izzati (2022); Mahy (2022); 

Nugroho et al. (2024); 

Sarjana et al. (2023); Tobing 

et al. (2023) 

The reform deregulated labor rules 

and increased flexibility; some 

workers still lack access to health 

insurance, pensions, and work-

Drafting room widened, 

so clause-by-clause 

checks are needed 
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Theme Sources What the literature reports 
Implication for 

contracts 

accident insurance; legal hierarchy 

was questioned after judicial review 

Certainty of 

status 

Fauzi (2025); Gunadi et al. 

(2022); Hasanah & Sulistina 

(2025); Sumertajaya et al. 
(2024); Wenang et al. (2025) 

Fixed-term workers face unclear 

status and limited understanding of 

the contract; the decision clarifies 
duration and form 

State status, term, and 

extensions explicitly 

Outsourcing 

Kesuma & Uwiyono (2022); 

Kunarti et al. (2024); Wardah 

(2024); Widyorini & 

Tyaswati (2022) 

Protection depends on written 

agreements; limits on outsourced 

work were removed; fixed-term 

outsourced workers need a transfer-

of-protection clause 

Align the worker 

contract with the 

outsourcing agreement 

Enforcement 

and disputes 

Adhawiyah & Santoso 

(2022); Mashari & Suroto 

(2022); Padilah et al. (2024); 

Wibowo & Herawati (2021) 

Dismissed workers struggle to 

realize their rights; severance orders 

are hard to execute; unilateral 

termination recurs 

Keep documentation 

and handle disputes 

early 

Read together, the four themes suggest a causal chain. Flexible rules widen drafting discretion (Izzati, 
2022; Sarjana et al., 2023). Where drafting exceeds what the law allows, the status of the worker becomes 

unclear (Gunadi et al., 2022; Rifai et al., 2025). Limited worker understanding and weak supervision then 

keep the problem from being corrected early (Gunadi et al., 2022; Permana, 2022). Slow enforcement finally 

turns the ambiguity into a dispute (Mashari & Suroto, 2022; Padilah et al., 2024). This chain is an analytical 

inference from the literature and not an empirically measured effect, and testing it is a task for field research. 

Legal Certainty and the Constitutional Limits of Contractual Freedom 
The decision shows that freedom of contract has constitutional limits (Hasanah & Sulistina, 2025; Suryana, 

2025). Agreements between workers and employers must still follow the provisions that protect workers’ 
rights, so the consent of the parties cannot be the only basis for assessing a clause (Noviana et al., 2022; 

Tobing et al., 2023). Legal certainty, however, is not achieved by the ruling alone, because it requires correct 

understanding and application by those who draft and run the contract (Sumertajaya et al., 2024). The five-

year ceiling also remains debated as a level of protection, which shows that the decision sets a floor and not 

a complete answer to precarious work (Gunadi et al., 2022; Wenang et al., 2025). 

A Contract-Lifecycle Compliance Framework for Business Law Practice 
The fourth result is the compliance framework in Table 3, which links the earlier findings into one lifecycle. 

In business law practice, employment contracts relate to corporate compliance, workforce management, and 

the control of dispute risk (Rifai et al., 2025; Siahaan et al., 2024). Clear drafting helps a company define job 
responsibilities and gives workers certainty about their rights (Noviana et al., 2022; Sinaga & Zaluchu, 2023). 

Conversely, gaps between the contract and its implementation increase dispute risk and the cost of resolution 

(Adhawiyah & Santoso, 2022; Mashari & Suroto, 2022). Transparency and accountability give the 
framework its working principles: transparency means telling workers their status, wage, and working time 

before they sign (Gunadi et al., 2022), and accountability means keeping verifiable records of wage payment 

and performance (Rifai et al., 2025; Samadi, 2025). These principles must stay guided by statutes and not by 

internal company policy alone (Hidayah et al., 2021; Hidayati et al., 2025). 

Table 3. Contract-lifecycle compliance framework 

Stage Legal check Evidence to keep Sources 

1. Formation 

Two-layer validity test; fixed-term cap 

and written Indonesian form; match 

between job and contract type 

Signed Indonesian-language 

contract; job description 

Noviana et al. 

(2022); Fauzi (2025) 

2. Performance 
Wages at or above legal floors; working 

time and rest; social security coverage 

Payroll records; attendance 

records; proof of social 

security enrollment 

Nugroho et al. 

(2024); Sarjana et 

al. (2023) 

3. Adaptation 

Re-audit running contracts against the 

reinterpreted norms on duration, 

outsourcing scope, and rest 

Contract register with 

extension history; 

outsourcing agreement 

Sumertajaya et al. 

(2024); Wenang et 

al. (2025) 

4. Dispute and 

termination 

Early bipartite settlement; contested 

termination treated as requiring a legally 

binding decision 

Written notices; negotiation 

records 

Adhawiyah & 

Santoso (2022); 

Padilah et al. (2024) 
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The framework answers the research gap because it turns the decision’s five checkpoints into actions that 

a company can audit, and it ties each action to the evidence that would show compliance in a dispute (Gunadi 

et al., 2022; Rifai et al., 2025). 

 

Conclusions 

This study asked how employment contracts should be formed, performed, and adapted after Decision No. 
168/PUU-XXI/2023. The analysis of the legal materials and 35 sources gives three answers. First, validity 

has two layers, so a contract that meets Article 1320 of the Civil Code can still contain clauses that cannot 

bind. Second, the decision changes five clause-level checkpoints: fixed-term duration, written Indonesian 
form, outsourcing scope, weekly rest, and wages and termination. Third, the literature explains the gap 

between contract text and practice through flexible rules, unclear status, limited worker understanding, and 

slow enforcement. From these findings, the study proposes a contract-lifecycle compliance framework 

covering formation, performance, adaptation, and dispute. For employers, the findings imply auditing 
running contracts against the five checkpoints and keeping verifiable records. For workers, they imply asking 

for a written Indonesian-language contract that states status, term, and rest. For government, they imply 

stronger supervision and faster enforcement, because the literature links weak enforcement to disputes. The 
study is doctrinal and does not report interview data, so the proposed causal chain and framework should be 

tested through field research, for example interviews with human resource managers, labor lawyers, and 

workers, or analysis of industrial relations court decisions. 
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