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ABSTRACT  ARTICLE INFO 

This paper examines outsourcing practices in the manufacturing 
industry in Indonesia, focusing on regulatory and ethical aspects. This 
topic is interesting because outsourcing is still a major strategy for 
companies to achieve efficiency, yet it continues to spark debates 
about fairness and protection for workers. The main issue addressed 
in this study is how outsourcing practices affect fairness in labor 
relations and the protection of workers' rights within the existing 
regulatory and ethical framework. This paper offers a critical 
perspective based on recent literature after the enactment of the 
Omnibus Law (Job Creation), an approach that has not been widely 
explored in academic literature on outsourcing practices in Indonesia. 
This research uses a qualitative approach through literature review. 
The data analyzed includes regulatory documents, academic journals, 
and reports from relevant reputable institutions from 2021 to 2024. The 
findings show that post-Omnibus Law labor regulations tend to favor 
employers and do not fully guarantee justice for outsourced workers. 
In addition, outsourcing practices that lack an ethical foundation 
weaken workers' motivation and disrupt healthy industrial relations. 
This study concludes that there is a need to reformulate labor policies 
and strengthen ethical practices in the implementation of outsourcing. 
The implications of this study emphasize the importance of promoting 
fair and sustainable employment relations in the manufacturing sector. 
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Introduction  

In the era of globalization and cost-efficiency pressures, outsourcing has become a common 

strategy for companies, especially in the manufacturing sector. Outsourcing is considered to 

increase operational flexibility, reduce labor costs, and allow companies to focus on their core 

competencies (Amjad et al., 2021). However, this practice has also drawn various criticisms, 

especially with regard to the protection of labor rights, workers' welfare, and the ethics of 

industrial relations. 

In Indonesia, the practice of outsourcing has become an important part of the employment 

structure, especially in labor-intensive industries such as manufacturing. According to data from 

the Central Bureau of Statistics (BPS, 2022), The manufacturing sector absorbs a large number 

of workers, some of whom are recruited through third parties. This phenomenon causes various 

problems, ranging from unclear working status, lack of social security, to low access to legal 

protection. The practice of outsourcing is often considered to create a layer of labor that is 

structurally vulnerable (Hamdallah, 2023). 

From a regulatory perspective, the Indonesian government has set limits on the practice of 

outsourcing through Law No. 13/2003 on Manpower, which was later amended by the Job 

Creation Law (UU No. 11 Tahun 2020, n.d.) and its derivative regulations. However, labor policies 

that have developed to date show a tug of war between the drive for economic efficiency and a 

commitment to the protection of labor. This has given rise to doubts from various circles about 

the extent to which outsourcing regulations are able to guarantee the protection of workers' rights 

and uphold the principle of justice in industrial relations (Pratiwi & Andani, 2022). 

Ethically, the practice of outsourcing poses a dilemma between business needs and the 

company's moral responsibility towards workers. In this context, it is important to assess whether 

outsourcing practices are carried out with due regard for work ethics, the principle of equality and 

the long-term welfare of workers. Several studies have shown that unequal treatment of 

outsourced workers can lead to a decrease in work motivation and loyalty to the company 

(Sutrasna, 2023). 

Therefore, this study aims to critically analyze the practice of outsourcing in the 

manufacturing industry in Indonesia by reviewing it from two main perspectives: regulation and 

work ethics. This research uses a qualitative approach based on secondary data, by exploring 

various sources such as academic journals, policy reports, government regulations, and media 

articles as the basis for analysis. With this approach, the researcher hopes to contribute to 

strengthening the discourse on fair and sustainable labor practices in Indonesia's manufacturing 

industry sector. 
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Literature Review 

Outsourcing practices have been part of the global employment dynamics since the 1980s, 

along with the development of lean production models and organizational restructuring in the 

face of increasingly complex market competition (Lacity et al., 2017). In the context of human 

resource management (HRM), outsourcing is seen as a strategy to transfer non-core activities to 

a third party in order to increase organizational efficiency and flexibility (Amjad et al., 2021). 

Although outsourcing strategies are considered to increase the flexibility and efficiency of 

company operations, a number of studies have shown that this practice also has adverse social 

consequences, such as insecurity of employment status, low wage levels, and limited access to 

social protection (Xiao et al., 2024). In the manufacturing sector, outsourced workers tend to 

occupy more vulnerable and marginalized working positions compared to direct company 

workers, both in terms of job security and access to employment rights. This inequality reinforces 

hierarchies in the workforce structure and challenges efforts to realize social justice in the 

industrial work environment (Inverardi, 2023). 

From a regulatory perspective, several researchers have highlighted that labor regulations 

in developing countries, including Indonesia, have not been able to fully protect outsourced 

workers optimally. The Job Creation Law, for example, has led to debate regarding the relaxation 

of supervision over outsourcing practices (Makruf et al., 2025). In a review of the Indonesian 

labor law system, (Farianto, 2019) stated that weak law enforcement is at the root of the 

exploitation of outsourced workers in many sectors. 

In the study of business ethics, the practice of outsourcing is also examined through the 

approaches of work ethics and corporate social responsibility (CSR). Some literature asserts that 

companies are not only legally but also morally responsible for the conditions of their workforce, 

including outsourced workers (Freeman et al., 2017). According to (Anggraini, 2024), unequal 

treatment of outsourced workers can have a negative impact on long-term organizational 

performance due to decreased motivation and productivity. 

Previous research examining outsourcing practices in Indonesia has mostly focused on the 

economic and legal aspects. However, not many have integrated the analysis between the 

prevailing legal framework and the values of work ethics into a unified narrative. Therefore, this 

article attempts to fill this gap by analyzing outsourcing practices in Indonesia's manufacturing 

industry through two lenses: regulation and work ethics, using a qualitative approach based on 

secondary data. 

 

Method, Data, and Analysis 

This research uses a descriptive qualitative approach with a library research method. This 

approach was chosen because it was able to provide an in-depth understanding of the 
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outsourcing phenomenon in the Indonesian manufacturing industry, especially from the 

perspective of regulations and work ethics. Qualitative research does not aim to measure, but 

rather to understand the social context critically and interpretatively (Zhang, 2018). 

Data Collection 

The data sources in this study are all derived from primary secondary data, namely official 

documents, scientific journal articles, academic books, international organization reports, and 

relevant government regulations. Some of the main sources include: Job Creation Law, Minister 

of Manpower Regulation, publications from the ILO, as well as BPS and Ministry of Manpower 

annual report data. In addition, international and national journal articles from platforms such as 

Google Scholar, Scopus, and ScienceDirect are the main references in analyzing ethical and 

social aspects. 

Unit of Analysis and Research Context 

The unit of analysis in this study is the practice of labor outsourcing in the manufacturing 

industry in Indonesia. The geographical context covers Indonesia in general, without restriction 

to one particular company or province, in order to capture the policy framework and its systemic 

impact. 

Data Analysis Technique 

Data analysis was conducted through thematic content analysis to identify important themes 

from various relevant secondary sources. Researchers classified the data based on two main 

categories, namely: (1) Regulatory Aspects and (2) Work Ethics Aspects. Each data was 

manually coded to identify patterns, differences, and important intersections between law and 

social practice that emerged in the literature. This analysis model refers to the approach used by 

(Najmah et al., 2023) in document analysis. 

Validity Criteria 

To ensure credibility and validity, the data used was rigorously selected based on academic 

relevance, publishing authority, and actuality of the sources. Only sources published in at least 

the last 10 years (2015-2024) and with academic authority (peer-reviewed journals, official 

government regulations, or international institutional reports) were used in the analysis. 

 

Result and Discussion 

Regulation on Outsourcing in Indonesia: Dynamics and Ambiguities 

The regulation of outsourcing practices in Indonesia has undergone a significant 

transformation since the enactment of Law No. 11/2020 on Job Creation, which revised a number 

of provisions in Law No. 13/2003. This reformulation loosened the restrictions on the types of 

work that could be outsourced, thus encouraging the liberalization of outsourcing practices. 

However, this new provision has drawn criticism because it is considered to have the potential to 
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weaken the legal protection of outsourced workers and create uncertainty in employment 

relationships (Dwiono et al., 2024). 

In addition, Government Regulation (PP) No. 35 of 2021 as the implementing regulation of 

the Job Creation Law expands the space for employers to hand over the implementation of work 

to labor provider companies without strict sector restrictions. This provision is considered to 

deviate from the principle of labor protection because it has the potential to put outsourced 

workers in an increasingly weak position legally and socially (Ode, 2024). These regulations are 

considered more pro-investor and have the potential to create labor segmentation between 

permanent and outsourced workers. 

Implications of Work Ethics in Outsourcing Practices 

From a work ethics perspective, the practice of outsourcing in Indonesia's manufacturing 

industry raises various issues. Outsourced workers often receive lower wages, have limited 

career paths, and lack long-term job security (Aini, 2024). This creates inequality and has the 

potential to reduce work motivation, which in turn impacts productivity. 

Work ethics are also closely related to fairness in industrial relations. In many cases, 

outsourced workers do not receive the same rights as permanent workers despite doing the same 

work (Sudiarawan et al., 2023). This phenomenon creates an unequal work environment and 

lowers trust in the formal employment system. 

According to a survey conducted by (ILO, 2022), many outsourced workers feel they lack 

a voice in workplace decision-making. This inequality runs counter to the principle of participation 

in contemporary work ethics, which emphasizes inclusion and openness. 

The Effect of Outsourcing Practices on Industrial Relations 

The literature shows that the widespread use of outsourcing can weaken industrial relations 

between workers and the parent company. Outsourcing places workers in an indirect 

employment relationship, which makes it difficult for unions to fight for the rights of their members 

(Harto & Pramuditha, 2021). In the long term, this practice can weaken the existence of labor 

unions, considering that many outsourced workers are not involved in union activities or are even 

prohibited from joining. 

For companies, outsourcing is often considered a strategic move to increase cost efficiency 

and adjust operational capacity.However, this approach often neglects moral considerations and 

workers' rights, which can ultimately damage the reputation and sustainability of the business in 

the long run (Jesus, 2024). 

Good Practices and Alternatives Policy 

Nevertheless, there are also manufacturing companies that are beginning to implement 

ethical outsourcing practices, such as ensuring wage equality, health guarantees, and contract 

transparency. Study by (Zulkarnaen & Efendy, 2017) shows that a collaborative approach 
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between companies and outsourcing providers can create fairer and more productive working 

conditions. 

Normatively, outsourcing policies should reflect a balance between economic efficiency 

and social justice.Therefore, it is necessary to reformulate policies that place workers as subjects, 

not merely as objects of production. 

Therefore, it is necessary to reformulate policies that place workers as subjects, not merely 

as objects of production. 

 

Conclusion and Recommendations 

Conclusion 

The practice of outsourcing in the manufacturing industry in Indonesia is a complex and 

multidimensional phenomenon.Based on the analysis of secondary data from various legal, 

economic, and labor ethics literatures, it can be concluded that the implementation of outsourcing 

in Indonesia still faces significant challenges, particularly in the aspects of worker rights 

protection and the application of work ethics principles. 

The existing regulations, especially after the enactment of the Job Creation Law and its 

derivative regulations, tend to provide high flexibility for employers, but have not yet fully 

guaranteed the welfare and long-term protection of outsourcing workers.This reinforces the 

imbalance in industrial relations and has the potential to create unfair working conditions. 

Ethically, outsourcing practices that do not consider the balance between efficiency and 

fairness can weaken work motivation, reduce productivity, and disrupt the stability of work 

relationships.Therefore, the need for a renewed perspective in outsourcing policies and practices 

has become a necessity. 

Recommendations 

1. Revision of Employment Policy 

The government needs to reevaluate outsourcing regulations with a more equitable 

approach, considering the protection of the basic rights of outsourced workers, and limiting 

the types of core jobs that can be outsourced. 

2. Ethical and Fair Outsourcing PracticesBased on Ethics and Justice 

Manufacturing companies need to implement equal work standards for all workers, both 

permanent and outsourced, including wages, working hours, and social security. 

3. Strengthening Labor Unions 

Stronger legal protections are needed to ensure that outsourced workers can join labor 

unions and have access to dispute resolution mechanisms. 

4. Employment Ethics Audit 
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The government and non-governmental organizations can conduct independent audits or 

monitoring of outsourcing practices to ensure that there are no violations of human rights 

and work ethics in the industrial environment. 

5. Education and Training for the Workforce 

To enhance the bargaining power of outsourcing workers, it is necessary to provide training 

and skill development programs that are relevant to the long-term needs of the industry. 

By thoroughly considering regulatory and ethical aspects, outsourcing practices are 

expected to be directed towards becoming a fair, inclusive, and sustainable work mechanism for 

all parties involved. 
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