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Ministry Bill: adding, reducing, 
or merely rearranging?

The Law of P2SK’s derivative regulations

Supratman Andi Agtas, Chair of 
the Legislative Body (Baleg) of the 
House of Representatives (DPR), sug-
gested that the amendment of Law 
Number 39 of 2008 concerning State 
Ministries has been proposed for in-
clusion in the category of “open cu-
mulative bills” or “drafts” that the 
DPR or the President may submit 
outside of the National Legislation 
Program (Prolegnas) under certain 
circumstances. 

Changing the number of minis-
tries in Indonesia’s government 
structure is a strategic step to signifi-
cantly improve the efficacy and effi-
ciency of the state bureaucracy. In 
light of the dynamic political land-
scape and increasing demands for 
bureaucratic reform, the discourse 
over adding or reducing ministries 
must be carefully considered. This 
requires objective considerations free 
from personal biases. Although the 
number of ministries is entirely up to 

The Government has passed Law 
No. 4 of 2023 for the Development 
and Strengthening of the Financial 
Sector (P2SK Law), which revises sev-
eral articles in Law No. 40 of 2004 
concerning the National Social Secu-
rity System (SJSN), specifically as 
regards Old Age Security (JHT) and 
Pension Security (JP) programs.

Article 188 of the P2SK Law di-
vides JHT funds into two accounts: 
the Main Account (AU) and the Addi-
tional Account (AT), with a larger por-
tion in the AU. Funds in the AU can 
only be withdrawn when the worker 
retires, suffers from a total disability 
that prevents them from working, or 
dies. In emergency situations, JHT 
participants may withdraw some or 
all of the benefits from the AT.

There are three Government Reg-
ulations (PP) mandated in Article 188 
of the P2SK Law: a PP on the propor-
tion of contributions allocated to AU 
and AT, another on the benefits of old 
age security and the development of 
JHT funds, and a third on the 
amount of JHT contributions.

Issues involving the JHT Program 
are significant among Trade Unions/
Labor Unions (SP/SB) and workers, 
given the controversy over the issu-
ance of Minister of Manpower Regu-
lation (Permenaker) No. 2 of 2022, 
which is now a national issue. Ulti-
mately, the President ordered that 
Permenaker No. 2 of 2022 be altered 
to Permenaker No. 4 of 2022, which 
would allow JHT funds to be with-
drawn when layoffs take place.

Article 189 of the P2SK Law also 
regulates the JP Program, which 
mandates the Government to estab-
lish a mandatory pension program, 
despite the existence of JP and JHT 

the president’s prerogative right, as is 
the choice of the ministers, the step 
toward establishing an effective gov-
ernment must be taken into account. 
The addition or reduction of minis-
tries should be based on objective 
needs, bureaucratic efficiency, and 
the public interest, not merely on po-
litical interests.

For Indonesia, adding ministries 
would potentially result an even more 
complex and uncontrollable bureau-
cracy. Coordination between minis-
tries would become increasingly diffi-
c u l t ,  h i n d e r i n g  e f f i c i e n t 
decision-making and effective policy 
implementation. Instead of providing 
solutions, adding ministries potential-
ly creates new challenges for existing 
bureaucratic reform efforts.

Adding ministries may also result 
in significant resource waste. With 
each additional ministry, government 
administrative expenditures rise rap-
idly, putting an added burden on the 
state budget, thus squandering valu-
able resources. This increased spend-
ing is not always accompanied by an 
improvement in the quality of public 
services.

Moreover, adding more ministries 
potentially increases the risk of cor-
ruption and abuse of power. During 
Jokowi’s 10-year presidency, six min-
isters and one deputy minister in his 
cabinet have been involved in corrup-
tion cases. According to data from 
Statistics Indonesia (BPS), Indonesia’s 
Corruption Perceptions Index (CPI) 
has declined from 40 in 2019 to 34 in 
2022, while the Anti-Corruption Be-
havior Index (IPAK) also dropped from 
3.93 in 2022 to 3.92 in 2023. 

More positions of power cause 
more potential for corrupt behavior, 
and weak oversight systems exacer-
bate the situation. This certainly jeop-
ardizes the integrity and public trust 
in government institutions. According 
to a survey conducted by Indikator 
Politik Indonesia in 2023, public trust 

programs managed by BPJS 
Ketenagakerjaan, and pension funds 
managed by Financial Institution Pen-
sion Funds (DPLK) and Employer Pen-
sion Funds (DPPK).

Trade unions and labor unions (SP 
and SB) have a chance to improve the 
quality of the JHT program through 
these three regulations. It is important 
to urge the Government to include 
SP/SB during the discussions about 
these three regulations. Before analyz-
ing these regulations, it is critical to 
formulate the main points and arti-
cle-by-article proposals from SP/SB.

Suggestions 
Article 188 in the P2SK Law, which 

regulates both accounts, AU and AT, 
serves as a middle ground for the con-
troversy surrounding Ministerial Reg-
ulation No. 2 of 2022 and Ministerial 
Regulation No. 4 of 2022. Based on 
Legal Considerations of Constitutional 
Court Decision No. 033/PUU/2022 in 
point 3.10.2, I propose the Main Ac-
count and the Additional Account to be 
65 percent to 35 percent, as the com-
position can help support workers’ sav-
ings for retirement, avoiding poverty.

Statistics Indonesia (BPS) in 2022 
reported that the elderly poverty rate 
is increasing, posing a future problem. 
The poverty experienced by workers 
approaching retirement age results in 
a “sandwich generation,” which leads 
to systemic poverty.

For Additional Service Benefits 
(MLT), the JHT program only offers 
the Housing MLT, which allows work-
ers the opportunity to own a home. 
However, it is important for future de-
rivative regulations of the P2SK Law to 
include other types of Additional Ser-
vice Benefits beyond housing MLT, 

in the president and other state insti-
tutions was still relatively high, at 70-
85 percent. The trust level needs to 
be maintained and not degraded by 
impaired civil servant integrity.

In contrast, reducing the number 
of ministries can simplify the bureau-
cratic structure, speed up the flow of 
information and reduce administra-
tive costs. However, reducing minis-
tries must be done carefully, to en-
sure that no critical functions are 
overlooked. To avoid overlap or gaps 
in responsibilities, ministries must 
clearly define and divide their tasks 
and functions.

To address this situation, the gov-
ernment needs to take bold and com-
prehensive measures. The first and 
most essential step in adjusting the 
number of ministries is to ensure the 
move is aligned with the 1945 Consti-
tution of the Republic of Indonesia 
and existing laws and regulations. 
The amendment of the State Ministry 
Law is genuinely in the interest of the 
people and aims to fulfill the mandate 
of bureaucratic reform. Moreover, the 
legislative process must be rigorously 
conducted to ensure that the changes 
are legal, valid, and in line with con-
stitutional principles.

To reach an agreement that bene-
fits the country, the executive and 
legislative branches must work close-
ly together on this ministry reform, 
with the intention of enhancing Gov-
ernment effectiveness and efficiency. 
Adding ministries should accommo-
date new functions to address con-
temporary challenges such as climate 
change, digital technology, and so-
cio-economic issues. Therefore, add-
ing or reducing the number of minis-
tries should not complicate the 
bureaucracy, impede decision-mak-
ing or significantly increase opera-
tional costs.

The public and numerous stake-
holders must also accept the change 
in the number of ministries. The 

such as food and transportation MLT. 
The JHT returns should help workers 
meet their basic necessities during 
their employment, particularly those 
earning the minimum wage.

Regarding JHT returns, the regu-
lations stipulate that minimum devel-
opment returns be equal to the inter-
est rates on government bank 
deposits. In the future, I propose that 
JHT returns be provided proportion-
ally, which means that the higher the 
wage and/or JHT balance, the lower 
the JHT returns will be in comparison 
to those of workers with a minimum 
wage. However, all workers will con-
tinue to receive a minimum return 
equal to the interest rates on govern-
ment bank deposits.

The new MLT with more propor-
tional returns will reconstruct the 
JHT Program as a program that up-
holds the principle of mutual cooper-
ation, as mandated by Law No. 40 of 
2004 on SJSN (SJSN Law).

To support workers’ savings, the 
P2SK Law’s derivative regulations are 
expected to stipulate wages, as the ba-
sis for contribution payments, defined 
as basic salary plus fixed allowances, 
in addition to non-fixed allowances. 
This could also create JHT contribu-
tion payments from non-wage income, 
such as bonuses, holiday allowances 
(THR), service fees, etc.

Workers are given the option to in-
crease their contribution percentage, 
paid from their wages, which can be 
controlled within Company Regula-
tions or Collective Labor Agreements 
(PKB) with a value greater than 5.7 
percent, including the top-up.

The Ministry of Finance proposes 
a Mandatory Pension Fund Program 
by setting an upper wage limit for JHT 

DPR, as the people’s representation, 
plays a key role in gathering grass-
roots aspirations and reacting to feed-
back. This is necessary since the pro-
cess involves communicating and 
conveying the reasons and benefits of 
the adjustments. To gain support and 
political legitimacy, the government 
must be transparent and engage in 
open discussions with the public, as 
without public support, there may be 
resistance that will impede implemen-
tation.

To guarantee a smooth process, 
changes must be approved and imple-
mented with a clear transition plan, 
which involves changes in organiza-
tional structures, procedures and ad-
ministrative systems that support 
new or streamlined ministries. The 
transition must be closely monitored 
to avoid disruptions in public services. 
Changes in the number of ministries 
require adjustments in organizational 
structures and administrative sys-
tems that support the new or stream-
lined ministries. 

Close monitoring and evaluation 
are pivotal in ensuring that ministry 
reforms achieve their defined purpose. 
The government must establish effec-
tive oversight mechanisms to monitor 
these changes. Periodic reviews 
should be carried out to examine the 
impact of changes to the ministry 
structure and identify areas needing 
improvement. Changing the number 
of ministries in the Indonesian gov-
ernment is a strategic decision to con-
sider carefully and thoroughly.

This reform has the potential to 
improve the state bureaucracy by fo-
cusing on legal compliance, govern-
ment effectiveness and efficiency, 
budget and resources, human re-
source capacity, policy stability, pub-
lic acceptance, implementation and 
oversight. This measure is expected to 
result in a more responsive, transpar-
ent, and accountable government to 
face future challenges.

contributions, as mandated in Article 
189, paragraph (4). This means that 
BPJS Ketenagakerjaan manages the 
5.7 percent contribution up to a cer-
tain wage limit, but the 5.7 percent 
contribution from wages above that 
limit is transferred to the Employer 
Pension Fund (DPPK) or Financial In-
stitution Pension Fund (DPLK), an 
extremely inappropriate concept that 
will be rejected by trade unions (SP/
SB) and workers.

The reason for this rejection is the 
provision in Article 58 of Government 
Regulation No. 35 of 2021, which 
compares severance pay compensa-
tion with pension funds. If workers 
are enrolled in the pension program, 
then severance pay compensation will 
be calculated with the existing pen-
sion funds. This means that if JHT 
contributions are handed over to 
DPPK/DPLK, workers’ money will be 
included in the severance pay they 
receive, which will disadvantage the 
workers.

Another reason for rejection is that 
many DPPKs/DPLKs have issues that 
may result in worker funds’ loss or 
cause problems in the DPPKs/
DPLKs—the commercial insurance 
entities that do not adhere to SJSN’s 
nine principles, whereas the JHT and 
JP programs do.

As a result, I recommend that the 
Pension Fund program be kept sepa-
rate from the JP and JHT programs. 
If the Government wishes to set up a 
mandatory pension fund program, it 
should only apply to DPPKs/DPLKs, 
which will be compensated for their 
severance. Thus, BPJS Ketenagaker-
jaan should continue to handle JHT 
and JP without imposing a wage lim-
it on the JHT program.
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