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New Government Regulation now implements the 2017 Construction 
Services Law – after three years in the pipeline 

 

Overview 

Three years after Law No.2 of 2017 on Construction Services (Construction Law) was enacted, 
the Indonesian government finally passed the Construction Law’s implementing regulations 
(Government Regulation No.22 of 2020 on Implementing Law No.2 of 2017 on Construction 
Services (GR 22/2020), which came into force on 23 April 2020). 

Before GR 22/2020 came into force, construction services in Indonesia were implemented by the 
following Government Regulations that were all passed under the old construction law regime 
(that is, Law No.18 on Construction Services): 

• Government Regulation No.28 of 2000 on Businesses and Roles of the Construction 
Services Community; 

• Government Regulation No.29 of 2000 on Implementation of Construction Services; and 

• Government Regulation No.30 of 2000 on Implementation of Construction Services 
Development. 

With the coming into force of GR 22/2020, the above Government Regulations have been revoked 
and replaced. 

Construction Law mandate 

GR 22/2020 attempts to clarify many provisions of the Construction Law, particularly 12 specific 
issues that were identified in the Construction Law to be further governed by a government 
regulation. The 12 issues deal with: 

• each of the central and regional governments’ respective responsibilities and authority in 
the construction sector (Articles 4 to 9 of the Construction Law); 

• the types, categories, classifications, activities and services to be provided by 
construction services companies and how to change such classifications and services, 
and construction business resources (Article 11 to 17 of the Construction Law); 

• market segmentation for construction services (Article 21 to 24 of the Construction Law); 

• certain conditions enabling direct appointment of construction services providers (Article 
42 of the Construction Law); 

• selection of construction services providers (Article 41 to 44 of the Construction Law); 

• construction work contracts (Article 51 of the Construction Law); 

• responsibility for building failure (Article 65 of the Construction Law); 

• compensation in case of building failure (Article 67 of the Construction Law); 

• development and supervision of government policies for national construction services 
(Article 76 to 81 of the Construction Law); 

• public participation by various means, including making claims for restitution and 
compensation based on the impact of construction services (Article 85 of the Construction 
Law); 

• dispute settlement (Article 88 of the Construction Law); and 

• procedures to impose administrative sanctions (Article 102 of the Construction Law). 

Due to the broad range of issues covered in GR 22/2020, we will restrict our comments below to 
the following key provisions: (1) the new scope of “Construction Services Users”; (2) the new 
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Ministry of Public Works and Housing (MoPWH) institution; (3) limitations on construction 
consultancy business activities; (4) construction services classifications and sub-classifications; 
(5) market segmentation; (6) construction work contracts; (7) further guidance on the direct 
appointment of construction services providers; and (8) dispute settlement through a dispute 
settlement council. 

1. Scope of “Construction Services User” 

While a “Construction Services User” is defined very broadly (and curiously) under the 
Construction Law and GR22/2020 as “an owner or employer who uses construction 
services”, GR 22/2020 appears to have provided a little more certainty by specifically 
including the following broad categories of potential construction services users: 

a. the Government; 

b. business entities; and 

c. individuals with business purposes. 

2. New Ministry of Public Works and Housing (MoPWH) institution  

Up until GR 22/2020 came into force, various independent institutions had handled the 
following matters, including:  

a. registration of construction services business entities (and their experience); 

b. accreditation for construction services business entity associations and 
associations related to construction services supply chains; 

c. registration and appointment of expert claims assessors;  

d. registration of construction workers, including their professional construction 
experience and qualifications;  

e. accreditation for professional associations and licensing for professional 
certification bodies; 

f. equivalency determination of foreign-qualified construction workers; and 

g. licensing of business entity certification bodies. 

However, under GR 22/2020, one central government institution (contemplated to be 
established by MoPWH), will handle all of the above matters.     

3. Limitations on construction consultancy business activities 

According to the Construction Law and GR 22/2020, construction services businesses 
are differentiated into the following three types: 

a. Construction consultancy services; 

b. Construction work services; and 

c. Integrated construction work services (essentially a combination of business 
types a and b above). 

GR 22/2020 indicates that a construction consultancy services licence holder (type a 
above) is not permitted to carry out construction activities of either of the other business 
types (that is, types b and c above).  

In contrast, GR 22/2020 provides that types b and c services may be “combined with 
each other”.  Although type c services are by definition a combination of business types 
a and b above, this “combination right” is not so clear in the case of type b services.  
Hopefully further regulations may clarify this issue in the future.   

4. Construction services classifications and sub-classifications 

GR 22/2020 recognises five construction services business classifications: 

a. General construction consultancy services, covering architecture, engineering, 
integrated engineering, as well as landscape architecture and regional planning; 
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b. Special construction consultancy services, covering scientific and technical 
consultancy, as well as technical testing and analysis; 

c. General construction work, covering building construction and civil construction;  

d. Special construction work, covering installation, special construction, 
prefabricated construction, construction finishing, equipment rental and 
preparation; and 

e. Integrated construction work, which covers building construction and civil 
construction. 

Each classification referred to above must have sub-classifications in line with its 
business classification, to be further regulated under a future MoPWH regulation. 

However, for construction services relating to the power/electricity sector, the 
classifications and sub-classifications must follow the relevant Ministry of Energy and 
Mineral Resources (MEMR) power/electricity laws and regulations.  Hopefully, in practice, 
this will mean that all electricity-related construction projects will fall solely under MEMR’s 
jurisdiction, including licensing matters, and will streamline the administration and 
regulatory supervision of such projects.  (Up until GR 22/2020, such projects were under 
the auspices of both MoPWH and MEMR, resulting in regulatory inconsistencies.) 

5. Market segmentation 

GR 22/2020 reflects the Construction Law in that small sized construction services 
businesses may only provide low-risk, simple technology and low cost construction 
services.  Similarly, medium construction service businesses may only provide medium-
risk, medium technology and/or medium cost construction services, and large 
construction services businesses may only provide high-risk, high technology and high 
cost construction services, respectively. 

However, GR 22/2020 permits certain situations where small and medium sized 
construction services businesses can perform medium and high-risk construction 
services, provided that these entities engage appropriate experts. 

Although not very clearly expressed, GR 22/2020 appears to state that if a  
small-sized construction services business is not able to conduct the relevant 
construction services, such construction services can be carried out by either a medium 
or large-sized construction services business.  Likewise, if a medium-sized construction 
services business is not able to conduct the relevant construction services, they can be 
carried out by a large-sized construction services business. 

6. Construction work contracts 

a. Mandatory review by a “construction work contract expert” 

Curiously, GR 22/2020 now provides that construction consultation services and 
construction work contracts requiring high technology, having high risk and/or 
using “specially designed tools” “may” be reviewed by a construction work 
contract expert before signing.  No further guidance is given as to the 
qualifications or actual function of such an expert.   

More importantly, construction work contracts for integrated construction work 
must be reviewed by a construction work contract expert before signing by the 
parties.  Again, the qualifications and actual role of the expert are not clear and 
will probably require further regulations before we find out. 

b. Standardised construction documents for government budget construction 
projects 

A construction work contract must contain the following documents: 

(i) a consent letter signed by the construction services user and 
construction services provider; 

(ii) general contract terms; 

(iii) specific contract terms; 
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(iv) a construction services user procurement document, which constitutes 
the basis for the construction services provider to prepare its proposal or 
offer; 

(v) a proposal or offer prepared by the construction services provider; 

(vi) official record/minutes containing the agreement between the 
construction services provider and user; 

(vii) a statement made by the construction services user that it accepts and 
agrees on the proposal or offer from the construction services provider; 
and 

(viii) a statement made by the construction services provider that it is capable 
of carrying out the work. 

GR 22/2020 states that for construction projects funded through use of the 
government budget, including public private partnership projects, the above 
documents must be “standardised construction documents”.  Unfortunately GR 
22/2020 does not provide any guidance on what is meant by “standardised 
construction documents”, although a new MoPWH regulation is contemplated to 
regulate this subject. 

7. Further guidance on the direct appointment of construction services providers 

The Construction Law and GR 2/2020 provide that the appointment of construction 
services providers to be engaged in any project funded by the government can be carried 
out through: (i) tender/selection; (ii) electronic procurement; (iii) direct appointment; and 
(iv) direct procurement.  

Both the Construction Law and GR 22/2020 provide that the direct appointment method 
can be used in the case of: 

a. public safety and/or security emergency;  

b. complex projects that can only be handled by very few construction services 
providers;  

c. state security and safety projects that require confidentiality;  

d. small-scale projects; and/or  

e. projects carried out under “certain conditions”.  

GR 22/2020 now explains the meaning of “certain conditions” (referred to in point e 
above) according to the particular business activity type (i.e. construction consultancy 
services and construction work services).  GR 22/2020 identifies the following cases in 
which the direct appointment method is permitted: 

a. confidential construction/consultancy work carried out in the state’s interests; 

b. construction/consultancy work for which the tender/selection method has 
repeatedly failed; 

c. government assignments given to state-owned enterprises or regionally-owned 
enterprises, as well as their subsidiaries and/or affiliated companies; 

d. construction/consultancy work that can only be provided by one capable provider; 
and/or 

e. specific construction/consultancy work that can only be carried out by a 
patent/copyright holder or another party authorized by a patent/copyright holder. 

As indicated above, the Construction Law and GR 2/2020 attempt to more strictly control 
the method of appointing construction services providers for  
state-funded projects, leaving the appointment of construction services providers for 
private projects (not funded by the state) with more flexibility. 

8. Dispute settlement through a dispute settlement council 
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As with the Construction Law, GR 22/2020 recognises that construction dispute resolution 
must include the following stages: (i) mediation; (ii) conciliation; and (iii) arbitration.   

The Construction Law and GR 22/2020 also recognise that, in addition to the mediation 
and conciliation process, the construction work contract parties may (but are not obliged 
to) appoint a “dispute council” to assist in preventing as well as resolving any construction 
dispute between them (by entering into a tripartite agreement with such council).   

The dispute council is defined under GR 22/2020 to be either a person or team 
established according to the parties’ agreement, for the purpose of avoiding and settling 
any construction disputes that may arise during the construction work contract’s 
performance. Very little else is mentioned in GR 22/2020 about the dispute council, other 
than that it must consist of an uneven number of members and that its funding is the 
parties’ responsibility.  

Any decision made by the dispute council will become final and binding on the contracting 
parties, unless there is an objection within 28 days, in which case the dispute must be 
resolved through the appropriate stages referred to above.   

Given the additional expense and additional dispute resolution layer offered by the 
establishment of a dispute council, it remains to be seen whether such an option will be 
acceptable by construction services companies. 

***  
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We are closely monitoring the ministerial regulations that will eventually further regulate the above 
matters.  We will continue to provide further updates as soon as there are any other significant 
developments in the construction services regulations.  

 

 

Soemadipradja &  

Taher (S&T) 

 

S&T is one of Indonesia’s 
leading law firms with a 
recognised market leading 
Construction and Infrastructure 
practice. 
 
If you would like to discuss any 
aspect of this update, 
or your construction and 
infrastructure activities or plans, 
please feel free to contact us. 

 

 
 
 
 

 

 
 
 
 
 
 
 
 
 
 

Ardian Deny Sidharta 
Partner 

deny_sidharta@soemath.com 

 

 

 

 

 

 

 

 
Robert Reid 

Foreign Counsel 
robert_reid@soemath.com 

 
 
 
 
 
 
 
 
 
 
 
 

Oene Marseille 
Foreign Counsel 

oene_marseille@soemath.com 

 
 
 
 
 
 
 
 
 
 
 
 

Aris Budi Prasetiyo 
Foreign Counsel 

aris_prasetiyo@soemath.com   

 

 

 

 

 

 

 

 
 
 
 
 
 
 

Anandianty Febrina 
Associate 

anandianty_febrina@soemath.com 

 

 
 
 
 
 
 
 

Alya Meutia 
Associate 

alya_meutia@soemath.com 
 

mailto:oene_marseille@soemath.com
mailto:aris_prasetiyo@soemath.com

