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Abstract

A total of 20 State-Owned Enterprises (SOEs) in Indonesia have currently listed their shares of
less than 50 percent on the Indonesia Stock Exchange (IDX) to raise additional capital to expand
their business. These SOEs must be able to compete with non-SOEs in similar industries on the
Stock Exchange. This study examines whether these SOEs have performance that outperforms
Non-SOEs. The findings of this study reveal that, in general, SOEs have higher performance
compared to Non-SOEs. However, the results of performance comparisons between each SOE
and Non-SOE performance for each industry subsector indicate that there are variations in SOE
performance. Some SOEs are superior compared to Non-SOEs, SOEs that have comparable
performance with Non-SOEs, and SOEs with lower performance compared to Non-SOEs. These
findings suggest that the results of performance comparisons between SOEs and Non-SOEs as a
basis for making decisions relating to SOEs need to be based on the results of comparisons
between each SOE and Non-SOEs rather than being based on the results of comparison of SOEs
with Non-SOEs in general.

Keywords: state-owned enterprises (SOEs), non-state-owned enterprises (Non-SOES),
performance, Indonesia Stock Exchange (IDX).

1. INTRODUCTION

State-Owned Enterprises (SOEs), which are limited liability companies, can conduct an initial
public offering or sell shares to other parties to improve the firm's performance and value,
increase the benefits for the country and society, and expand community ownership of shares [1].
In recent years there have been 20 state-owned companies that have listed their shares on the
Indonesia Stock Exchange (IDX). Some of these SOEs such as PT. Bukit Asam (Persero) Tbk
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[PTBA], PT. Semen Indonesia (Persero) [SMGR] Thk, PT. Telekomunikasi Indonesia (Persero)
Tbk [TLKM] can generate profits. Contrary to that, other SOEs such as PT. Krakatau Steel
(Persero) Thk [KRAS], PT. Indofarma (Persero) Tbk [INAF], PT. Garuda Indonesia (Persero)
Tbk. [GIAA] suffered losses.

Previous studies examined the performance of SOEs listed on the IDX and provided various
findings, for example, there was a positive relationship between the quality of governance and
operating performance [2], SOE financial performance was better after privatization [3], there is
a positive relationship between CSR disclosure and financial performance [4], shares that
perform relatively well are shares in the Pharmacy and Construction Sector [5], and there is a
positive relationship between firm size and capital structure and financial performance [6]. These
studies examine SOEs without comparing them to Non-SOEs. Another study by Herdjiono [7]
comparing SOEs with Non-SOEs found that for SOEs the value of the firm was influenced by
the audit committee while for Non-SOEs the value of the company was affected by institutional
ownership.

These studies have contributed to the research literature on SOEs. However, there are research
gaps on SOE performance, among others, studies on the performance of each SOE listed on the
Indonesia Stock Exchange by comparing it with Non-SOE performance in each industry
subsector, and SOE performance studies in several financial aspects. This study contributes to
the research literature on SOEs in the following ways. First, this study compares each SOE with
its counterpart of Non-SOEs in the same industry subsector. Second, this study compares SOEs
and Non-SOEs in their ability to generate profits and operating cash flow, corporate value, debt
financing, and market capitalization. Third, this study uses a relatively longer observation period.

2. LITERATURE REVIEW

2.1 Regulation on State-Owned Enterprises

In Law No. 19 of 2003, State-Owned Enterprises, hereinafter referred to as SOEs, (in Indonesian
known as Badan Usaha Milik Negara, abbreviated as BUMN) are business entities whose capital
is wholly or partly owned by the state through direct participation from separated state assets [1].

According to the Law, SOEs consist of two types, namely state-owned public companies (in
Indonesian known as Perusahaan Umum, abbreviated as Perum) and SOEs in the form of limited
liability companies (or Perusahaan Perseroan, abbreviated as Persero). State-Owned Public
Company is a state-owned enterprise whose entire capital is owned by the state and is not
divided into shares, aiming at the public benefit in the form of providing high-quality goods
and/or services and at the same time pursuing profits based on the principles of company
management.

Persero is a state-owned company in the form of a limited liability company (in Indonesian
known as a Perseroan Terbatas, abbreviated as PT) whose capital is divided into shares which are
all or at least 51% (fifty-one percent) of shares owned by the Republic of Indonesia whose main
purpose is to pursue profit. Concerning Persero, all provisions and principles that apply to
limited liability companies apply as stipulated in Law Number 1 of 1995 which is replaced by
Law Number 40 of 2007 concerning Limited Liability Companies. In this Law, a Limited
Liability Company, (in Indonesian known as the Perseroan Terbatas or Perseroan) is a legal
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entity which is a capital alliance, established based on an agreement, conducts business activities
with authorized capital which is entirely divided into shares and meets the requirements
stipulated in this law and its implementing regulations [8], [9].

A corporation whose capital and the number of shareholders meet certain criteria or a
corporation that conducts a public offering following the laws and regulations in the capital
market is called a publicly listed company (in Indonesian known as a Perseroan Terbatas
(Persero) Terbuka, abbreviated as PT Tbk.). Thus, SOEs in the form of limited liability
companies and their shares listed on a stock exchange can be identified by the name of the
company. For example, PT Aneka Tambang (Persero) Thk is a limited liability company (PT)
and is a state-owned company (Persero) whose shares are listed on the stock exchange (Tbk).

Law 19 of 2003 also regulates the privatization of the sale of shares of the Persero, either
partially or wholly, to other parties to improve the performance and value of the company,
increase benefits for the state and society, and expand ownership of shares by the public.
Privatization is carried out with the intention to (a) expand public ownership of the Persero, (b)
increase efficiency and productivity of the company, (c) create a financial structure and
good/strong financial management, (d) create a healthy and competitive industrial structure, (e)
create a company that is competitive and globally oriented, (f) fosters a business climate,
macroeconomic, and market capacity. Also, the privatization was carried out to increase the
performance and added value of the company and increasing the participation of the public in the
ownership of the Persero's shares. The Persero that can be privatized must at least meet the
criteria, namely the industry/business sector is competitive or the industry/business sector whose
elements of technology are rapidly changing. Even so, there are state-owned companies which
cannot be privatized, namely (a) Persero whose business is based on statutory provisions and
may only be managed by SOEs, (b) Persero engaged in business sectors related to national
defense and security, (c) Persero operating in certain sectors which the government is given a
specific task to carry out certain activities related to the interests of the community, (d) Persero
operating in the field of natural resource business expressly based on statutory provisions
prohibited from being privatized. Further provisions regarding the procedure for privatization are
regulated by Government Regulation No. 33 of 2005 amended by Government Regulation No.
59 of 2009 concerning Procedures for Privatization [10], [11].

The Indonesia Stock Exchange (IDX) determines the requirements for companies that will
issue shares on the IDX. Requirements relating to accounting and finance include that for the
main board, the company must have operating income for more than 1 year and have an audited
financial report for a minimum of 3 years with unqualified opinion for at least 2 years, while for
the development board, the company may suffer losses but based on projections the company
must generate operating profit and net profit at the end of the second year since listing and have a
minimum audited financial statement of 12 months with unqualified opinion for at least 1 year.

In recent years, as many as 20 SOE have held initial public offering and listed their shares on
the IDX. The SOEs are classified into 6 sectors including Mining Sector (3 companies), Basic
Industry and Chemicals (3 companies), Consumer Goods Industry (2 companies), Property, Real
Estate and Building Construction (4 companies), in the Infrastructure Sector, Utilities &
Transportation (4 companies), and the Finance Sector (4 companies).
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2.2 Previous Studies

Wang, Zhang, & Wang [12] states that SOEs face a trade-off problem between maximizing
income and minimizing unemployment. The results of their study in China indicate that SOES
are more productive but less profitable. This is in line with the views of Alexius & Cisneros
Ornberg [13] who questioned whether SOEs might be able to achieve the dual mission that must
be carried out. In Indonesia, SOEs that aim to provide general benefits of providing high-quality
goods and/or services and at the same time aim to obtain profits are state-owned public
companies (Perum). These SOEs operate with capital that is wholly owned by the state and not
divided into shares. Meanwhile, SOEs type of Limited Liability Company, including SOEs that
have privatized or whose shares are listed on the stock exchange, has the main objective of
pursuing profits [1]. The aim of prioritizing profit might be to avoid multiple goals. The SOEs
that carry out privatization are not only aimed at pursuing profits but also increasing company
performance and value [8], [9].

Several previous studies reported the benefits of privatization. For example, Christensen [14]
found that divested companies in Ghana operate in competitive markets and can reduce
government subsidies. Bozec & Breton [15] reports that SOEs in Canada have improved
financial performance after privatization. The findings of the Garnaut, Song, & Yao [16] in
China show that privatization has increased profitability even though it did not increase
investment and labor productivity because these companies prioritized cost savings rather than
business expansion.

However, there are factors that determine the performance of SOEs. For example, SOEs prefer
governance that is determined for external interests and is not in accordance with the demands of
internal governance responsibilities that should be adhered to [17]. The performance of SOEs
managed by executives is influenced by the premium careers of those executives who are still
active in government agencies that can oversee the performance evaluation process. However, a
gap occurs when the executive has retired, which causes a decrease in the lobby's executive
ability [18]. The innovation performance of wind power companies is influenced by industry
policies and their mixes [19]. Besides, political interference has a strong negative impact on SOE
efficiency [20]. Liu [21] found profitable SOEs are modernized SOEs that have a well-designed
ownership structure and incentive system as well as an effective control system and good
management transparency.

The literature review shows gaps to examine the performance of SOEs in general and for each
SOE. Comparisons need to be made in several aspects of financial performance, each of which
has been widely used in previous studies, which include the ability to generate profits [22], [23],
the ability to generate operating cash flow [24], the value of the company either proxied with
Tobin's Q [23], [25]-[27] or with Price-to-Book Value of Equity, PBV [28], [29], debt financing
as measured by debt-to-asset ratio, DAR [25], [30], and market capitalization [31]. The ability to
generate profits measured by return on asset, ROA and the ability to generate operating cash
flow as measured by operating cash flow, CFO are both used because they are complementary.
Profit reflects the performance in a period but is influenced by accounting policies while
operating cash flow under certain conditions less reflects the performance in a period but is not
influenced by accounting policies. Tobin's Q reflects the company's overall value but is more
influenced by the debt ratio policy than PBV. Debt financing is chosen because it can have an
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impact on the four types of performance mentioned above. Market capitalization indicates the

potential ability of SOEs to compete with Non-SOEs.

The literature review leads to the following research questions.

» Are SOEs listed on the Indonesian Stock Exchange in general superior to Non-SOEs in terms
of profitability, ability to generate operating cash flow, market value, debt financing, and
market capitalization?

» Does each SOE have a higher performance than the Non-SOE performance in each of the
same industry sub-sectors in terms of profitability, ability to generate operating cash flow,
market value, debt financing, and market capitalization?

3. METHOD

The variables of this study are as follows. PROFIT = net income divided by total assets; CFO =
operating cash flow divided by total assets; Q = company value measured by Tobin's Q ((market
value of equity + book value of liabilities) / book value of total assets); PBV = price-to-book
value of equity; DAR = debt-to-asset ratio (total liabilities / total assets), which reflects the ratio
of debt financing; MARKETCAP = stock market capitalization in trillion rupiahs, which reflects
the size of the company; SOE = State-Owned Enterprise, which is a dummy variable coded 1 for
SOE and 0 for Non-SOE.

This study uses the Mann Whitney U Test to find out whether there are differences between
the mean rank of PROFIT, CFO, Q, PBV, DAR, and MARKETCAP which are classified as
SOEs and those that are classified as Non-SOEs. The Mann Whitney U tests:

HO: mean rank of the PROFIT, CFO, Q, PBV, DAR, and MARKETCAP from the subsample
of SOEs = mean rank of the PROFIT, CFO, Q, PBV, DAR, and MARKETCAP from the
subsample of Non-SOEs

HA: mean rank of the PROFIT, CFO, Q, PBV, DAR, and MARKETCAP from the subsample
of SOEs > mean rank of the PROFIT, CFO, Q, PBV, DAR, and MARKETCAP from the
subsample of Non-SOEs

HA': mean rank of the PROFIT, CFO, Q, PBV, DAR, and MARKETCAP from the subsample
of SOEs < mean rank of the PROFIT, CFO, Q, PBV, DAR, and MARKETCAP from the
subsample of Non-SOEs

Financial data for the measurement of these variables are from financial statements tabulated
by The Institute of Capital Market Indonesia (TICMI) with an observation period from 2007 to
2017. The types of companies that are included in State-Owned Enterprises (SOESs) are
determined from the Ministry of SOEs website and Fact Book for related years. The sample
selection uses the following criteria: (1) the availability of financial statements that end on
December 31 for 12 months each year, and (2) the availability of data for the measurement of all
research variables. Table 1 presents a list of SOEs and their industrial sectors and industrial
subsectors.
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Table 1: List of SOEs and their industrial sectors and industrial subsectors

No. | Code Name Sector Subsector
1 | PTBA %‘(B“k't Asam (Persero) Mining 2.1 Coal Mining
PT. Aneka Tambang - Metal and Mineral
2 | ANTM (Persero) Thk. Mining 2.3 Mining
3 | TINS | PT. Timah (Persero) Thk. Mining 2.3 'V"?t?" and Mineral
Mining
PT. Semen Baturaja Basic Industry and
4 | SMBR (Persero) Thk. Chemicals 3.1 Cement
PT. Semen Indonesia Basic Industry and
5 | SMGR (Persero) Thk. Chemicals 3.1 Cement
PT. Krakatau Steel (Persero) Basic Industry and Metal and Allied
6 | KRAS Tbk. Chemicals 3.3 Products
7 | INAE PT. Indofarma (Persero) Consumer Goods 53 Pharmaceuticals
Thk. Industry
8 | KAEF | PT. Kimia Farma Thk. Consumer Goods 5.3 Pharmaceuticals
Industry
. Property, Real Estate, -
9 | ADHI PT. Adhi Karya (Persero) and Building 6.2 Building _
Tbk. . Construction
Construction
Property, Real Estate, Buildin
10 | PTPP [ PT. PP (Persero) Thk. and Building 6.2 g
. Construction
Construction
.. Property, Real Estate, -
11 | wika PT. Wijaya Karya (Persero) and Building 6.2 Building _
Thbk. . Construction
Construction
. Property, Real Estate, -
12 | WskT PT. Waskita Karya (Persero) and Building 6.2 Building _
Thbk. . Construction
Construction
13 | PGAS 7.1 Energy

PT. Perusahaan Gas Negara

Infrastructure, Utilities,
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(Persero) Thk. & Transportation
. Toll Road, Airport,
14 | JSMR %‘(Jasa Marga (Persero) | 5 g‘fﬁztrgcgﬁtrst’ig;"'t'es’ 7.2 Harbor and Allied
' P Products
PT. Telekomunikasi Infrastructure, Utilities, I
15 | TLKM Indonesia (Persero) Thk. ! & Transportation 7.3 Telecommunication
PT. Garuda Indonesia Infrastructure, Utilities, .
16 | GIAA (Persero) Thk. ! & Transportation 74 Transportation
17 | BBNI | PT- Bank NegaraIndonesia | o 000 8.1 Bank
(Persero) Thk.
18 | BBRI PT. Bank Rakyat Indonesia 8 Finance 81 Bank
(Persero) Thk.
PT. Bank Tabungan Negara i
19 | BBTN (Persero) Thk. 8 Finance 8.1 Bank
20 | BMRI %‘(Ba”k Mandiri (Persero) | g Finance 8.1 Bank
4. RESULTS

4.1 Descriptive Statistics

Descriptive statistics for the full sample and samples classified by SOE and Non-SOE (but not
classified by sector or subsector) are presented in Table 2. All variables (PROFIT, CFO, Q, PBV,
and MARKETCAP) for SOEs have a mean value which is greater than that of Non-SOEs. Based
on the results of the t-test for equality of means (table not presented), the differences are

significant at the 1 percent level for PROFIT, Q, and MARKETCAP and at a 5 percent level for

CFO, while for PBV and DAR the mean difference is not significant. This reveals that in general
SOEs can outperform Non-SOEs.

Descriptive statistical results by sector and subsector are not presented for efficient paper
presentation. The results of direct performance comparisons are carried out using the Mann-
Whitney Test presented in the following sections.
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Table 2: Descriptive Statistics

Variable Minimum | Maximum | Mean De\?itgt.ion
Full Sample (N = 1363)

PROFIT -.384 1.852 .039 114
CFO -.861 799 .059 115

Q 101 13.066 1.432 1.200

PBV .000 135.489 2.204 4.986
DAR .004 .986 585 259

MARKETCAP .000 534.545 14.988 44.898

Non-SOE (N = 1166)

PROFIT -.384 1.852 .035 118
CFO -.861 799 .056 115

Q 101 11.113 1.387 1.138

PBV .000 135.489 2.142 5.203
DAR .004 .986 .584 .264

MARKETCAP .000 534.545 8.546 29.193

SOE (N = 197)

PROFIT -.180 426 .066 .083
CFO -.230 478 .076 113

Q .383 13.066 1.698 1.493

PBV .002 35.742 2.570 3.417
DAR 071 923 589 229

MARKETCAP 011 447552 | 53.114 85.058
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4.2 Performance Comparison between SOEs and Non-SOEs

A comparison between the performance of SOEs and Non-SOEs is carried out for all industrial
sectors and grouped by the industry sector. Comparisons for all industry sectors are presented at
the beginning, followed by comparisons based on industry sectors. Because there are as many as
20 SOEs in 6 industrial sectors, the discussion is presented based on 6 industrial sectors, namely
Sector 2 (Mining), Sector 3 (Basic Industry and Chemicals), Sector 5 (Consumer Goods
Industry), Sector 6 (Property, Real Estate, and Building Construction), Sector 7 (Infrastructure,
Utilities & Transportation), and Sector 8 (Finance).

4.2.1 All Sectors

Table 3 presents the results of the Mann-Whitney Test to compare the performance of SOEs
and Non-SOEs for all Industrial Sectors. These results indicate that SOEs are superior compared
to Non-SOEs in financial performance which includes PROFIT and CFO. This is shown by the
mean rank of PROFIT, Q, and PBV of SOEs which are higher than that of Non-SOEs with Z
significant at 1 percent level except for CFO with a significance level of 10 percent. SOEs also
outperformed Non-SOEs in market performance as measured by Tobin's Q and PBV. Besides,
SOE's market capitalization (MARKETCAP) is greater than that of the Non-SOE market
capitalization.

In contrast to these results, SOE debt financing (DAR) is no different than Non-SOEs DAR. In
general, SOEs outperform Non-SOEs in financial performance and market performance and
market capitalization, but SOEs are no different from Non-SOEs in debt financing.
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Table 3: Mann-Whitney Test results for all industrial sectors

Variable Mean Rank Z ASSyirgT]].p.
Non-SOE SOE

PROFIT 653.51 850.63 | -6.501 | 0.000

CFO 674.60 725.80 | -1.689 | 0.091

Q 659.20 816.93 | -5.202 | 0.000

PBV 659.70 814.01 | -5.089 | 0.000

DAR 682.63 678.28 | -0.143| 0.886

MARKETCAP 621.23 1041.68 13_'867 0.000
N 1166 197

4.2.2  Mining (Sector 2)

The results of the Mann-Whitney Test for the Mining Sector (Sector 2) are presented in Table
4. There are 3 SOEs in Sector 3, namely PTBA in Subsector 2.1 (Coal Mining), ANTM and
TINS in Subsector 2.3 (Metal and Mineral Mining). There are variations in the results of the
analysis. PTBA as an SOE can outperform Non-SOEs, both in financial performance (PROFIT
and CFO) and market performance as measured by Q. This is shown by the mean rank of
PROFIT and CFO of SOE which is higher than that of Non-SOES with Z significant at 1 percent
level except for Q with a significance level of 5 percent. PTBA is a larger company compared to
Non-SOEs in Subsector 2.1.

These results are consistent with results for all sectors of the industry (Table 3) except that
PTBA uses greater debt financing (DAR) than Non-SOEs. ANTM and TINS in the Metal and
Mineral Mining Subsector have similar performance with Non-SOEs, except that both ANTM
and TINS are larger SOEs than Non-SOEs.

Table 4: Mann-Whitney Test results for industry sector 2 (Mining)

) Mean Rank )
Variable Z Asymp. Sig.
Non-SOE SOE
Subsector 2.1. Coal Mining
Non-PTBA PTBA
PROFIT 84.48 148.73 -4.049 0.000
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CFO 85.33 136.00 -3.193 0.001
Q 86.18 123.27 -2.338 0.019
PBV 86.90 112.55 -1.617 0.106
DAR 90.62 56.64 -2.142 0.032
MARKETCAP 85.16 138.64 -3.371 0.001
N 165 11
Subsector 2.3. Metal and Mineral Mining
Non-ANTM ANTM
PROFIT 28.88 34.91 -1.05 0.293
CFO 29.33 3291 -0.62 0.533
Q 31.48 23.55 -1.38 0.167
PBV 31.67 22.73 -1.56 0.119
DAR 29.88 30.55 -0.12 0.907
MARKETCAP 26.71 44.36 -3.08 0.002
N 48 11
Non-TINS TINS
PROFIT 27.98 38.82 -1.89 0.059
CFO 29.54 32.00 -0.43 0.669
Q 30.04 29.82 -0.04 0.969
PBV 30.33 28.55 -0.31 0.755
DAR 29.40 32.64 -0.56 0.572
MARKETCAP 27.35 41.55 -2.47 0.013
N 48 11

PTBA = PT. Bukit Asam (Persero) Tbhk.; ANTM = PT. Aneka Tambang (Persero) Tbk.; TINS =
PT. Timah (Persero) Thbk.
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4.2.3  Basic Industry and Chemicals (Sector 3)

Table 5 presents the results of the Mann-Whitney Test for Industry Sector 3 (Basic Industry and
Chemicals). There are 3 SOEs that are classified in this industry, namely SMBR and SMGR in
Subsector 3.1 (Cement) and KRAS in Subsector 3.3 (Metal and Allied Products). SMBR and
SMGR which are included in the same industrial sub-sector do not have the same performance.
SMGR can outperform Non-SOEs in PROFIT and CFO (the mean rank of PROFIT and CFO of
SOEs is higher than that of Non-SOEs with Z significant at 1 percent level) while SMBR does
not. Besides, SMGR has a greater MARKETCAP compared to Non-SOEs while SMBR is not,
but SMBR has lower DAR than Non-SOEs.

KRAS is a BUMN that has a larger market capitalization compared to Non-BUMNSs in the
same subsector as KRAS. However, KRAS experienced lower performance than Non-KRAS as
indicated by a lower mean rank with a significant Z less than 1 percent. Other KRAS
performance components, CRO, Q, PBV have the equivalent of performance with Non-KRAS
performance. KRAS debt financing is also comparable to that of Non-KRAS.

Table 5: The results of the Mann-Whitney test for industry sector 3 (Basic Industry and

Chemicals)
Mean Rank
Variable z Asymp. Sig.
Non-SOE SOE
Sector 3 (Basic Industry and Chemicals) - Subsector 3.1 (Cement)

Non-SMBR SMBR
PROFIT 17.14 16.20 0.841 0.865
CFO 17.79 12.60 0.269 0.290
Q 16.79 18.20 0.763 0.789
PBV 17.04 16.80 0.960 0.981
DAR 18.68 7.60 0.018 0.016
MARKETCAP 18.00 11.40 0.160 0.173
N 28 5

Non-SMGR SMGR
PROFIT 16.71 28.36 -2.871 0.004
CFO 16.79 28.18 -2.809 0.005
Q 18.79 23.09 -1.061 0.289
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PBV 18.89 22.82 -0.967 0.333
DAR 21.39 16.45 -1.217 0.224
MARKETCAP 17.61 26.09 -2.091 0.037
N 28 11

Sector 3 (Basic Industry and Chemicals) - Subsector 3.3 (Metal and Allied Products)

Non-KRAS KRAS

PROFIT 78.38 33.38 -2.833 0.005
CFO 76.54 66.38 -0.640 0.522
Q 76.52 66.75 -0.615 0.539
PBV 76.29 70.88 -0.341 0.733
DAR 75.97 76.63 -0.042 0.967
MARKETCAP 72.03 146.88 -4.710 0.000
N 143 8

SMBR = PT. Semen Baturaja (Persero) Thk.; SMGR = PT. Semen Indonesia (Persero) Tbk.;
KRAS = PT. Krakatau Steel (Persero) Thk.

4.2.4  Consumer Goods Industry (Sector 5)

Mann-Whitney Test Results for the Consumer Goods Industry Sector are presented in Table 6.
The SOEs that are included in this sector are INAF and KAEF. Both are classified in the
Pharmaceutical Subsector. These two SOEs can be surpassed by Non-SOEs, especially in
PROFIT and CFO. This is indicated by the mean rank of PROFIT and CFO of INAF and of
KAEF which are lower than that of the Non-INAF and Non-KAEF companies with Z significant
at the 1 percent level.

Debt financing (DAR) INAF and KAEF is greater than Non-SOEs. Both SOEs have market
values (Q and PBV) and market capitalization (MARKETCAP) which are no different from
those of their non-SOE counterparts.
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Table 6: Mann-Whitney Test results for sector 5 (Consumer Goods Industry)

Mean Rank z
Variable Asymp. Sig.
Non-SOE SOE
Sector 5 (Consumer Goods Industry) - Subsector 5.3
(Pharmaceuticals)

Non-INAF INAF
PROFIT 50.33 10.82 -4.700 0.000
CFO 49.04 20.09 -3.443 0.001
Q 46.10 41.18 -0.585 0.558
PBV 46.33 39.55 -0.807 0.420
DAR 41.42 74.82 -3.973 0.000
MARKETCAP 45.70 44.09 -0.191 0.848
N 79 11

Non-KAEF KAEF
PROFIT 48.23 25.91 -2.655 0.008
CFO 48.04 27.27 -2.470 0.014
Q 45.62 44.64 -0.117 0.907
PBV 45.65 44.46 -0.142 0.887
DAR 41.99 70.73 -3.418 0.001
MARKETCAP 44.38 53.55 -1.091 0.275
N 79 11
!rl\kl)@F = PT. Indofarma (Persero) Thk; KAEF = PT. Kimia Farma

4.2.5 Property, Real Estate, and Building Construction (Sector 6)

Table 7 presents the results of the Mann-Whitney Test for the Property, Real Estate and
Building Construction Sectors. Four SOEs (ADHI, PTPP, WIKA, WSKT) are included in the
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Building Construction Subsector (Subsector 6.2). These four SOEs have lower PROFIT and have
higher debt financing (DAR) and MARKETCAP compared to Non-SOEs. This is indicated by
the mean rank of PROFIT ADHI, PTPP, WIKA, and WSKT which is lower than that of the Non-
SOE companies with Z significant at the level of 1 percent for ADHI, 5 percent for PTPP, and 10
for WIKA and WSKT. These SOEs have CFO, Q, and PBV that are not different from those of

Non-SOEs.

Table 7: Mann-Whitney Test results for sector 6 (Property, Real Estate, and Building

Construction)

Mean Rank
Variable YA Asymp. Sig.
Non-SOE SOE
Sector 6 (Property, Real Estate, and Building Construction) - Subsector 6.2 (Building
Construction)

Non-ADHI ADHI
PROFIT 39.17 18.73 -3.019 0.003
CFO 37.57 27.45 -1.494 0.135
Q 36.70 32.18 -0.667 0.505
PBV 36.30 34.36 -0.286 0.775
DAR 30.53 65.82 -5.212 0.000
MARKETCAP 34.57 43.82 -1.367 0.172
N 60 11

Non-PTPP PTPP
PROFIT 36.32 20.88 -2.075 0.038
CFO 34.87 31.75 -0.419 0.675
Q 33.95 38.63 -0.628 0.530
PBV 33.45 42.38 -1.199 0.230
DAR 30.85 61.88 -4.169 0.000
MARKETCAP 31.80 54.75 -3.084 0.002
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N 60 8

Non-WIKA WIKA
PROFIT 37.77 26.36 -1.684 0.092
CFO 35.33 39.64 -0.636 0.525
Q 35.22 40.27 -0.747 0.455
PBV 34.68 43.18 -1.255 0.209
DAR 31.28 61.73 -4.497 0.000
MARKETCAP 32.82 53.36 -3.035 0.002
N 60 11

Non-WSKT WSKT
PROFIT 34.83 20.17 -1.784 0.074
CFO 34.97 18.83 -1.963 0.050
Q 33.13 37.17 -0.491 0.624
PBV 32.75 41.00 -1.004 0.316
DAR 30.57 62.83 -3.926 0.000
MARKETCAP 30.75 61.00 -3.680 0.000
N 60 6
ADHI = PT. Adhi Karya (Persero) Thk.; PTPP = PT. PP (Persero) Thk.; WIKA = PT.
Wijaya Karya (Persero) Tbk.; WSKT = PT. Waskita Karya (Persero) Tbk.

4.2.6 Infrastructure, Utilities & Transportation (Sector 7)

As presented in Table 8, there are four SOEs (PGAS, JSMR, TLKM, and GIAA) which are
classified in Sector 7 (Infrastructure, Utilities & Transportation). Each SOE is in a different sub-
sector. PGAS classified as Subsector 7.1 (Energy) and TLKM in Subsector 7.3
(Telecommunication) have similar performance. The results of the Mann-Whitney Test
presented in Table 8 indicate that these two SOEs outperformed Non-SOEs in PROFIT, CFO, Q,
and PBV and had a greater MARKETCAP compared to Non-SOEs. The difference is that PGAS
uses debt financing (DAR) which is greater than that of Non-SOEs while TLKM has a lower
DAR than Non-SOEs.
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Table 8: Mann-Whitney Test Results for sector 7 (Infrastructure, Utilities & Transportation)

Variable Mean Rank z | P
Non-SOE SOE
Sector 7 (Infrastructure, Utilities & Transportation) - Subsector 7.1
(Energy)
Non-PGAS PGAS
PROFIT 13.18 24.64 -3.208 0.001
CFO 12.82 25.36 -3.513 0.000
Q 14.59 21.82 -2.024 0.043
PBV 14.45 22.09 -2.139 0.032
DAR 14.00 23.00 -2.521 0.012
MARKETCAP 11.59 27.82 -4.548 0.000
N 22 11

Sector 7 (Infrastructure, Utilities & Transportation) - Subsector 7.2 (Toll

Road, Airport, Harbor and Allied Products)

Non-JSMR | JSMR
PROFIT 17.00 17.00 0.000 1.000
CFO 17.59 15.82 -0.496 0.620
Q 15.50 20.00 -1.260 0.208
PBV 14.68 21.64 -1.948 0.051
DAR 12.73 25.55 -3.590 0.000
MARKETCAP 12.59 25.82 -3.705 0.000
N 22 11

Sector 7 (Infrastructure, Utilities & Transportation) - Subsector 7.3
(Telecommunication)

Non-TLKM

TLKM
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PROFIT 24.58 53.64 -5.061 0.000
CFO 25.02 51.73 -4.652 0.000
Q 26.56 45.00 -3.211 0.001
PBV 26.83 43.82 -2.958 0.003
DAR 33.04 16.73 -2.842 0.004
MARKETCAP 24.96 52.00 -4.710 0.000
N 48 11

(Transportation)

Sector 7 (Infrastructure, Utilities & Transportation) - Subsector 7.4

Non-GIAA | GIAA
PROFIT 113.00 97.14 -0.637 0.524
CFO 113.12 93.29 -0.797 0.425
Q 112.25 120.14 -0.317 0.751
PBV 112.49 112.86 -0.015 0.988
DAR 110.67 169.29 -2.355 0.019
MARKETCAP 109.16 216.00 -4.293 0.000
N 217 7

PGAS = PT. Perusahaan Gas Negara (Persero) Tbhk.; JSMR = PT. Jasa
Marga (Persero) Tbhk.; TLKM = PT. Telekomunikasi Indonesia (Persero)
Tbk.; GIAA = PT. Garuda Indonesia (Persero) Thk.

Two other SOEs in Sector 7 (Infrastructure, Utilities & Transportation) are JSMR in Subsector
7.2 (Toll Road, Airport, Harbor and Allied Products) and GIAA in Subsector 7.4
(Transportation). Unlike PGAS in Subsector 7.1 (Energy) and TLKM which belong to Subsector
7.3 (Telecommunication), JSMR and GIAA are not able to outperform Non-SOEs in PROFIT,
CFO, Q, and PBV as counterparts except JSMR which has a higher PBV even though only at a
10 percent significance level. JSMR and GIAA also have higher MARKETCAP compared to
Non-SOEs but they also have higher DAR.

4.2.7  Finance (Sector 8)
Table 9 shows that BBNI, BBRI, BBTN, and BMRI are 4 SOEs in Sector 8 (Finance) -
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Subsector 8.1 (Bank). Although in the same industrial sub-sector, the performance of each state-
owned bank was not the same when compared to the performance of Non-SOE banks. The
results of comparisons between state-owned banks and non-state-owned banks presented in
Table 9 show that 3 banks consisting of BBNI, BBRI, and BMRI are state-owned banks that
have higher mean ranks with Z values significant at the 1 percent level. This indicates that the

three SOE banks can outperform Non-SOE banks in terms of PROFIT.

In the case of CFO, all state-owned banks are no different from non-state-owned banks. From
the aspect of firm value proxied by Q and PBV, BBRI and BMRI also have higher mean ranks
with Z values significant at the level of 1 percent for BBRI and 5 percent for BMRI. These

results indicate that BBRI and BMRI can outperform Non-SOE banks in firm value.

Table 9: Mann-Whitney Test Results for Sector 8 (Finance)

Mean Rank
Variable NN - z A‘?{;p'
SOE
Sector 8 (Finance) - Subsector 8.1 (Bank)

sl BBNI
PROFIT 170.53 248.00 -2.535 0.011
CFO 172.67 183.00 -0.338 0.735
Q 172.59 185.45 -0.421 0.674
PBV 172.33 193.45 -0.691 0.489
DAR 173.54 156.55 -0.556 0.578
MARKETCAP 168.72 303.00 -4.394 0.000
N 334 11

gé’g'l BBRI
PROFIT 167.99 325.18 -5.143 0.000
CFO 171.64 214.36 -1.398 0.162
Q 169.90 267.27 -3.186 0.001
PBV 169.86 268.36 -3.223 0.001
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DAR 172.16 198.45 -0.860 0.390
MARKETCAP 168.07 322.55 -5.054 0.000
N 334 11

S | e
PROFIT 171.38 195.11 -0.709 0.479
CFO 172.69 146.56 -0.780 0.435
Q 172.16 166.11 -0.181 0.857
PBV 171.83 178.33 -0.194 0.846
DAR 169.63 259.78 -2.691 0.007
MARKETCAP 169.37 269.78 -2.998 0.003
N 334 9

é\:\?lgl BMRI
PROFIT 169.23 287.55 -3.871 0.000
CFO 171.87 207.18 -1.155 0.248
Q 171.01 233.55 -2.046 0.041
PBV 170.63 24491 -2.430 0.015
DAR 173.31 163.64 -0.316 0.752
MARKETCAP 168.12 321.18 -5.008 0.000
N 334 11
BBNI = PT. Bank Negara Indonesia (Persero) Tbhk.; BBRI = PT. Bank
Rakyat Indonesia (Persero) Thk.; BBTN = PT. Bank Tabungan Negara
(Persero) Tbk.; BMRI = PT. Bank Mandiri (Persero) Tbk.
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In the case of DAR, the difference in mean rank for all state-owned banks compared to Non-
SOE banks except BBTN are not significant. This could be due to the tendency of all banks to
follow the capital ratio requirements. The uniqueness of BBTN in terms of DAR with a higher
mean rank compared to Non-SOE banks indicates that the loan funds provided by BBTN to
customers are greater than Non-SOE banks. The mean rank differences of MARKETCAP of all
state-owned banks are significant at the 1 percent level which indicates that all state-owned
banks have a greater market capitalization than non-state-owned banks.

In general, BBRI and BMRI are 2 banks that have the highest relative ability to outperform
Non-SOE banks. Then BBNI is ranked next, and BBTN is a state-owned bank that has financial
performance and market performance that is relatively equivalent to Non-SOE banks.

5. CONCLUSIONS

This study found that SOEs are generally superior to non-SOEs. However, further findings show
that SOEs in each sector or subsector have unequal performance. In fact, every SOE in one
industry sub-sector can have different performance when compared to Non-SOEs. The findings
of this study indicate that the performance of SOEs, when compared to Non-SOEs, can be
grouped into several categories. First, SOEs that have higher performance compared to Non-
SOEs in various types of performance measures. These SOEs include PGAS, TLKM, and PTBA.
They outperformed Non-SOEs in the ability to generate profits, the ability to generate operating
cash flow, and the firm value measured by Q and PBV except PTBA, the firm value measured
only by Q. These three SOEs have a greater market capitalization compared to Non-SOEs. The
difference is that PGAS uses higher debt financing while TLKM and PTBA have lower debt
financing compared to Non-SOEs.

Second, SOEs that can generate higher profits than Non-SOEs but are not accompanied by the
ability to generate operating cash flow. These SOEs include SMGR, BBNI, BBRI, and BMRI.
The last two SOEs also have a higher market value compared to Non-SOEs. All these SOESs have
a larger market capitalization than Non-SOEs and have debt financing equivalent to Non-SOEs.

Third, SOEs can generate profits or the ability to generate operating cash flow that is
comparable to Non-SOEs and with the firm value that tends to be equivalent to Non-SOEs.
These SOEs include ANTM, TINS, SMBR, WIKA, JSMR, GIAA, and BBTN. Almost all these
SOEs except SMBR have a greater capitalization than Non-SOEs. WIKA, JSMR, GIAA, and
BBTN have larger debt financing than Non-SOEs, SMBR has smaller debt financing, while
ANTM has debt financing equivalent to Non-SOEs.

Fourth, SOEs can generate lower profits and operating cash flow compared to Non-SOEs
(INAF, KAEF, and WSKT) or have the ability to generate only lower profits with Non-SOEs
(KRAS, ADHI, and PTPP). The firm values of the six SOEs are equivalent to those of Non-
SOEs. Three SOE (KRAS, PTPP, and WSKT) have a larger market capitalization compared to
Non-SOE (INFA, KAEF, and ADHI) while the other 3 SOE have market capitalizations that are
equivalent to Non-SOE. In terms of debt financing, INAF, KAEF, ADHI, and WSKT use debt
financing that is greater than that of Non-SOEs, while KRAS has debt financing that is similar to
Non-SOEs.

There are several limitations in this study that need to be considered in interpreting the results.

www.ijebmr.com Page 42




International Journal of Economics, Business and Management Research
Vol. 4, No. 04; 2020
ISSN: 2456-7760

Measurement of research variables relating to accounting figures does not consider the quality of
information used. The low quality of information can affect the accuracy of variable
measurements. Besides, this study compares the average performance of SOEs with the
performance of Non-SOEs during the observation period and does not examine the performance
trends of each SOE so that SOEs experiencing an increasing or decreasing trend are treated
equally as long as the average ratings of the SOEs are the same. Future studies can follow up on
the results of this study by considering these limitations. Further studies can also examine the
factors that cause variations in the performance of SOEs.

References

[1] UU.19, “Undang-Undang Nomor 19 Tahun 2003 tentang Badan Usaha Milik Negara,
[Law Number 19 of 2003 on State-Owned Enterprises].

[2] D. L. Warganegara, F. Alamsjah, and M. Soentoro, “The impact of governance practices
on the operating performance: a study on the Indonesian state-owned enterprises,” Int.
Res. J. Bus. Stud., vol. 5, no. 1, pp. 35-55, 2012.

[3] 1. Khajar, “Model of state-owned enterprise (SOES) privatisation through new common
stock and its implication towards financial performance period 2005-2012,” Int. J. Organ.
Innov., vol. 7, no. October, pp. 27-37, 2014.

[4] S. Muat and A. Prayogo, “Corporate social responsibility disclosure and financial

performance: a state owned enterprises case study,” Sos. Budaya, vol. 15, no. 1, pp. 11—
18, 2018.

[5] D. P. Pulungan, S. Wahyud, S. Suharnomo, and H. Muharam, “The performance
evaluation of the state-owned enterprise’s stocks in Indonesia,” Invest. Manag. Financ.
Innov., vol. 16, no. 2, pp. 140-149, 2019.

[6] F. Zuchruf, Suhadak, R. S. Mangesti, and S. Muhammad, “The effect of corporate
governance, firm size and capital structure on financial performance: a study of state-
owned enterprises listed in the Indonesia stock exchange during period of 2013-2016,”
Russ. J. Agric. Socio-Economic Sci., vol. 9, no. September, pp. 3-16, 2019.

[71 1. Herdjiono, “The differences of corporate governance influence on state-owned

enterprise and non state-owned entrerprise’s performance: the case of Indonesia,” Rev.
Financ. Stud., vol. 4, no. 6, pp. 85-96, 2019.

[8] UU.1, “Undang-Undang Republik Indonesia Nomor 1 Tahun 1995 Tentang Perseroan
Terbatas [Law of the Republic of Indonesia Number 1 of 1995 on Limited Liability
Companies].” 1995.

[9] UU.40, “Undang-Undang Republik Indonesia Nomor 40 Tahun 2007 Tentang Perseroan
Terbatas [Law of the Republic of Indonesia Number 40 of 2007 on Limited Liability
Companies].” 2007.

www.ijebmr.com Page 43




International Journal of Economics, Business and Management Research

Vol. 4, No. 04; 2020
ISSN: 2456-7760

[10]

[11]

[12]

[13]

[14]

[15]

[16]

[17]

[18]

[19]

[20]

[21]

PP.33, “Peraturan Pemerintah Republik Indonesia Nomor 33 Tahun 2005 Tentang Tata
Cara Privatisasi Perusahaan Perseroan (Persero) [Republic of Indonesia Government
Regulation No. 33/2005 on Procedures for Privatization of Company (Persero)].” 2005.

PP.59, “Peraturan Pemerintah Republik Indonesia Nomor 59 Tahun 2009 Tentang
Perubahan Atas Peraturan Pemerintah Nomor 33 Tahun 2005 Tentang Tata Cara
Privatisasi Perusahaan Perseroan (Persero) [Government Regulation of the Republic of
Indonesia Number 59 of 2009 on Amendment to Government Regulation Number 33 Year
2005 on Procedures for Company Privatization (Persero).” 2009.

H. Wang, W. Zhang, and J. Wang, “Auctioning the state owned enterprise in China: The
trade-off between maximizing revenue and minimizing unemployment,” Econ. Chang.
Restruct., vol. 40, no. 3, pp. 267-280, 2007.

S. Alexius and J. Cisneros Ornberg, “Mission(s) impossible? Configuring values in the
governance of state-owned enterprises,” Int. J. Public Sect. Manag., vol. 28, no. 4-5, pp.
286-306, 2015.

P. F. Christensen, “Performance and divestment of state-owned enterprises in Ghana,”
Public Adm. Dev., vol. 18, no. 3, pp. 281-293, 1998.

R. Bozec and G. Breton, “The impact of the corporatization process on the financial
performance of Canadian state-owned enterprises,” Int. J. Public Sect. Manag., vol. 16,
no. 1, pp. 2747, 2003.

R. Garnaut, L. Song, and Y. Yao, “Impact and significance of state-owned enterprise
restructuring in China,” China J., no. 55, pp. 35-63, 2006.

A. Thomas, “Governance at South African state-owned enterprises: What do annual
reports and the print media tell us?,” Soc. Responsib. J., vol. 8, no. 4, pp. 448-470, 2012.

S. Hong and T. K. Kim, “Regulatory capture in agency performance evaluation: industry
expertise versus revolving-door lobbying,” Public Choice, vol. 171, no. 1-2, pp. 167-186,
2017.

X. Wang, H. Zou, Y. Zheng, and Z. Jiang, “How will different types of industry policies
and their mixes affect the innovation performance of wind power enterprises? Based on
dual perspectives of regional innovation environment and enterprise ownership,” J.
Environ. Manage., vol. 251, no. January, pp. 1-13, 2019.

C. Lin, Y. Ma, and D. Su, “Corporate governance and firm efficiency: Evidence from
China’s publicly listed firms,” Manag. Decis. Econ., vol. 30, no. 3, pp. 193-209, 2009.

Y. Liu, “A comparison of China ' s state-owned enterprises and their counterparts in the
United States: Performance and Regulatory Policy,” Public Adm. Rev., vol. 69, no. S1, pp.
546-552, 20009.

www.ijebmr.com Page 44




International Journal of Economics, Business and Management Research

Vol. 4, No. 04; 2020
ISSN: 2456-7760

[22]

[23]

[24]

[25]

[26]

[27]

[28]

[29]

[30]

[31]

D. A. Hughes and J. Poletti-Hughes, “Profitability and market value of orphan drug
companies: A retrospective, propensity-matched case-control study,” PLoS One, vol. 11,
no. 10, pp. 1-12, 2016.

H. Seo, K. Kim, and J. Park, “A study on relation between corporate social responsibility
and profitability-and-corporate value,” Int. J. Bus. Soc. Res., vol. 5, no. 10, pp. 45-54,
2015.

C. Christian and J. P. Jones, “The value-relevance of earnings, operating cash flows, and
ebitda during mergers,” J. Account. Financ. Res., vol. 12, no. 3, pp. 3244, 2004.

S. Fosu, A. Danso, W. Ahmad, and W. Coffie, “Information asymmetry, leverage and firm
value: Do crisis and growth matter?,” Int. Rev. Financ. Anal., vol. 46, pp. 140-150, 2016.

N. Likitwongkajon and C. Vithessonthi, “Do foreign investments increase firm value and
firm performance? Evidence from Japan,” Res. Int. Bus. Financ., vol. 51, no. June 2019,
2020.

E. P. yi Yu, C. Q. Guo, and B. Van Luu, “Environmental, social and governance
transparency and firm value,” Bus. Strateg. Environ., vol. 27, no. 7, pp. 987-1004, 2018.

L. N. Ardila, D. A. Saputra, A. K. Adiati, and B. Sutopo, “Asset productivity,
profitability, and firm value: Can state-owned companies outperform non-state-owned
companies?,” Int. J. Bus. Soc., vol. 19, pp. 639-650, 2018.

M. C. Kolsi and O. F. Attayah, “Environmental policy disclosures and sustainable
development: Determinants, measure and impact on firm value for ADX listed
companies,” Corp. Soc. Responsib. Environ. Manag., vol. 25, no. 5, pp. 807-818, 2018.

B. S. Hatem, “Interdependence between managerial ownership, leverage and firm value:
theory and empirical validation,” Int. J. Econ. Financ., vol. 7, no. 12, pp. 106-118, 2015.

J. E. Berg, G. R. Neumann, and T. A. Rietz, “Searching for Google’s value: Using
prediction markets to forecast market capitalization prior to an initial public offering,”
Manage. Sci., vol. 55, no. 3, pp. 348-361, 20009.

www.ijebmr.com Page 45




	STATE-OWNED ENTERPRISES AND NON-STATE-OWNED ENTERPRISES: PERFORMANCE COMPARISON BY INDUSTRIAL SECTOR
	Abstract
	1. Introduction
	2. Literature Review
	2.1 Regulation on State-Owned Enterprises
	2.2 Previous Studies

	3. Method
	4. Results
	4.1 Descriptive Statistics
	4.2 Performance Comparison between SOEs and Non-SOEs
	4.2.1  All Sectors
	4.2.2   Mining (Sector 2)
	4.2.3   Basic Industry and Chemicals (Sector 3)
	4.2.4   Consumer Goods Industry (Sector 5)
	4.2.5   Property, Real Estate, and Building Construction (Sector 6)
	4.2.6   Infrastructure, Utilities & Transportation (Sector 7)
	4.2.7   Finance (Sector 8)

	5. Conclusions
	References

