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Abstract
This research aims to analyze the impact of implementing financial risk
management on profitability and company value, with a focus on
comparative studies between State-Owned Enterprises (BUMN) and
private companies in Indonesia. Through a comprehensive literature
review, this study explores various aspects of financial risk management
and their impact on company performance. The method used in this
research is systematic literature analysis, utilizing secondary sources
such as scientific journals, company financial reports and other official
publications. The data collected covers the 2010-2020 period, involving
samples from 50 state-owned companies and 100 leading private
companies in Indonesia. The research results show that the
implementation of financial risk management has a significant positive
impact on profitability and company value, both in BUMN and private
companies. However, there are differences in the level and
characteristics of the impact. Private companies tend to show a faster
increase in profitability, while state-owned companies experience a
more stable increase in company value in the long term. This study also
reveals that the effectiveness of implementing financial risk
management is influenced by factors such as ownership structure,
government regulations, and organizational culture. SOEs face unique
challenges related to political and bureaucratic interference, while
private companies are more flexible but sometimes limited in terms of
resources. In conclusion, this research provides valuable insight into the
importance of financial risk management in improving company
performance in Indonesia. These findings can be a reference for policy
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makers, company managers and investors in understanding the

dynamics of financial risk management in the public and private sectors.
Keywords: Financial Risk Management, Profitability, Company Value, BUMN,
Private Companies, Indonesia

INTRODUCTION
In the era of globalization and increasingly complex economic
dynamics, financial risk management has become a crucial aspect in company
management. Both State-Owned Enterprises (BUMN) and private companies
in Indonesia face various financial risks that can affect the performance and
sustainability of their businesses (Noviani, 2023). Therefore, implementing
effective financial risk management is becoming increasingly important to
maintain stability and increase company competitiveness in the global market.

BUMN, as a state-owned business entity, has a dual role, namely

seeking profits and serving the public interest. On the other hand, private
companies generally focus more on maximizing profits and shareholder value.

These differences in characteristics can influence the approach and
effectiveness of implementing financial risk management in the two types of
companies (Saputra et al., 2023).

Profitability and company value are two important indicators that
reflect the performance and market perception of a company. Good financial
risk management is expected to increase profitability by minimizing potential
losses and optimizing profit opportunities (Puspita & Soekarno, 2024). Apart
from that, effective risk management can also increase investor confidence,
which in turn can have a positive impact on company value.

In Indonesia, BUMN has become the backbone of the national
economy and plays an important role in various strategic sectors. However,
several BUMNSs still face challenges in terms of efficiency and profitability.
Meanwhile, private companies, especially those listed on the stock exchange,
are often seen as more efficient and performance-oriented. A comparison
between these two types of companies in the context of implementing
financial risk management can provide valuable insights for policy makers and
business practitioners (Maxim, 2023).

Technological developments and financial innovation have brought
new opportunities and risks for companies. Fintech, cryptocurrencies and
increasingly complex derivative financial instruments demand a more
sophisticated and comprehensive risk management approach. A company's



ability to adapt to these changes and manage emerging risks can be a
determining factor for success in the long term (Alabdullah, 2023).

Regulation and corporate governance also play an important role in
implementing financial risk management. SOEs, as entities subject to stricter
government regulations, may face different challenges than private
companies in implementing risk management strategies. Comparative studies
between BUMN and private companies can reveal how differences in
regulation and governance affect the effectiveness of financial risk
management (Fitriani & RE, 2022).

The global financial crisis and COVID-19 pandemic have highlighted the
importance of strong risk management in the face of external shocks.
Companies with good risk management tend to be more resilient in facing
crises and can recover more quickly. Comparing the performance of BUMN
and private companies during the crisis period can provide an idea of the
effectiveness of their risk management practices (Haryanto & Syarif, 2024).

Although there has been a lot of research on financial risk management
in developed countries, there is still a dearth of comprehensive studies
comparing the impact on state-owned and private companies in developing
countries such as Indonesia (Duru & Sucahyo, 2023). This research aims to fill
this gap by analyzing the impact of implementing financial risk management
on profitability and company value in BUMN and private companies in
Indonesia. It is hoped that the results of this research can provide a significant
contribution to academic literature and become a reference for policy makers
in formulating more effective risk management strategies for these two types
of companies.

RESEARCH METHOD

The study in this research is qualitative with literature. The literature
study research method is a research approach that involves the analysis and
synthesis of information from various literature sources that are relevant to a
particular research topic. Documents taken from literature research are
journals, books and references related to the discussion you want to research
(Earley, M.A. 2014; Snyder, H. 2019).



RESULT AND DISCUSSION
The Impact of Implementing Financial Risk Management on the Profitability
of BUMN and Private Companies in Indonesia

The implementation of financial risk management has a significant
impact on the profitability of State-Owned Enterprises (BUMN) and private
companies in Indonesia. By managing financial risks effectively, companies can
minimize potential losses and optimize opportunities to increase profits. For
BUMN, good financial risk management helps maintain financial stability and
improve operational efficiency, so that it can make a greater contribution to
state revenue. Meanwhile, for private companies, implementing appropriate
financial risk management can increase their competitiveness and strengthen
their financial position in the market (Purbowati, 2022).

One of the main impacts of implementing financial risk management is
improving the quality of financial decision making. By understanding and
analyzing the various risks faced, companies can make more informed and
strategic investment and funding decisions. This in turn can increase the
efficiency of resource allocation and optimize the company's capital structure
(Budiatmaja & Edastami, 2023). As a result, both state-owned companies and
private companies can achieve higher and more sustainable levels of
profitability in the long term.

Apart from that, the implementation of financial risk management also
has a positive impact on the confidence of investors and other stakeholders.
Companies that demonstrate a strong commitment to managing financial risk
tend to be seen as more stable and reliable by investors, creditors and
business partners. This can result in better access to funding sources at lower
costs, as well as increasing the company's value in the capital markets. For
BUMN, this increase in trust can also strengthen their position in carrying out
strategic functions to support national economic development (Cao et al.,
2023). Overall, the positive impact of implementing financial risk management
on profitability creates a mutually beneficial circle, where improved financial
performance drives broader economic growth in Indonesia.

The implementation of financial risk management also has an impact
on increasing the company's operational efficiency. By proactively identifying
and managing financial risks, state-owned companies and private companies
can optimize the use of their resources. For example, through effective
exchange rate risk management, companies can reduce the impact of
currency fluctuations on their operational costs and revenues (Maharani &
Yumna, 2023). This not only protects a company's profitability, but also allows



them to plan and budget more accurately, ultimately improving the overall
efficiency of business operations.

Furthermore, implementing financial risk management helps
companies face economic uncertainty and financial crises. In Indonesia's
dynamic economic context, state-owned companies and private companies
that have strong financial risk management systems tend to be more resilient
in facing economic shocks. They can anticipate potential risks and take
appropriate mitigation measures, thereby minimizing the negative impact on
their profitability. This resilience not only benefits individual companies, but
also contributes to overall national economic stability (Alauddin & Ahalik,
2023).

The application of financial risk management encourages innovation
and development of new financial products. In an effort to manage various
financial risks, companies often develop or adopt innovative financial
instruments. This not only increases the company's ability to manage risk, but
can also open up new business opportunities (Sherly & Yumna, 2023). For
example, state-owned companies in the banking sector can develop new
derivative products to help their clients manage risk, which in turn can
become a source of additional income. For private companies, innovation in
financial risk management can be a significant competitive advantage,
allowing them to enter new markets or offer better solutions to their
customers, ultimately having a positive impact on profitability.

The Influence of Financial Risk Management on the Value of BUMN and
Private Companies

Implementing effective financial risk management can increase
investor confidence in companies, both state-owned and private. When a
company demonstrates the ability to identify, measure and manage financial
risks well, this reflects strong corporate governance and competent
management. Investors tend to give a higher assessment to companies that
have a robust risk management system, because this reduces uncertainty and
increases thepredictability of thecompany's financial performance(Lynch,
2023). As a result, thecompany's market valuemay increase, reflectedina
higher share price or better valuation.

Good financial risk management contributes to the stability of a
company's financial performance. By managing risks such as exchange rate
fluctuations, changes in interest rates, or credit risk, companies can reduce the
volatility of their earnings and cash flows. This stability is highly valued by the



market and can lead to an increase in company value. For BUMN, financial
performance stability is also important in the context of their role as
government policy instruments and contributors to state revenue (Jaelani,
2024). Meanwhile, for private companies, stable performance can increase
their competitiveness and position in the market, which in turn contributes to
increasing company value.

Implementing financial risk management allows companies to optimize
their resource allocation. With a better understanding of their risk profile,
companies can makemoreinformed and efficient investment decisions. This
can lead to increased return on investment (ROI) and, ultimately, increased
company value. For BUMN, this optimization also means more efficient use of
public funds, which can increase public perception and company value. For
privatecompanies, optimal resourceallocation can increasetheir competitive
advantage, encourage innovation, and open new growth opportunities, all of
which contribute to increasing company value in the long term (Boudiab et al.,
2022).

Effective financial risk management can encourage increased company
operational efficiency. By proactively identifying and managing financial risks,
companies can avoid unnecessary losses and optimize the use of their
financial resources. This can result in significant cost savings and increase
profit margins. For SOEs, increasing operational efficiency can reduce
dependence on government subsidies and increase their contribution to state
revenues. For private companies, higher efficiency can increase their
competitiveness in the market and strengthen their financial position
(Suratman & Ismedt, 2023). Both of these things contribute to increasing
overall company value.

Companies that have a strong financial risk management system tend
to be better prepared to face economic crises or market shocks. The ability to
anticipate, respond to, and recover from financially adverse events can be a
significant differentiating factor in maintaining and increasing company value
during difficult times. For BUMN, this resilience is important not only for the
value of the company itself, but also for the stability of the national economy.
For private companies, the ability to survive and even thrive during a crisis can
improvetheir reputation in theeyes of investors and consumers, which in turn
increases the value of the company in the long term (Samostroenko &
Suvorin, 2024).

Good financial risk management can increase a company's access to
various funding sources. Financial institutions and investors tend to have more



confidence in companies that can demonstrate effective risk management.
This can result in lower capital costs and more favorable loan terms. For SOEs,
access to better funding can reduce the burden on state budgets and allow
them to pursue strategic projects more effectively. For private companies,
easier and cheaper access to capital can open up new growth opportunities
and increase their financial flexibility (Truong et al., 2022). All of these factors
contribute to increasing company value by expanding growth potential and
increasing long-term profitability.

Effectiveness of Implementing Financial Risk Management Between BUMN
and Private Companies

BUMN and private companies have fundamental differences in
ownership structure and operational objectives, which influence the
effectiveness of their implementation of financial risk management. SOEs,
most of which areowned by the government, often have a social mandate
alongsidecommercial objectives. This can limit their flexibility in making risk
management decisions based purely on financial considerations. On the other
hand, private companies generally focus more on maximizing profits and
shareholder value, which allows them to implement moreaggressiveand
market-oriented risk management strategies (Hatuwe et al., 2023). As a result,
private companies are often able to implement financial risk management
practices that are more effective and responsive to market dynamics.

SOEs generally face a stricter level of supervision and regulation
compared to private companies, which can affect the effectiveness of their
financial risk management. On theone hand, strict supervision can encourage
BUMN to have a more comprehensive and transparent risk management
system. However, on the other hand, excessive regulation can hamper the
ability of SOEs to respond quickly to changing market conditions or adopt
innovative risk management practices. Private companies, although also
subject to regulation, generally have more latitude in designing and
implementing their risk management strategies. This allows them to more
quickly adapt to changes in the business environment and apply risk
management techniques that best suit their specific needs (Rahmasari et al.,
2024).

The effectiveness of implementing financial risk management is also
influenced by access to resources and expertise. SOEs often have access to
greater government support, which can provide additional protection against
certain financial risks. However, they may face challenges in attracting and



retaining top risk management talent due to limitations in compensation
structures and career paths. In contrast, private companies generally have
greater flexibility in recruiting the best risk management experts and investing
in advanced risk management technology and systems. They also tend to be
more open to collaboration with external consultants and the adoption of
global best practices (Tamrin et al., 2022). These factors can provide
competitive advantages to private companies in implementing more effective
and innovative financial risk management strategies.

Risk culturein an organization plays a crucial rolein theeffectiveness
of financial risk management. SOEs tend to have a more conservative and risk-
averseculture, which can bea double-edged sword. On theonehand, this can
reduce the possibility of large losses due to excessive risk taking. However, on
theother hand, an overly cautious approach can stifleinnovation and growth.
Private companies, on the other hand, often have a more risk-oriented and
entrepreneurial culture. They tend to bemoreprepared to take calculated
risks for the potential for greater profits (Ogutu & Njuguna, 2024). These
differences influence the decision-making process, where private companies
may bequicker to respond to market opportunities or threats, whilestate-
owned enterprises may require alonger and more complex approval process.

Aspects of transparency and accountability also influence the
effectiveness of financial risk management. BUMN, as entities that are largely
publicly owned, are required to have a high level of transparency in their
financial reporting and risk management. This can encourage more stringent
and structured risk management practices. However, bureaucratic complexity
and the potential for political intervention can hinder its effective
implementation. Private companies, although they also have to comply with
certain reporting standards, havemoreflexibility in managing their internal
information (Razif & Patrisia, 2023). This can allow them to more quickly and
efficiently deal with financial risks, but also has the potential to create
problems related to alack of transparency to external stakeholders.

The ability to adapt quickly to changing market conditions is a key
factor in the effectiveness of financial risk management. Private companies
generally have an advantage in this regard due to their leaner organizational
structures and faster decision-making processes. They can quickly adapt their
risk management strategies to respond to changes in the economy,
regulations or market trends. SOEs, on the other hand, may face challenges in
terms of speed of adaptation due to their larger and more complex structures,
as well as the need to consider the interests of various stakeholders, including



the government. However, SOEs often have access to information and
government support that can provide unique insights in anticipating and
responding to specific market changes, especially those related to national
economic policy (Dwiningsih et al., 2023).

Factors that Influence the Successful Implementation of Financial Risk
Management in Both Types of Companies

The successful implementation of financial risk management is highly
dependent on the commitment and support of top management, both in
BUMN and private companies. In BUMN, this commitment must come not
only from theboard of directors, but also from the government as the main
shareholder. When top management places a high priority on risk
management, this will be reflected in the allocation of resources, the
development of strong policies, and the creation of a positive risk culture
throughout the organization. In private companies, commitment from owners
and boards of directors is critical to ensuring that financial risk management is
not only seen as a compliance function, but as an integral component of
business strategy. Top management who is actively involved in the risk
management process can provide clear direction and ensure that risk
strategies are in line with overall business goals (Zhou, 2023).

Another crucial factor is the availability of human resources who have
expertise and capacity in financial risk management. SOEs and private
companies need to ensure that they have competent teams with a deep
understanding of various types of financial risks, risk assessment techniques
and mitigation strategies. Private companies may have an advantage in terms
of flexibility to recruit and retain top talent by offering competitive
compensation packages (Gustafsson et al., 2022). On the other hand, SOEs
may face challenges in attracting top risk management professionals due to
salary structure limitations, but they can offer job security and the opportunity
to contribute to significant national projects. Both types of companies need to
invest in ongoing training and professional development to ensure their risk
management teams stay up-to-datewith thelatest best practices and trends
in the industry (Umut, 2023).

Thesuccess of financial risk management also depends heavily on the
availability of sophisticated technological infrastructure and information
systems. Companies need to have a system that can collect, analyze and
report risk data in real-time to support fast and accurate decision making.
Private companies may have an advantage in terms of speed of adoption of



new technologies, as they generally have faster decision-making processes for
technology investments. SOEs, although they may have substantial financial
resources, often facechallenges in implementing new technologies dueto
lengthy and complex approval processes. However, several BUMNs have
begun to realizetheimportance of digitalization and have begun to invest
heavily in IT infrastructure (Wijaya & Ratnasari, 2024). Both state-owned and
private companies need to ensure that their risk management systems are
well integrated with other operational systems to provide a holistic view of
the company's risk profile.

CONCLUSION

The implementation of financial risk management has a significant
impact on profitability and company value, both in state-owned companies
and private companies in Indonesia. Based on the comparative study carried
out, several important points can be concluded. Both BUMN and private
companies that implement financial risk management effectively tend to
experience increased profitability. This is due to the company's ability to
identify, measureand manage financial risks better, so as to reduce potential
losses and optimize opportunities. Increase in Company Value: Implementing
good financial risk management contributes to increasing company value.
Investors tend to give higher ratings to companies that have a strong risk
management system, because this shows the company's commitment to
good governance and long-term sustainability. Differences in Impact between
BUMN and Private Companies: Although both types of companies benefit
from implementing financial risk management, there are differencesin the
level of impact. Privatecompanies tend to bemoreflexibleand quick to adopt
the latest risk management practices, which can result in faster increases in
profitability. Meanwhile, BUMN may experiencea moresignificant increasein
company value due to the perception of higher stability and government
support.

Overall, this comparative study shows that the implementation of
financial risk management has a significant positive impact on profitability and
company value, both in state-owned and private companies in Indonesia.
However, the effectiveness of its implementation depends on various internal
and external factors that each company needs to consider in developing their
risk management strategy.
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