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1. Introduction

Today, with the rapid development
in society requires changes in various ways
where there is no clear separation between
one another and no longer clashed as some-
thing contradictory. This also happens in in-
stitutions, where organizations not only take
the form of public organizations and private
organizations, but also mixed organizations
(hybrid organizations) as a combination of
public and private organizations. In practice
it was found that even this hybrid organiza-
tion had several variations, namely (1) hybrid
organizations with more public element con-
tents than private contents, (2) hybrid orga-
nizations with balanced contents between
public and private elements, and (3) hybrid
organizations with contents less public el-
ement than its private contents. Variants of
public element contents will affect the nature
and work procedures of the management of
the BUMN itself which of course also has an
impact on the performance of the BUMN. In
Indonesia, there are SOEs in the form of Per-
sero and Perum with their respective charac-
teristics. Thus, to optimize SOE performance
so that the objectives of SOE formation are
achieved, the content of the public element
must be synergized with the form of SOE it-
self - it not generalized.

In legal considerations of the Constitu-
tional Court Decision Number 48 / PUU-XI /
2013 regarding the review of Article 2 letter g
and i of Law Number 17 of 2003 concerning
State Finance, among others, it states that
“SOE is an extension of the government in
carrying out government functions in broad
meaning. ...... from this perspective and the
function of the legal entity concerned can-
not be fully considered a private legal entity.
” Then in legal considerations in the Deci-
sion of the Constitutional Court Number
62 / PUU-XI / 2013 concerning the testing
of Article 9 paragraph (1) letter b, Article 10
paragraph (1), and paragraph (3) letter b,
and Article 11 letter a of Law Number 15 of
2006 concerning the Supreme Audit Board,
it is stated among other things that “BUMN,
BUMD, or other similar names are (i) business
entity belonging to the state, (ii) its function

is to carry out business as a derivation and
control the livelihoods of many people and
Indonesia’s natural resources , (iii) most or all
of the business capital comes from separated
state finances, and (iv) to achieve the grea-
test prosperity of the people. Based on this
conclusion, BUMN, BUMD, or other similar
names are different from private legal entities
that also carry out business on the one hand
and are also different from state organs which
do not conduct business, such as state institu-
tions and ministries or agencies. “

Based on legal considerations in the
two Constitutional Court decisions, ackno-
wledging the existence of a public element
from SOEs as an extension of the state car-
rying out public duties and also at the same
time recognizing the existence of private ele-
ments from SOEs as a business entity.

Several previous studies have linked
the implications of capital paid by the Sta-
te to SOEs with the state’s position on SOEs.
Jimly Asshiddigie (Asshiddigie, 1994) stated
that the granting of capital by the state to
SOEs must be seen as implementing the right
of the state to control economic potential in
accordance with the mandate of Article 33 of
the 1945 Constitution, and not because the
owner is the people. As the ruler, the State
carries out regulatory actions regarding the
BUMN in general, and does not manage the
BUMN. Next Dian PN. Simatupang (Sima-
tupang, 2011) stated that SOEs are ordina-
ry civil legal entities established by the Sta-
te based on civil law construction. The state
must comply with the provisions of civil law,
namely as a shareholder in the same position
as other shareholders. A different view was
expressed by Milo Kamal (Putusan MK, 2013)
who used the theory of the principal agen-
cy, namely the state’s position in the SOE
was as an acting principal representing the
people (because state money came from the
people), while the directors were agents or
executors. Therefore the State is the true ow-
ner of the BUMN. The expert who used the
perspective of the organization was Muchsan
who stated that “SOEs are semi-public insti-
tutions, meaning that they do have public or
private characteristics” (Putusan MK, 2013).
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Therefore to this thesis, the issues
raised in this thesis are (a) how can SOEs be
categorized as hybrid organizations?, (b) how
are the benefits and risks of hybrid SOE orga-
nization forms?

2. Method

To answer the issues raised in this the-
sis, an analytical and regulatory approach is
used. This approach method can produce re-
search that is accurate and very strong level
of truth (Ibrahim, 2006). Analytical approach
is used to find out the meaning contained in
legislation related to BUMN. While the statu-
tory approach is used because this research is
based on various laws and regulations which
will be studied comprehensively, all-inclusive,
and systematic. This is intended to gain new
meaning in the existing rules and test them
based on the factual conditions of implemen-
ting SOE governance and their implications
for SOE performance.

To get answers to the questions above,
the following will describe the development
of organizations starting from private orga-
nizations and public organizations until the
birth of hybrid organizations including things
that influence or underlie the formation of
these third types of organizations. Furthermo-
re, the laws and norms relating to the nature
of hybrid SOEs and the factual management
of SOEs are explained in order to under-
stand the elements of hybridity in SOEs, the
benefits and the risks of hybrid elements in
SOEs. The magnitude of public and private
elements in a hybrid organization creates di-
versity with the characteristics and benefits
and risks of each. The description of this will
support the analysis of the benefits and risks
of the hybrid form of organization towards
the achievement of the objectives of SOEs,
given the existence of two types of SOEs,
namely the Public Company (Perum) and
the Company Company (Persero). The right
amount for every kind of BUMN will certain-
ly maximize the performance of BUMN so
that it can play a role in the development of
the nation and state.

3. Result and Discussion

Hybrid Organizations

Classically there are two kinds of orga-
nizations namely private organizations and
public organizations (Rainey, 1998). Based
on the nature of the organization, private
legal entities are private organizations, whi-
le ministries are public organizations. At that
time, the division of macroeconomic work
between the state (government) and the pri-
vate sector was carried out simply where each
focused on their respective goals. The state
(government) concentrates on the implemen-
tation of the functions of public services and
the interests of the people through the provi-
sion of public goods, while the private sector
carries out commercial economic activities
that provide private goods (Atika, 2013).

Research conducted by Billis, there are
several elements that distinguish an organiza-
tion, namely (Billis, 2010):

“A private sector which is (a) owned by sha-
reholders and (b) tgoverned according to the
Erinciple of size of share ownership, (c) wor-

ing according to operational priorities driven
b?]/ principles of market forces in individual
choice, with typical (d) human resources con-
sisting of paid employees in a managerially
controlled firm and (e) other resources prima-
rily from sales and fees.

A public sector which is (a) owned by the ci-
tizens and (b) governed according to princip-
les of public elections, (c) with work driven
by principles of public services and collective
choice and as its typical (d) human resources
consisting of paid public servants in legally
backed bureaux and (e) resourced by taxati-
on.”

In its development, strict differentiation
of the characteristics of each organization can
no longer be maintained because now there
has been a change, where public and semi-
public goods are no longer a government
monopoly, but became the land of market
and private mechanisms. On the other hand,
the State also experienced a change in role,
not only providing public goods, but also pro-
ducing private goods. So as to create a new
form of organization that is in the middle.
Such organizations are known in the United
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States as mixed organizations or hybrid orga-
nizations, whereas in Commonwealth count-
ries referred to as quangos (Koppel, 2003).

Hybrid organizations are often said to
occur because of a change in the paradigm
of government management, in which there
has been an all-shifting state towards the pri-
vate sector in terms of public services (Evers,
2005). In fact, hybrid organizations existed
long before he realized the dominance of the
country’s role. For example, a number of pri-
vate banks in the world were once given the
authority to print money and circulate money.
For example, the Bank of England in the Uni-
ted Kingdom, the Riksbank in Sweden, the
De Nederlansche Bank in the Netherlands,
the National Bank of Copenhagen (National
Bank of Denmark) in Denmark, and the De
Javasche Bank in the Dutch East Indies (Ra-
hardjo, 1995). Before finally, the bank’s sta-
tus was changed to a central bank (owned
by the government). In terms of funding, the
bank’s capital comes in part from the priva-
te sector and partly from the government. In
addition to carrying out the tasks assigned
by the state, this private bank also continues
to carry out activities as well as ordinary pri-
vate banks, namely conducting commercial
banking activities. The assignment of public
tasks to banks is done in two ways namely,
given to existing institutions (private banks)
or formed new institutions with this pattern.
In Indonesia alone, hybrid organizations have
been known since the Dutch occupation era
namely the VOC and De Javasche Bank.

More common than quangos or Ameri-
can-style hybrids around the world are large
numbers of hybrids as state enterprises, pub-
lic enterprises or state-owned enterprises.
These businesses owned entirely or in part
by governments and generally were founded
as private companies. The appeal of hybrids,
entities that combine characteristics of pub-
lic- and private-sector organizations, lies in
the belief that they combine the best of both
worlds: public accountability and private ef-
ficiency (Koppel, 2003).

Hybrid organizations are born as a result
of the strengths and weaknesses of each form
of organization (Rainey, 1998). By combining

public and private elements in an organizati-
on, it is hoped that there will be an increase
in strengths and minimize weaknesses from
the previous form of organization. There is
no standard formula about the magnitude of
the public element compared to the priva-
te element in hybrid organizations. Research
conducted by L.T. Christensen (Christensen,
2017) at the state railroad companies in Swe-
dish and Danish in the 1990-2015 period
showed the evolution of the governance of
state-owned enterprises (SOEs) in passenger
rail services. Using institutional change the-
ory, the paper shows how the SOEs’ hybrid
character changed over time. The political
responsibility for the Danish SOE expanded,
while the Swedish SOE’s political role was
gradually reduced. Although there is no stan-
dard formula for public content on hybrid
organizations, research conducted by Karré
on three companies in Dutch Waste Manage-
ment in the Netherlands, illustrates the corre-
lation between the magnitude of the public
element on the performance and progress of
SOEs. BUMN which has a greater private ele-
ment is able to develop its company on a par
with other private companies. Whereas orga-
nizations with larger public elements do not
develop as advanced as organizations with
larger private elements (Karre, 2011).

For instance, for state-owned enterpri-
ses, Schmitz (Schmitz, 2000) argues that the
combination of public and private interests
brings an optimal combination of incentives
for reducing costs and improving quality in
comparison with pure production forms. In
contrast, Voorn, Van Genugten, and Van
Thiel (Bart Voorn, 2017) hypothesize that
diversity of ownership may lead to benefits
such as specialization and increased efficien-
cy, but also downsides such as increased fai-
lure rates.

Incentives to act aggressively toward
competitors can be created by governmental
policy objectives that induce SOEs to value
an expanded operating scale. To illustrate,
SOEs are often instructed to increase local
employment and/or to ensure that affordable
service is provided ubiquitously to low-in-
come families. Such directives can blunt in-
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centives for profit maximization, and thereby
introduce a system in which the success of
the manager of an SOE is measured more by
the scale and scope of his operations than by
the profit that his operations generate. Under
such an explicit or implicit reward structu-
re, SOEs may act as if they value expanded
scale and scope—as proxied by revenue, for
example—as well as, or instead of, profit.
The enhanced valuation of increased reve-
nue or expanded output lead the SOE to be
less averse to the higher costs associated with
expanded output and revenue. In aggressi-
vely pursuing expanded scale and enhanced
revenues, SOEs may find it advantageous to
engage in anti-competitive behavior against
private, profit-maximizing enterprises (Sidak,
2003).

Karré argues that the benefits and risks
of having a public element in hybrid organi-
zations can be seen from four points of view,
namely economics, performance, cultural,
and governance (Riberio, 2005). Here are
the advantages of having a public element in
hybrid organizations:

1. Economic benefits: hybridity can
benefit an organization’s financial and
economic position by for example
getting access to new markets;

2. Performance related benefits: hybridity
can also have a positive effect on an
organization’s performance, as it
can serve an incentive to increase
effectivity;

3. Cultural benefits: hybridity is by its
advocates seen as an incentive to
combine the best of both worlds by
bringing the most prominent values
of the public and the private sector
together. This, they expect, will help
make public sector organizations more
customer-oriented;

4. Governance related benefits: hybridity
is by its advocates seen to have a
positive effect on an organization’s
relationship with its political principals
and, via these representatives, also
with society as a whole.

While the risks as a result of the pre-

sence of a public element in hybrid organiza-
tions are as follows.

1. Economic  risks:  these  concern
various forms of unfair competition,
such as the use of cross-subsidies,
the use of confidential government
data for commercial means, the
forming of public monopolies and the
combination of conflicting roles;

2. Performance related risks: because
hybridity, the critics claim, organizations
will neglect their public tasks in favour
of their commercial activities;

3. Cultural risks: hybridity can lead to
cultural conflicts as private sector
values are introduced which are
commonly seen to be stronger than
public sector values as they are based
on individual self-interest rather than
on altruism. Conflict can arise when an
organization attracts new employees
with a commercial background who
(because of their expertise) earn more
than its veteran staff;

4. Governance related risks: putting
an organization at arm’s length and
following it to enter the market
place, the critics claim, will lead to
it developing an own identity and
opportunistic behavior. As  hybrid
organizations mostly focus on their own
interests, they become less dependable
partners for their political principals in
the provision of public services.

Then what about the condition of
BUMN in Indonesia as a hybrid organization?

BUMN as a Hybrid Organization

The main basis for the government to
establish SOEs is Article 33 paragraph 2 of
the 1945 Constitution which regulates that
business branches that are important to the
State and control the lives of many people
are controlled by the State and are used for
the greatest prosperity of the people. This ar-
ticle is a justification for the government to
establish SOEs. The purposes and objectives
of establishing a BUMN are (a) contributing
to the development of the national economy
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in general and state revenue in particular; (b)
the pursuit of profit; (c) organizing public be-
nefits in the form of providing goods and /
or services of high quality and sufficient for
the fulfillment of the lives of many people;
(d) pioneering business activities that cannot
yet be carried out by the private sector and
cooperatives; (e) actively giving guidance and
assistance to entrepreneurs of economically
weak groups, cooperatives, and the commu-
nity (Article 2 paragraph (1) of Law Number
19 of 2003 concerning State-Owned Enter-
prises (UU BUMN)).

The presence of SOEs in Indonesia be-
gan with the nationalization of foreign com-
panies. Law Number 86 of 1958 concerning
the Nationalization of Dutch Companies.
Many state-owned companies currently ori-
ginate from Dutch companies (both state-
owned and private companies) that were na-
tionalized by the Indonesian government in
the post-independence period, especially in
1957, when a severe economic crisis occur-
red (Achmad, 1963). Some examples include
Telkom, Pelni, Train and Plantation. The
Dutch BUMNSs in those years played an im-
portant role in Indonesia’s economic life. The
country at that time needed income from
the business sector not only to overcome the
economic crisis but also to finance the ad-
ministration of government (Wahyuni, 2010).

When the government established
SOEs in Indonesia, these companies had two
main tasks, namely as a driver of national
development and as a state-owned business
unit. As a driver of national development,
SOEs were established to meet the needs of
the public that are not in demand by the pri-
vate sector (because it requires a very large
investment or because of high business risks)
(Wrihatnolo, 2008), and builds a very strate-
gic industry because it deals with state securi-
ty (for example Pindad, Dahana, Peruri, etc.).
Based on the above, many of the needs of
the Indonesian people are provided in a mo-
nopoly manner by SOEs, such as telecommu-
nications, transportation, housing, banking,
insurance, clean water, and others (Nugraha,
2002). As a state-owned business unit, SOEs
are expected to be a source of state revenue

(commercial goals) to finance governance
and achieve the state’s goals.

Until now, SOEs still play an impor-
tant role in the development of the national
economy and as a source of state revenue.
Based on data from the Ministry of SOEs, as
of the end of 2018, there were 114 SOEs in
the form of Public Corporation of 14 and 100
in the form of Persero engaged in 15 business
sectors.

Even institutionally, SOEs continue
to develop, and finally SOEs have only two
forms, namely Public Corporation (Perum)
and Persero (Persero). Following are the cha-
racteristics of BUMN based on Law No. 19
of 2003 concerning State Owned Enterprises
(UU BUMN), which also distinguishes bet-
ween the Public Corporation and Persero,
namely:

Capital

BUMN capital comes from the State, in
whole or in part. In Perum, all capital comes
from the State (Article T number 4), whereas
at Persero, the State capital is at least 51%
and is divided into shares (Article T number
2)

Establishment

The purpose of the establishment of
BUMN, distinguished between Perum and
Persero. The purpose of Perum is for public
benefit in the form of providing high quality
goods and / or services and at the same time
pursuing profits based on company manage-
ment principles (Article 1 number 4), while
the main purpose of the Persero is to pursue
profits (Article T number 2).

SOE governance.
Public Corporation is managed with the
principle of a healthy company (Article 1
number 4). In Perum, the Minister holds a
central role in Perum governance, including
the authority to approve long-term plans,
work-budget plans, annual reports, as well
as policies related to Perum governance
proposed by directors.

Specifically for Persero, the principles
applicable to Limited Liability Companies
(Article 11) apply. In the case that the com-
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pany is a public company, it is also subject to
regulation in the capital market (Article 34).
The highest organ at the Persero is the Gene-
ral Meeting of Shareholders (GMS). Articles
27 and 22 stipulate that it is the responsibility
of the directors to draft a long-term plan and
the company’s work-budget plan as the for-
malized by the GMS. After the financial year
is closed, the directors are obliged to submit
a report to the GMS for approval (Article 23).

Filling in the directors” positions.

In Perum (Articles 45 and 46), directors
are appointed and dismissed by the Minis-
ter. Members of the board of directors are
appointed based on consideration of experti-
se, integrity, leadership, experience, honesty,
good behavior, and high dedication to ad-
vance and develop Public Corporation.

Pursuant to Articles 15 and 16 of the
appointment and dismissal of Persero’s direc-
tors are conducted by the GMS. Members of
the board of directors are appointed based
on consideration of expertise, integrity, lea-
dership, experience, honesty, good behavior,
and high dedication to advance and develop
the Company.

Based on the characteristics of these
SOEs, public and private elements can be
identified. For Public Corporation, the pub-
lic element is reflected in (a) capital which
is entirely paid up by the State and (b) the
purpose of Public Corporation, namely for
the supply of goods to the public. While the
civil element is in (1) governance and (2)
appointment / dismissal of directors. Perum
governance is carried out applying the prin-
ciples of sound corporate governance. The
Minister represents the government as the
owner of capital. Therefore the minister’s
authority in terms of governance must be
interpreted by the minister as the owner of
capital - not representing public power. Thus,
entering into the civil law environment. In
addition, the private element is reflected in
the directors’ obligation to make long-term
plans and company work-budget plans. This
reflects the concept of civil law. In the case
of appointment and dismissal of directors
reflect the principle of ordinary civil com-

pany that is carried out by the highest organ
of the company. Likewise, the requirements
for becoming a member of the board of di-
rectors are determined based on the needs
of the company - as applied to ordinary civil
companies. Based on the identification of the
characteristics of Public Corporation, Public
Corporation contains elements of public and
civil elements. Therefore, Public Corporation
is included in the category of hybrid organi-
zations.

For Persero, the analysis that can be gi-
ven based on the characteristics of the Com-
pany, as follows. Persero’s capital is based on
a stock alliance. Even though the state is the
majority shareholder, the position of the state
here is as a shareholder, having the same po-
sition as other shareholders. This is a concept
of private organization. Furthermore, in terms
of the objectives of the Persero, it is clear that
its nature is commercial, namely the pursuit
of profit. This is also the concept of private
organization. However, referring to Article 2
paragraph (1) of the SOE Law concerning the
purpose and objectives of establishing SOEs,
among others (d) pioneering business activi-
ties which cannot yet be carried out by the
private sector and cooperatives; (e) actively
providing guidance and assistance to entrep-
reneurs of the economically weak, coope-
rative, and community groups reflecting the
existence of a public element. Therefore
towards the objectives of the Persero it can
be said that there are private goals and also
public goals. In terms of governance, Perse-
ro is subject to governance in limited liability
companies which in fact are private organi-
zations - where the highest organ is the GMS.
Likewise in the case of appointment / dismis-
sal of directors, they must obtain endorse-
ment from the GMS. Therefore, referring to
the characteristics of the Company based on
the BUMN Law, the corporation can be cate-
gorized as a hybrid organization.

As stated earlier, the formation of hy-
brid organizations is based on weaknesses
and strengths in each traditional form of or-
ganization. Hybrid organizations are formed
with the intention of combining the strengths
of public and private organizations, to mini-
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mize the weaknesses of the two organiza-
tions. The following is a review of the bene-
fits and risks of SOEs as a hybrid organization
using Karre’s classification (the data used to
analyze the benefits and risks come from
laws and regulations and facts related to the
application of norms of legislation in factual
conditions).

1. Economic benefits: With the provisions
in Article 2 letter g of Law Number 17
Year 2003 concerning State Finance
(State Finance Law) which states that
state assets separated from SOEs are
included in the scope of state finances,
making SOE funding can be fully
dependent on the state. SOEs does not
need to think about funding issues, just
ask the State if additional funding is
needed. This s illustrated by comparing
the amount of state capital participation
in SOEs in the 2010 State Budget
with the 2014 State Budget (before
and after the Constitutional Court’s
decision to establish BUMN as a hybrid
organization). State investment in SOEs
in the 2010 State Budget was IDR 602
trillion and in the 2014 State Budget
was IDR 1,091 trillion. Increasing the
number of state capital participation in
BUMN shows that the state is used as
a reliable source of funds to increase
BUMN capital.

2. Performance related benefits: various
incentives are received by SOEs
such as tax breaks, import duties,
monopoly and exceptions to general
arrangements.  This can increase
effectiveness.  This should provide
advantages for SOEs compared to
private companies.

3. Cultural benefits: The implementation
of public tasks by an organization in
the form of a company has a positive
impact on society, because the
provision of goods and / or services is
better than if carried out by a public
organization.

4. Governance related benefits:
SOEs receive various protections,
monopolies, reliefs and facilities that
benefit the company because it is an

extension of the government.
As for the weaknesses of the existence

of a public element in SOEs is as follows.
1. Economic risks: (a) SOEs depending on

the state for funding, with limited state
budget (APBN), is actually an obstacle
for SOEs to obtain the maximum
funding in accordance with what is
needed, because the allocation of
the state budget must still be shared
for other activities that become the
duties and obligations of the state,
so that the portion that can be given
to increase BUMN capital is not in
accordance with the SOE funding
needs themselves. (b) BUMNs for
certain business fields (related to the
livelihoods of many people or natural
resources) carry out activities which
are monopolistic and do not recognize
market competition (Pangestu, 1996).
On the one hand, this monopoly will
enable SOEs to carry out activities
exclusively, but on the other hand this
exclusive nature will bring disaster
because quality is often forgotten and
innovation is underdeveloped. For
example, when telecommunications
are still carried out are monopolized
by SOEs, the quality provided is not
optimal, but when opportunities are
opened for similar activities by other
parties, then the quality becomes
better and innovation begins to be
activated. (c) Various incentives and
facilities received by SOEs create unfair
competition in the market for other
companies (Hartono, 2014). This of
course also has a negative effect on the
development of economic activities.
(d) The number of (public) rules
imposed on SOEs imposes and limits
SOE competitiveness compared to the
provisions imposed on other private
companies. For example the settlement
of bad loans for state-owned banking
sector, even though the Constitutional
Court’s decision Nr. 77/PUU-1X/2012
which states that SOE receivables are
not state receivables, the banks are
reluctant to do their own settlement for
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fear of being charged with corruption
(Harris, 2007), so that the settlement
of bad loans cannot be done simply
following the procedures applicable to
private companies, but more complex
and a long time because they have to
follow the procedures that apply to
government agencies, so it becomes
protracted.

. Performance related risks: the position
of SOEs in Indonesia which is between
the socio-political-economic interests
of the country (public tasks that must
be carried out) and the interests of
companies (as private organizations
that have commercial purposes to seek
profits), thus resulting in the interests of
companies being defeated by reasons
‘in the public interest’. “This creates
a dilemma for SOEs, where often
commercial goals cannot coincide with
social goals, so BUMN performance is
not optimal” (Sidik, 2014).

. Cultural risks. Compared between
SOEs and private companies, it can
be seen that SOEs have weaknesses
which culturally pose risks as follows.
(@) The bureaucratic culture in SOEs
results in weak work orientation in
SOEs. (b) The values of good corporate
governance are very minimal. Activities
do not refer to customer-oriented.
(c) Opening up opportunities for
moral hazard, because management
is more concerned with protecting
himself against corruption charges
against business actions he does than
profit orientation (Hartono, 2014).
Even though it has been stated in the
consideration of the Constitutional
Court’s decision No. 62 / PUU-XI /
2013 that the paradigm that applies to
SOEs is business judgment rules, not
government judgment rules, it still gives
a negative aura and fear for company
leaders in making business decisions,
because they are overshadowed by
demands criminal acts of corruption
(in some cases criminal convictions
for directors and their staff related to
state losses / corruption, for example

the case of Neleo the director of PT
Bank Mandiri who got entangled in
a bad credit case, Hotase Nababan
the director of PT Merpati, who was
entangled in a case of embezzlement
by a third party in a lease agreement -
(Muntaqo, 2018)).

4. Governance related risks. Protecting
national interests is often used as a
reason for the state to intervene, among
others in the form of: (a) Political
influence, especially in the election
of the president director of SOEs,
makes SOEs inseparable from political
interests in conducting their business
activities (no economic autonomy). (b)
State intervention on dividends that
are the right of the state (due to budget
deficits) reduces the ability of SOEs to
develop their business activities. (c)
Business decisions are often the result
of a commercial and social-political-
economic compromise of the country.
(d) In addition, many BUMNs must
eventually set aside a lot of funds for the
benefit of political parties, especially in
the period leading up to the election.

Based on the description above relat-
ed to the elements of hybridity in SOEs based
on the BUMN Law and analysis of the bene-
fits and risks of SOEs as a hybrid organization
based on the State Finance Law and factual
data, the analysis will then be elaborated on
the concept of SOEs hybridity in increasing
achievement of SOE objectives. This concept
was arranged in accordance with the form of
BUMN namely Perum and Persero.

In accordance with the analysis of
the hybridity element at Perum, the public
and private elements at Perum based on the
BUMN Law are balanced. This concept is in
accordance with the objective of establishing
a Public Corporation which is thick with so-
cial content. The private element is needed
to maintain business continuity without bur-
dening the State and improving service qual-
ity. While the public element is needed to
maintain the availability of services and en-
sure the affordability of services for the com-
munity. Each element must be applied cor-
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rectly.

Unlike the case with Persero. Based
on the norms in the BUMN Act, Persero has
a private element that is more dominant than
the public element. This is important to in-
crease the flexibility of the Company in man-
aging and developing its business. If this con-
cept is implemented, the objectives of the
Persero can be achieved optimally. Howev-
er, based on the norm in the State Finance
Law which states that SOE finance is includ-
ed in the scope of state finance has implica-
tions for the relationship between the state
and companies, in the form of non-corporate
intervention (Didu, 2018). Non-corporate in-
terventions can be in the form of political in-
terventions, interventions of fiscal interests,
and legal interventions. Place Persero as a
corporation, apply corporate principles in
corporate governance, so that the objectives
of establishing a Persero can be optimal. The
Persero’s public element must be interpreted
as a special assignment from the State, which
of course must be based on corporate man-
agement practices. The special assignment
must be clear and contained in the work con-
tract, both in terms of the tasks that must be
performed, its governance, and financing. In
addition to ensuring that the task is carried
out well, it also avoids state intervention in
the Company by taking refuge in special as-
signments. Other non-corporate interven-
tions must be completely eliminated. Thus,
the Company can provide an optimal contri-
bution as a generator of passion for the de-
velopment of the national economy and also
as a contributor to dividends and tax that is
qualified for the country. So that the era of
BUMN that burdens the state budget will
pass and is replaced by the era of BUMN as
the main pillar of receiving state budget.

4. Conclusion

Based on the above analysis of the
questions raised in this thesis, it is concluded
as follows.

SOEs, both Perum and Persero, based
on characteristics created based on norms in
the BUMN Law, can be categorized as hy-
brid organizations. The characteristics used

are capital, organizational goals, governance,
and appointment / termination of directors.
In the Public Corporation, the public and pri-
vate elements are balanced. The public ele-
ment of Public Corporation includes capital
and purpose of Public Corporation. While
the private element is in the governance and
appointment / dismissal of directors. At Per-
sero, the public element is found in the spe-
cific objectives of SOEs which contain social
content. The Persero’s private elements are
reflected in the Company’s capital, Persero’s
objectives, Persero’s governance and ap-
pointment / termination of directors. Thus,
the private element at Persero is more domi-
nant than the public element.

Benefits and risks of SOEs as hybrid
organizations use economic, performan-
ce, cultural and governance indicators. The
benefits are (a) funding is sufficient to rely
on Government funds; (b) a number of in-
centives provided by the State to SOEs can
increase company effectiveness; (c) peop-
le get more benefits from the availability of
public goods; and (d) facilities obtained due
to the strong relations between BUMN and
the Government. The risks include (a) lack
of capacity to develop as a result of limited
Government funds; (b) weakening quality;
(c) creating unfair competition with private
companies; (d) reduce company flexibility
because of the many binding rules compa-
red to private companies; (e) conflicts of in-
terest between commercial goals and social
goals; ((f) creating bureaucratic management
that undermines performance, (g) is not con-
sumer oriented, (h) opens opportunities for
moral hazard, (i) no economic autonomy, (j)
non-corporate interventions in the form of
political intervention, fiscal intervention, and
legal intervention.

The concept of hybridity which is sui-
table for optimizing the achievement of SOE
objectives must be distinguished according
to the form of the company. For Public Cor-
poration which aims for public benefit, the
concept of hybridity offered is a balance bet-
ween public and private elements. This is im-
portant to keep the objectives of the Public
Corporation optimally achieved. Unlike the
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case with Persero that have commercial go-
als, the public element must be less - even
limited. Place Persero as a corporation, apply
corporate principles in corporate governan-
ce, and eliminate non-corporate interven-
tions. So that the Company can achieve ma-
ximum profits.

The suggestion that can be given is that
the concept of hybridity in SOEs must be
adapted to the form of the company and the
company’s goals. The level of hybridization
only results in the non-optimal functioning of
the BUMN, so the benefits for the people are
not optimal.
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