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Abstract.  

The contribution of State-Owned Plantation Enterprises (SOPE) of has a strategic role as one of the economic 

institutions in Indonesia. This study discusses the importance of the transparency principle in the management 

of SOPE to anticipate various frauds. One of the factors that cause the SOPE inefficient is the company's 

management weakness. The principles of good corporate governance in the Republic of Indonesia Act No.19 / 

2003 about  State-Owned Company (SOC) stated that the SOC have obligations to implement the principles of 

professionalism, efficiency, transparency, independence, accountability, responsibility, and fairness. The 

research method is normative juridical and the study found there are violations of the transparency principle in 

the SOPE management. It can cause economic losses for the company, investors, and the state. In conclusion, 

violations of the transparency principle such as false and misleading statements that are not in accordance with 

facts are acts of fraud. The importance of application the principle of transparency in the SOPE management is 

to anticipate the various frauds intended. Therefore, the implementation of the transparency principle in the 

SOPE management must be implemented with a strict supervision system through due diligence. All fraudulent 

practices in SOPE must also be legally accounted for, without exception, because it can harm the company, 

investors, the state, and stakeholders. 
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1. INTRODUCTION

One factor that cause companies to be 

economically inefficient is the weak implementation of a 

good corporate governance system.[1] A good corporate 

management system or the term Good Corporate 

Governance (GCG) gives hope to the people because it can 

make the management system of SOC better, professional, 

efficient and transparent. independent, accountable, 

responsible, and responsive to the public interest,  

SOPE, as one of the state companies and state 

economic institutions and  contributes financially to 

people's welfare apart from tax, non-tax revenue and other 

state-owned companies, must certainly be free from 

fraudulent acts (fraud) to minimize and prevent SOPE as 

well as state financial losses. In the context of GCG, SOPE 

needs to be managed with the principle of transparency to 

maintain and create healthy and resilient SOPE. 

The problem of inefficiency, CCN (corruption, 

collusion, nepotism) and fraud in practice cannot be 

separated from violations of the transparency principle. 

Obligation to apply the transparency principle in SOPE can 

minimize these problems.[2] The problem of SOC 

management not optimal is also suspected due to the 

political nuance requirements, forced to go with the will of 

politicians who obscure the function of SOPE as profit 

oriented and / or PSO (Public Service Obligation). the 

application of GCG principles is often neglected so the 

movement towards efficiency is disrupted.[3] 

Revamping corporate governance based on GCG 

principles must be an absolute requirement for efficiency 

and optimizing the role of SOCs. [4] Weak corporate 

governance   systems   within   the   SOPE can also be seen 
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from the implementation of SOC regulations and various 
other regulations that have not been successfully 
implemented.  There are various problems and obstacles 
which in turn make the SOC regulation ineffective.[5] 

The focus problem that is discussed in this paper 
is; how important is the implementation of the 
transparency principle in the SOPE management as an 
obligation in order to maintain and create a good SOPE 
that is resilience and  improve the welfare of the people? 

 

2. STATE COMPANY 
 

State companies are familiar concept to almost 
all countries in the world. The government of a country 
can conduct business activities and establish state 
enterprises. In Indonesia, the state company is now called 
a state-owned enterprise (BUMN). [6] State companies in 
the literature are called government enterprises or public 
enterprises.[7] The terms of state companies in various 
countries vary according to the interests of that country.  

The government enterprise has the same meaning 
as the public service corporation. Understanding there are 
state companies that only conducting business activities 
(profit oriented), [8]and some are functioning as profit 
oriented as well as PSO. The term of public service 
corporation is the right term in referring to a SOC that has  
functions as a PSO. 

The term state enterprise is generally called State 
Owned Enterprises (SOEs). [9] Many names to call it 
include government corporation, government business 
enterprises, government-linked companies, parastatals, 
public enterprises, or sector units or enterprises.[10] 

SOEs in Indonesia are in the form of Public 
Corporation, having the purpose and function as PSO as 
well as profit oriented. There is also in the  form of 
Persero (Firm) which has a pure purpose and function as 
profit oriented. [11] It is not uncommon for SOEs in 
Indonesia to vary according to their purpose and function. 
There are SOEs that have both functions, as PSOs and 
profit oriented, and SOEs that only have a function as 
profit oriented. [12] 

 

3. CONDITIONS SOEs IN INDONESIA 
 

Developing countries have several reasons for 
establishing state-owned companies or SOEs including to 
balance the existence of private companies, [13] to 
produce a higher investment ratio, increase investment 
capital, transfer technology, improve the employment 
sector, and produce goods.[14] This is done to increase the 
country's income and economy towards the people's 
welfare. 

The total number of SOEs in Indonesia according 
to data from the Ministry of SOE at the end of 2017 is 115 
(one hundred and fifteen). [15]Since 2014, all SOPEs 
starting from PTPN I to XIV are now under the leadership 
of PTPN III as the holding company.[16] Overall, the level 
of corruption in SOEs from 2003 to 2013 according to 
ICW data is 9 trillion rupiah. Corruption cases in 16 state-

owned companies have the potential to cause state 
financial losses of Rp.2.63 trillion and US $ 9.97 million 
were submitted by the Ministry of SOE in March 
2005.[17] 

SOEs in the first period of 2013 has been 
reviewed its performance by the State Financial 
Accountability Board of the House of Representatives 
(BAKN-DPR). As a result, there are many cases of state 
financial irregularities in SOEs and most SOE do not yet 
have good governance (GCG). There are 21 objects of 
inspection, including three things, namely: the 
implementation of subsidies, public service obligations 
(PSO), the SOE’s operation and the management of 
revenues, costs, investment, partnership program funds, 
and environmental development. 

The results of the BAKN-DPR review and also 
the BPK report found 510 cases of state financial 
irregularities; 234 cases were related to weaknesses in the 
internal control system; 276 cases related to non-
compliance with legislation. A total of 93 cases resulted in 
state losses worth Rp. 2.60 trillion. The report also found 
28 cases of irregularities regarding the issue of 
ineffectiveness worth Rp. 44.75 trillion in several SOEs. 

 

4. FRAUD IN THE SOPEs 

 
Almost all companies have the potential to 

become victims of fraud. No company can avoid fraud. 
The types of fraud that commonly occur in State-Owned 
Enterprises include fraudulent statements, fraudulent asset 
misappropriation, corruption, and other fraud.[18] 

Fraud can cause disastrous losses for the 
company regardless of the size or type of business. It can 
occur at all places and levels from the administrative level 
to the level of management or directors. However, 
companies generally do not realize and underestimate the 
threat and danger of fraud. 

The losses on companies like SOPE including 
losses of state finances;  loss of assets, both tangible and 
intangible,;  reduce resilience; loss of sustainability of 
growth, and the company's reputation and credibility. [19] 

Fraud that is conducted by management is more 
difficult to reveal than the employees do. For instance, 
mismatch between top management, immorality, high 
level of complaints against companies, unhealthy 
companies, declining profits, reduced assets, and 
increasing debt. The types of frauds at the employee level 
include expenses without supporting documents, incorrect 
recording, or double invoicing. 

Fraud is a crime, misuse, abuse of authority, or 
condition to enrich himself or certain groups. [20] Includes 
all forms of coercion, tactics, cunning, hidden, dishonest, 
deception, fraud, disappearance, or other ways that violate 
the law. 

The principles of GCG as a global mandate 
provides hope for the people of a nation to make the state's 
corporate governance system better and responsive to the 
public demand.[21] However, in reality the SOPE is 
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economically inefficient and still has many fraud practices 
which is the potential problem for the state. 

Fraud in SOPE often occurs in small and large 
scale and difficult to detect. For example, fraud on reports, 
including fictitious income, time differences, concealment 
of obligations and costs, improper disclosures, and 
improper valuation of assets regarding to asset 
misappropriation such as embezzlement on cash and 
assets. Corruption is also common practices such as 
conflicts of interest, gratification, and bribery.  

The application of the transparency principle in 
companies has not been entirely satisfactory. Inefficiency, 
corruption, collusion, nepotism are still exist in various 
sector. The obscurity index published by the Economist in 
2001about the unclear legal systems, regulations, 
macroeconomic policies, taxation, accounting practices, 
and corruption in various countries showed China, Russia 
and Indonesia were the most non-transparent 
countries.[22] 

The embezzlement in the SOPE not only 
involves the people being supervised but also the insiders 
who oversee the company. There is an element of intent to 
not report the fraud acts because conspiracy between 
perpetrators involving people in the company.  

This condition in SOPE raises the question what 
action should the government take to make SOPE effective 
and efficient in improving people's welfare through 
increasing financial income from the contribution. [23] 
The principle of transparency should be a serious concern 
for management so that the SOPE is protected from fraud 
or at least fraud can be prevented. 

 

5. TRANSPARENCY OBLIGATIONS 

 
The principles of GCG in SOPE have been 

regulated by referring to Law of Indonesia No.19 / 2003 
concerning SOEs and Ministerial Regulation of SOE 
Number: Per-01/MBU/2011 regarding the Implementation 
of Good Corporate Governance in SOE. The SOPE  
condition in accordance with the GCG principles 
expectations is still questionable in achieving people's 
welfare. [24] The company is obliged to foster a good 
corporate culture and professionalism through the 
application of GCG principles.[25] 

The Law mandate an obligation to implement the 
principles of professionalism, efficiency, transparency, 
independence, accountability, responsibility, and fairness. 
GCG principles can be used by corporate agency to 
increase business revenue while still taking into account 
the interests of stakeholders,  the laws and regulations as 
well as business ethics. 

The expectation of implementing GCG in SOE is 
no longer just awareness but more emphasis as an 
obligation (mandatory). Ministerial Regulation (Permen) 
of SOE No. Per-01 / MBU / 2011 Regarding GCG 
Implementation requires all SOEs to run companies in 
accordance with GCG principles which means applying 
GCG principles is an obligation and it must be 
implemented consistently and the operational basis.  

GCG principles are an obligation for directors 
and all internal stakeholders to establish an internal control 
system to secure investment and company assets. [26] The 
assessment results of the GCG implementation in SOE 
show most of the achievement aspects of commitment are 
still very low. All internal company stakeholders should 
have commitment to implement the principle of good 
corporate governance not just write down  the rules. [27] 

Implementing transparency obligations can 
minimize corruption, collusion and nepotism [28] The 
principle of transparency is very important for SOPE to 
prevent fraud.[29] This relates to what information must 
be disclosed and to whom the information must be 
conveyed transparently. The need for a transparency 
system as an obligation, because inefficiency will be 
greater without the obligation of transparency, investors 
will incur excessive costs to pursue profits. 

The application of transparency obligations in 
SOPE is useful in regulating the provision of information 
on financial conditions and other information to investors 
or stakeholders;  facilitating the acquisition of documents 
containing various things that should be known by 
investors or stakeholders and to anticipate the possibility 
of those interested not getting information or facts. 
Furthermore, the management must commit to eradicating 
corruption, collusion, nepotism, fraud, and misleading 
statements. 

Violation of the obligation to implement the 
transparency principle is an act of fraud. Misleading 
statements will occur if there are statements that do not 
match the facts. There is a misrepresentation received by 
the capital owner, namely the state, or stakeholders 
regarding conditions that are different from the actual 
situation, such as actions that give a false overview of the 
SOPE its management, economic potential, income, assets, 
shares or actual facts. 

Actions that make false or misleading statements  
related to internal data from the SOPE are related to the 
actions of management or employees who omit 
information about actual facts, both document facts and 
conditions in the field of the accountability report and the 
audit interests of the SOPE. 

If the company does not prevent this through due 
diligence, then it will appear to be a corporate culture that 
is reflected in the structure, policies, practices and 
procedures adopted by the corporation.[30] This reflects 
the structure of a modern corporation which generally 
considers crime to be less associated with individual acts 
or omissions but rather the failure of the corporate system 
to overcome its problems. 

The principle of transparency can be used to 
prevent fraud is the oldest opinion.[31] However, even if a 
country has anti-fraud system it will be futile if it does not 
require companies to be transparent in a legal instrument. 
Thus it will harm investors and companies themselves. 
This obligation is important to be understood as a general 
anti-fraud provision. 

The concept to overcome the system failure at 
SOPE must emphasize the concept of prevention to 
minimize potential loss and potential abuse of authority 
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from the management of SOPE through the obligation to 
implement transparency for all internal stakeholders. This 
was conducted in order to improve the efficiency of SOPE 
so it will be in good condition and can improve people's 
welfare. 

 

6. CONCLUSION 

 
Violation of the obligation in implementing the 

principle of transparency is an act of fraud. To create and 
maintain the good condition, resilient and efficient SOPE 
and able to improve the welfare of the people, the SOPE 
management is required to implement the principle of 
transparency as mandated by the laws of SOEs and 
government regulations as an obligation. The importance 
of requiring the application of transparency the principle in 
the SOPE management is to anticipate the various frauds 
intended. The weak application of the transparency 
principle in the SOPE management is one of the main 
causes of the practice of fraud. The problem of 
inefficiency, corruption, collusion, nepotism, and other 
frauds can disrupt the movement of SOPE towards 
efficiency. It is expected that the principle of transparency 
in the SOPE management must be implemented with a 
strict supervision system through due diligence. All 
fraudulent practices in SOPEs must be legally accounted 
for without exception because it can harm investors, the 
state, and the people as a whole (stakeholders) besides the 
company itself. 
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