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INTRODUCTION

The COVID-19 pandemic has heightened awareness of global health,
influencing health behaviors related to cleanliness, vaccination, literacy,
technology use, and overall public health (Danescu & Popa, 2020; Fabiano,
Marcellusi, & Favato, 2020; Picard & Rusli, 2018). Economically, there has
been a rising demand for preventive medicines and supplements, prompting
the pharmaceutical industry to develop more preventive products (Teixeira
Pereira, Moury, & Pita Barros, 2023). Given their significant role in healthcare,
pharmaceutical companies are crucial for improving human quality of life and
are heavily influenced by political and social factors (Persakis & latridis,
2015). Responses differ between government and private pharmaceutical
companies. State-owned firms are generally more responsive to national
needs during crises, focusing on affordable, essential generic drugs to enhance
public welfare. In contrast, private companies are more adaptable and
innovative in resource allocation (Kalaiselvan, Shukla, Arora, Shrivastava, &

Raghuvanshi, 2022).

Research indicates that private companies exhibit higher levels of innovation
moreover struggle (Picard & Rusli, 2018), but stringent regulations can
negatively impact their R&D . State-owned companies, on the other hand, are
more effective in distributing essential drugs (Wang & Yung, 2011) and tend
to offer lower prices and greater drug accessibility. Private firms often have
higher prices, especially for new drugs, and utilize the patent system to
maximize returns (Danescu & Popa, 2020). In terms of funding and
investment, domestic companies rely on government budgets, offering stable
but limited investment, whereas private firms seek private capital and stock
market strategies for greater investment in innovation (Gaio & Pinto, 2018).

Regarding operational transparency, government-owned companies face
stricter public scrutiny due to their accountability to taxpayers, while private
companies are more autonomous but face investor pressure for transparency
(Safari, Razghandi, Fathi, Cruz-Machado, & Cabrita, 2020). Financially, state-
owned companies usually demonstrate more stable growth with a focus on
operational efficiency, while private companies might exhibit higher growth
and margins but with greater volatility (Rocha, de Andrade, Alves, Candido, &
Borio, 2020). Financial performance, which includes metrics like profitability,
return on sales, and market share, reflects the company's overall financial
health over time (Chakraborty, 2022). State-owned companies typically show
higher liquidity ratios and lower solvency ratios, while private companies
often have better profitability and activity ratios with higher solvency
(Kalaiselvan et al., 2022).

Earnings quality, which measures whether reported earnings accurately
reflect operational performance, also varies. State-owned companies generally
have more stable earnings quality due to their focus on public interest and
government policies (Ben-Nasr, Boubakri, & Cosset, 2015), while private
companies may face market pressures affecting their earnings quality. State-
owned companies often provide more extensive public policy disclosures,
while private firms focus on financial metrics pertinent to investors (Sun,
Yuen, Zhang, & Zhang, 2020). Recent industry trends emphasize ESG metrics,
investment in R&D, and the impact of drug pricing regulations on financial
performance.
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This study uses earnings quality to compare the performance of two types of
pharmaceutical companies by conducting a comparative analysis of financial
reports from companies listed on the Indonesia Stock Exchange. It explores
how earnings quality impacts financial performance, using indicators such as
net profit margin, current ratio, debt to equity ratio, and total asset turnover,
with a specific focus on pharmaceutical companies in Indonesia. This
comparison aims to contribute to financial management research by providing
insights into the performance of different types of pharmaceutical companies
based on earnings quality and financial statement ratios, thus offering
academic contributions to the field.

LITERATURE REVIEW

Financial performance assesses how well an organization has achieved its
financial objectives, serving as a gauge of the company's overall financial well-
being during a specific timeframe which emphasizes that a firm's financial
performance is primarily evaluated through the analysis of its financial
statements, structured datasets prepared following systematic accounting
principles. These statements aim to provide insights into various financial
aspects of the enterprise (Bailey, 1989).

Earnings quality is important and specifically for assessing a company's
financial well-being as it pertains to the accuracy of reported earnings
reflecting the true income of the company. Furthermore, according to (Du,
Huddart, Xue, & Zhang, 2020). Earnings quality pertains to the percentage of
profits derived from the fundamental operations of a business (Putra, 2024).
This information is considered crucial as it autentically represents a
company's financial performance, which is reflected by profits in its financial
statements. Recent research has highlighted earnings quality as a critical
factor influencing the financial level measurement effectivy of companies
(Gaio & Pinto, 2018). Research conducted by Sun et al. (2020) examined how
company ownership influences earnings management within firms. Contrary
to the conventional belief that state ownership leads to corporate inefficiency,
this study discovered that State-Owned Enterprises (SOEs) in China engage in
less revenue manipulation compared to their private counterparts. The
researchers also suggested that government support for state enterprises may
alleviate managerial pressures tto manipulate proprietary company data.
Furthermore, that variations in earnings quality among State-Owned
Enterprises and private firms have become less apparent as market forces
increasingly influence the economy.

Ratio analysis stands out as a crucial analytical approach enabling the
establishment of quantitative connections among elements within a
company's financial statements. Darapuspa and Soekarno (2023) discovered
ratio measure leverage and profitability define significant post effect on the
quality of earnings. It articulates these relationships in terms of percentages.
The primary objective of ratio analysis is to gauge asset efficiency, the
utilization of external resources, profitability, and solvency, by examining
meaningful interrelations among accounts. Information gleaned from ratio
analysis not only illuminates past financial conditions but also facilitates
future projections. Moreover, the insights derived guide decision-making
pertaining to the business's future (Akter et al., 2019). Company bolster their
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financial resilience by increasing their capital levels in response to the liquidity
risks associated with generating liquidity. Van Assche et al. (2018) write things
earnings Saharan Africa firm determine by character like internationalization
and ownership structure and others. Higher capitalization strengthens
capabilities to facilitate liquidity. Earning management, as described by
Mushiirah, Keshav, and Neeveditah (2018), involves a transparent and ethical
approach to decision-making and reporting within management, with the goal
of achieving consistent and foreseeable financial outcomes. The effect of
earnings management on the trustworthiness of financial statements
suggesting that it can diminish credibility for decision-making purposes. There
are two main theories concerning earnings management: informative earnings
management and opportunistic earnings management. Opportunistic
earnings management has a detrimental impact on company performance,
whereas informative earnings management can enhance it (Safari et al., 2020).
Managers are motivated to manage earnings for two primary reasons. First, if
reported earnings do not meet investor expectations, the company's
performance may suffer. Second, companies with promising outlooks may
choose to maximize current-year profits, even at the risk of reducing profits in
subsequent years. This strategy entails the risk that lower future earnings
could harm the company's standing.

METHODS

A dataset was created featuring 13 global pharmaceutical companies
operating in Indonesia, ranked by market capitalization from 2019 to 2023.
Then comparative descriptive research design to evaluate the financial
performance of state-owned enterprises (BUMN) and private sector
companies (BUMS) within the pharmaceutical industry listed on the Indonesia
Stock Exchange (IDX) from 2019 to 2023. Method was chosen for its ability to
provide a comprehensive overview of financial performance differences
between BUMN and BUMS companies, while also allowing for the
identification of trends over the five-year period, these companies were
categorized into two groups: state pharmaceutical companies (BUMN) and
private pharmaceutical companies (BUMS).

The objectives of these groups differ: private pharmaceutical companies focus
on profit, whereas state-owned companies are more socially oriented, aiming
to provide essential medicines and improve public welfare at affordable
prices. Secondary data was gathered from financial statements and annual
reports available on the IDX official website and the companies' websites,
utilizing documentation techniques for data collection. his approach aligns
with similar studies in the field of financial performance analysis (Safari et al.
2020). Secondary data were sourced from audited financial statements and
annual reports of the selected companies. These documents were accessed
through the official IDX website (www.idx.co.id) and the respective
companies' official websites, employing a documentation technique for data
collection. This method ensures the reliability and validity of the financial data
used in the analysis. The specific financial documents collected included
balance sheets, income statements, and cash flow statements for each year
from 2019 to 2023. Additional data on market capitalization, stock prices, and
dividend payments were also gathered to provide a comprehensive view of
financial performance (Gaio & Pinto, 2018). To ensure data accuracy, all
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financial figures were cross-referenced with those reported in the companies’
official filings to the IDX.

The initial population comprised 13 pharmaceutical companies listed on the
IDX during the study period. To maintain confidentiality and adhere to ethical
research practices, a non-probability sampling technique, specifically quota
sampling). This approach resulted in a final sample of four conventional
pharmaceutical companies in Indonesia, equally distributed between state-
owned (n=2) and private sector (n=2) entities. The use of quota sampling in
financial performance studies has been validated in previous research (Gaio &
Pinto, 2018).

The selection criteria for the sampled companies included:

1. Continuous listing on the IDX from 2019 to 2023

2. Availability of complete financial data for the entire study period

3. No major restructuring or mergers during the study period that could
significantly skew financial performance

4. Comparable market capitalization within their respective categories
(BUMN or BUMS)

These criteria ensured that the selected companies provided a representative
sample of the Indonesian pharmaceutical sector while allowing for meaningful
comparison between state-owned and private entities (Wang & Yung, 2011).

Data Processing

The research employed a comparative descriptive method to assess the
financial performance of state-owned and private pharmaceutical companies
listed on the Indonesia Stock Exchange from 2019 to 2023. Data analysis was
conducted using the Statistical Package for the Social Sciences (SPSS) version
27.0. The study population consisted of 13 pharmaceutical companies listed
on the IDX during this period. After performing quota sampling, the study
focused on four traditional pharmaceutical companies in Indonesia: two state-
owned and two private companies.

Analysist Ratio

The analysis was conducted using the Statistical Package for Social Sciences
(SPSS) software, version 27.0. Descriptive statistics, including means,
standard deviations, and ranges, were calculated for each financial ratio across
the five-year period. To identify significant differences in financial
performance between BUMN and BUMS pharmaceutical companies,
independent samples t-tests were conducted for each ratio (Du et al., 2020).
Financial ratios were calculated based on the collected data to assess various
aspects of company performance, including liquidity, profitability, and
solvency (Darapuspa & Soekarno, 2023).

To ensure the robustness of the results, normality tests (Shapiro-Wilk) and
homogeneity of variance tests (Levene's test) were conducted prior to the t-
tests and ANOVA. In cases where assumptions were violated, non-parametric
alternatives such as the Mann-Whitney U test and Friedman test were
employed. The research includes an examination of public regulations related
to natural resources, comprehensive trade and legal systems, as well as
specific earning quality. Net Profit Margin (NPM) calculated by dividing net
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profit after taxes and interest by total sales. The company's ability to generate
profits is strong if the NPM ratio is high. Moreover, the Current Ratio indicates
a company's ability to cover short-term obligations with its current assets.

The Debt-to-Equity Ratio (DER) gauges a company's leverage by measuring
debt againstits capital. Putra (2015), a high DER can adversely affect company
performance due to increased interest expenses, potentially reducing profits
and, subsequently, investor returns. The metric that evaluates how well a
company handles its assets is known as activity (Bailey, 1989).

Total Assets Turnover Ratio (TATO) relevance to company management as it
reflects the financial efficiency of operations which indicates value of revenue
per unit of capital invested in total asset (Karim, Widyarti, & Santoso, 2023).
This superiority of state construction firms in TATO metrics contrasts with
privately owned companies, which typically exceed the BUMN1 average TATO
values.

Ethical Considerations

To maintain the confidentiality of the companies involved and comply with
data protection regulations, all company-specific identifiers were anonymized
in the reporting of results (Du et al., 2020). Companies were assigned codes
(e.g., BUMN1, BUMNZ2, BUMS1, BUMS2) to protect their identities while still
allowing for meaningful analysis and reporting of results. These guidelines
emphasize the importance of data integrity, transparency in methodological
approaches, and the responsible use of financial information. Furthermore, as
all data used in this study were publicly available through official channels, no
additional ethical approval was required.

After collecting the necessary data, appropriate financial ratio techniques and
descriptive statistics were used to analyze, interpret, and provide a brief
overview of the data collected. This comparison involves two state-owned and
two private pharmaceutical companies using discretionary accruals and
earnings resilience for earnings quality, as well as net profit margin, current
ratio, debt-to-equity ratio, and total asset turnover for financial performance
measurement.

RESULTS & DISCUSSION
Earnings Quality

Financial firm level has a positive, though not earth-shattering, impact on
earnings quality. When companies diligently follow solid corporate
governance principles, it's like waving a magic wand over investor confidence
while putting a lid on any funny business in financial reports. (Persakis &
latridis, 2015) back this up, proving that top-notch earnings and good
corporate governance practices make companies sparkle brighter in the eyes
of investors. To enhance the quality of profits reported in financial statements,
effective Corporate Governance (CG) mechanisms are essential. According to
Signaling Theory, the company signals to shareholders that the anticipated
profits are robust and of high caliber. In simpler terms, a strong alignment
between retention rates and financial management correlates with higher-
quality profits generated by the company. (Ben-Nasr et al., 2015) the strategic
stakeholder perspective is an ethical concept that explores how the outcomes,
trends, and profitability of a company affect all stakeholders involved,
including shareholders, employees, financiers, government, consumers,
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suppliers, and others. To optimize outcomes by maximizing profits, managers
need to assess, oversee, and engage with all stakeholders of an organization in
a manner that emphasizes the value of these relationships.

Analysist Ratio

Researchers result use quantitative descriptive with standard BUMN1verage
tables consisting of the Net Profit Margin ratio, Current Ratio, Debt to Equity
Ratio, and Total Asset Turnover. The following is a table containing averages
and standard financial performance indicators which Criteria Industry
Standards.

Tablel. Comparative Net Profit Margin Ratio of State and Private
pharmaceutical companies in 2019-2023

Years State Companies BUMN Private Companies BUMS
BUMN1 BUMN2 Result BUMS1 BUMS2 Result
2019 5% 13% Excellent 12% 5% Excellent
2020 1% 9% Excellent 11% 5% Excellent
2021 1% 5% Not Good 12% 8% Excellent
2022 1% 1% Not Good 12% 8% Excellent
2023 0% 2% Not Good 12% 8% Excellent
Industry
Standards >%
Average 4% Not Good 9% Excellent

Source: Processed Data (2024)

[®]

co

Figure 1. Comparative Net Profit Margin Ratio of State and Private
pharmaceutical companies in 2019-2023

State Pharmaceutical Companies such as BUMN1 and BUMNZ2, as well as
private sector enterprises (BUMS) like BUMS1 and BUMS2, exhibit notable
differences. SOEs in the industry have an average net profit margin (NPM) of
4%, reflecting challenges such as declining product sales, rising expenses, and
increased interest payments on overdue debts. Conversely, BUMS companies
maintain a healthier average NPM of 9%. Notably, BUMS1 and BUMS2 have
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achieved this through increased sales and enhanced marketing strategies. As
aresult, BUMS companies are generally considered financially robust.

Table 2. Comparative Current Ratio of State and Private
pharmaceutical companies in 2019-2023

State Companies BUMN Private Companies BUMS
BUMN1 BUMN2 Result BUMS1 BUMS2  Result
2019 142% 104% Not 466%  252%  Excellent

Years

Good
2020 999% 101% Not 435% 278% Excellent
Good
2021 101% 94.9%, Not 412% 296% Excellent
Good
2022 101% 130% Not 445% 329% Excellent
Good
2023 103% 134% Not 377% 248% Excellent
Good
Industry 0
Standards 200%
Average 111% Not 354% Excellent
Good
Source: Processed Data (2024)
600
4504 2023
300+
ehustry-! Fek---- - R - RS,
15(
2019 2020 202 2022 2023

Figure 2. Comparative Current Ratio of State and Private
pharmaceutical companies in 2019-2023

The current ratios of the aforementioned four companies reveal distinct
characteristics. State Pharmaceutical Companies, specifically BUMN1 and
BUMNZ2, exhibit an average current ratio of 111%, which is considered
unfavorable. This indicates potential liquidity challenges stemming from
increased financial obligations and credit extended to distributors, leading to
current assets predominantly comprised of trade receivables from related
parties. Consequently, these state-owned enterprises face significant short-
term bank debt and substantial expenses, rendering them illiquid. In contrast,
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BUMS companies, namely BUMS1 and BUMS2, demonstrate more favorable
average current ratios. These companies are classified as liquid because they
are well-positioned to meet short-term debt obligations and maintain cash
flow operational needs.

Table 3. Comparative Debt Equity Ratio of State and Private
pharmaceutical companies in 2019-2023

Years State Companies BUMN Private Companies BUMS
BUMN1 BUMN2 Result BUMS1 BUMS2 Result
2019 182% 137% Not 19% 45% Excellent
Good
2020 148% 155% Not 21% 45% Excellent
Good
2021 146% 159% Not 23% 43% Excellent
Good
2022 145% 148% Not 21% 40% Excellent
Good
2023 147% 134% Not 23% 50% Excellent
Good
Industry
Standards 0%
Average 150% Not 33% Excellent
Good

Source: Processed Data (2024)

From the table above interpreted values average debt to equity ratio in 2019-
2023 for state company is 150%, the debt to equity ratio of these state
companies is still not good. This is because on average the company's
operational activities are financed by short and long period of debt loans
rather than equity and the company is still unable to cover its obligations.
Average debt to equity ratio of BUMS company’s percentage on 33%, this
indicates that the company's DER ratio is very good.

Table 4. Comparative Total Asset Turnover of State and Private
pharmaceutical companies in 2019-2023

Years State Companies BUMN Private Companies BUMS
BUMN1 BUMN2 Result BUMS1 BUMS2 Result
2019 0,81 0,55 Not Good 1,16 1,28  Not Good
2020 0,10 0,53 Not Good 1,12 1,31 Not Good
2021 0,14 0,51 Not Good 1,02 1,20  Not Good
2022 0,13 0,57 Not Good 1,02 1,16  Not Good
2023 0,13 0,65 Not Good 1,06 1,08  Not Good
JAMEELA Industry 1
2,2 Standards
Average 0,41 Not Good 1,14 Not Good

131 Source: Processed Data (2024)
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Figure 4. Comparative Total Asset Turnover of State and Private
pharmaceutical companies in 2019-2023

Based on the table provided, it can be inferred that state pharmaceutical firm
have an average turnover ratio of 0.41. This low ratio is attributed to modest
sales figures, with a significant portion financed through long-term debt,
which incurs substantial costs. Consequently, state pharmaceutical companies
are categorized as financially unstable. Contrast BUMS pharmaceutical firm
have an average turnover ratio of 1.14. Despite this higher ratio, the companies
are deemed financially unstable due to suboptimal asset utilization that
hinders sales growth and results in accumulated total assets.

Due to the sample size, the Shapiro-Wilk test was used to assess the normality
of the data being < 30. In this study, the Shapiro-Wilk test was employed to
assess data normality at a significance level (a) of 5%. The decision criteria for
the Shapiro-Wilk test are as follows: If the significance level exceeds 5% (0.05),
the data is considered normally distributed. If the significance level is less than
5% (0.05), the data is considered not normally distributed. When the data does
not show a normal distribution, it is appropriate to use a nonparametric test
such as the Mann-Whitney test. The results of the normality test conducted in
the study are shown in the following table.

Table 5. Result Normality Kolmogorov-Smirnov Shapiro-Wilk tests

Pharmaceutical Kolm_ogor(:v- Shapiro-Wilk
Company - S.mlrnov - — :
Statistic dfs Signc Statistic dfs Signc
NPM BUMN 235 10 .124 816 10 .023
BUMS 241 10 .102 .849 10 .056
DER BUMN .395 10 .000 .613 10 .000
BUMS 277 10 .028 831 10 .034
CR BUMN .355 10 .001 775 10 .007
BUMS 157 10 .200 907 10 .258
TATO BUMN 251 10 .074 .855 10 .067
BUMS 128 10 .200* 935 10 495

Source: SPSS Data Processing Results (2024)
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Parametric tests are suitable when data follow a normal distribution, whereas
non-parametric tests are preferred otherwise. Non-parametric tests include
the Mann-Whitney, Wilcoxon, or Kruskal-Wallis tests. In this research, some
data were found to deviate from normality, prompting the use of the Mann-
Whitney test. This test was applied alongside the independent sample t-test.
Decision-making criteria based on the outcomes test of Mann Whitney.

Table 6. Results for Mann-Whitney Test

Ranks
Pharmaceutical firm N Mean Rank Sum of
Ranks
Net Profit BUMN 10 7.00 70.00
Margin BUMS 10 14.00 140.00
(NPM) Total 20
Current BUMN 10 5.50 55.00
Ratio (CR) BUMS 10 15.50 155.00
Total 20
Debt to BUMN 10 14.50 145.00
Equity Ratio BUMS 10 6.50 65.00
(DER) Total 20
Total Asset BUMN 10 5.50 55.00
Turnover BUMS 10 16.50 165.00
(TATO) Total 20

Source: SPSS Data Processing Results (2024)

Suitable with research to investigate potential disparities in the financial
performance of two distinct categories of pharmaceutical companies-state
(BUMN) and private (BUMS)-assessed through financial ratios. The research
employs the independent sample t-test, a statistical method utilized to
compare two unpaired or independent samples. Specifically, it analyzes BUMN
and BUMS pharmaceutical companies as independent groups to test the
hypotheses formulated.

Table 7. Results Hypothesis testing

Test Statistics2

Net

. Debt to Total Asset
Profit Current . .
Margin Ratio (CR) Equity Ratio = Turnover
(NPM) (DER) (TATO)
Mann-Whitney U 15.000 .000 10.000 .0100
Wilcoxon W 70.000 55.000 65.000 45.000
JAMEELA Z -2.648 -3.785 -3.024 -2.824
9,9 Asymp. Sig. (2- .008 .000 .002 .005
tailed)
Exact Sig. [2*(1- .007b .000P .002b .001b
133 tailed Sig.)]

a. Grouping Variable: Pharmaceutical companies
b. Not corrected for ties.
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Source: SPSS Data Processing Results (2024)

The average rank of each group, specifically the Net Profit Margin (NPM),
shows that the BUMS group has a higher average rank of 14.00 compared to
the BUMN group's 7.00. Similarly, in the Current Ratio (CR), the BUMS group
averages a higher rank of 15.50 versus the BUMN group's 5.50. The BUMS
group also scores higher in Debt to Equity Ratio (DER) with an average rank
of 6.50, surpassing the BUMN group's 14.50. Additionally, the BUMS group's
Total Asset Turnover (TATO) has an average rank of 16.50, compared to the
BUMN group's 5.50. Overall, this indicates that the BUMS group outperforms
the BUMN group across all metrics.

Earning quality to compares state's financial performance (BUMN) and
private’s (BUMS) pharmaceutical sector using various financial ratios. BUMN
pharmaceutical companies, represented by Industry A and B so exhibit an
average Net Profit Margin (NPM) of 4%, which is lower than the 9% average
for BUMS pharmaceutical companies such as BUMS1 and BUMS2. A NPM of
200% is considered average in the industry, highlighting BUMS companies'
superior capability to fulfill immediate financial obligations in comparison to
BUMN companies. These findings align with previous studies (Putra, 2024)
which also noted significant differences in NPM between the two types of
companies, concluding that BUMS pharmaceuticals generally outperform
BUMN pharmaceuticals due to their higher NPM.

Regarding the Current Ratio (CR), there are significant differences between
BUMN and BUMS pharmaceutical companies. The test Man Whitney'’s, with a
significance value of 0.000 < 0.05, confirms these differences. BUMN
companies have an average CR of 111%, whereas BUMS companies average
354%. A CR above 100% indicates a healthy liquidity position, with the
BUMN1verage being 200%. This indicates BUMS companies' stronger ability
to cover short-term liabilities compared to BUMN companies. These results
are consistent with earlier research, which also highlighted significant
differences in CR between BUMN and BUMS pharmaceutical companies,
emphasizing the superior financial performance of BUMS pharmaceuticals.

The Debt-to Equity Ratio (DER) also shows significant differences between
BUMN and BUMS pharmaceutical companies, as evidenced by further analysis
in the study. The Debt to Equity Ratio (DER) was analyzed with Mann-Whitney
test, yielding an Asym. Sig. (2-tailed) value of 0.002 < 0.05, indicating
significant differences between BUMN pharmaceutical companies and BUMS
pharmaceutical companies. State-owned pharmaceutical companies have a
higher average DER of 150% compared to BUMS pharmaceutical companies,
which average 33%. A DER value below 100% suggests that a company's total
liabilities, including both short-term and long-term debt, do not exceed its total
equity or capital. However, the BUMN1verage DER is 90%, indicating varying
levels of debt and equity used to finance company operations. This study's
findings are consistent with prior research which also highlighted significant
differences in DER, showing higher ratios for state-owned compared to private
pharmaceutical companies.

The Debt to Equity Ratio illustrates proportional value of a company's
operational activities financed by debt versus equity. A lower DER typically
signifies higher performance and potential returns, whereas a higher DER
indicates increased risk of default and lower returns for investors. According
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to this research, state-owned companies such as BUMN1 and BUMN2 exhibit
high DER values, categorizing them as financially unhealthy due to heavy
reliance on debt rather than equity to fund operations. Conversely, BUMS
companies like BUMS1 and BUMS2Z maintain relatively low DER values,
demonstrating their ability to cover both short-term and long-term obligations
primarily through equity, thereby indicating healthier financial management.

Regarding the Total Asset Turnover (TATO), result independent sample in t-
test was conducted, showing a significance value (2-tailed) of 0.000, which is
less than 0.05, signifying significant differences between state-owned (BUMN)
and private (BUMS) pharmaceutical companies. BUMS companies achieve a
higher average TATO of 1.14 times compared to state-owned companies'
average of 0.41 times. Despite being below the BUMN1 average of 2 times, this
indicates that both types of pharmaceutical companies have not fully
optimized their asset utilization to drive sales. This research aligns with earlier
studies (Putra, 2024), which also observed significant differences in TATO
between state-owned and private pharmaceutical companies, underscoring
superior performance among BUMS pharmaceuticals in terms of average
TATO. A higher TATO indicates better efficiency in asset utilization, potentially
leading to increased profitability. Based on this study's findings, state-owned
pharmaceutical companies exhibit a TATO of 0.41 times, while BUMS
pharmaceutical companies achieve 1.14 times, demonstrating varying levels
of efficiency in asset utilization between the two groups.

Stakeholders who need clarity regarding the earning quality of financial ratio
variables can benefit from the detailed explanation provided in this report.
Companies owned by the state, having political interference, usually sacrifice
company profitability due to the policies of politicians who deliberately
transfer resources to their supporters (Ben-Nasr et al., 2015). This suggests
that state-owned companies may be seen as a means to raise capital to finance
projects that have high social benefits, but may also be high risk and low
return, or to provide financing to favored groups such as state-owned
enterprises (BUMN). State-owned companies find it difficult to resist such
detrimental government interference, whereas private companies are better
able to resist it, and usually implement more prudent lending and/or profit-
maximizing policies as a consequence (Ben-Nasr et al., 2015).

By analyzing financial reports, companies can identify ongoing problems and
implement the necessary actions to correct or maintain them. Key financial
ratios and their improvement strategies include: Net Profit Margin (NPM):
Indicates a company's ability to generate profits from total sales. To increase
NPM with Reduce debt burden through issuing equity to attract investors,
Increase sales to meet financial obligations with profits earned and expand
business operations by opening branches in untapped markets. Current Ratio
(CR): Measures the company's ability to settle current liabilities with current
assets (Bailey, 1989). To increase CR with Reduce accumulated debt by
minimizing operational costs, cut unnecessary raw material costs and impose
fines for late payments to accelerate the reduction of receivables. Debt to
Equity Ratio (DER): Assesses the company's dependence on debt versus
capital for operational funding. To reduce DER with Reduce short-term and
long-term debt used for operational activities, retain a portion of profits for
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business growth instead of distributing all to shareholders and then sell
unused assets to generate cash flow. Total Asset Turnover (TATO): Evaluates
a company's efficiency in generating sales from its total assets. To improve
TATO with Refine sales strategies, such as expanding reach and leveraging
digital marketing, consider leasing or selling unused assets to minimize asset
accumulation. These strategies align with modern financial management
practices and can help both state-owned and private pharmaceutical
companies improve their financial performance and earnings quality (Putra,
2022).

This research has Arguments Supporting the Superiority of Private
Enterprises on Operational Efficiency. Therefore Private enterprises tend to
be more efficient due to market pressures and competition (Ben-Nasr et al.,
2015; Obembe, Adenipekun, Morakinyo, & Odebunmi, 2022). Without political
interference, private enterprises can focus on optimizing processes and
reducing costs. Private enterprises have a primary objective of maximizing
profits, which often results in stronger financial performance (Safari et al.
2020). Private enterprises are generally more flexible in responding to market
changes and are quicker to adopt innovations (Ben-Nasr et al., 2015).
Flexibility and Innovation less bureaucracy allows for faster decision-making.
State-owned enterprises are more stable during economic crises due to
government support (Van Assche et al., 2018). State-owned enterprises may
have better access to resources and capital, especially in developing countries
drugs (Wang & Yung, 2011). Ability to make large investments in
infrastructure or long-term research. On hybrid models and innovation in
governance, some state-owned enterprises have adopted hybrid governance
models that combine the best elements of public and private ownership (Ben-
Nasr etal., 2015; Nufyar & Mulyani, 2023; Wicaksono, Wahyuningtias, Amalia,
& Dewananda, 2023). Examples of successful state-owned enterprises
operating globally and competitively (Teixeira Pereira et al., 2023).

Contextual Factors Affecting Performance having Regulatory Environment can
greatly influence the relative performance of state-owned and private
enterprises. partial privatization can improve the performance of state-owned
enterprises. Relative performance can vary by sector. For example, in the
pharmaceutical industry, factors such as drug regulation, public health policy,
and the need for long-term innovation can influence competitive dynamics.
Level of Economic Development can differ between developed and developing
countries. In some developing countries, state-owned enterprises may play a
significant role in economic and industrial development.

CONCLUSION

Comparison of earnings quality and financial performance between state-
owned pharmaceutical companies (BUMN) and private pharmaceutical
companies (BUMS) listed on the Indonesia Stock Exchange (IDX) during the
period 2019 to 2023 shows significant differences in several variables, such as
net profit margin, current ratio, debt to equity ratio, and total asset turnover.
Private pharmaceutical companies show better performance in these
variables compared to state-owned companies, which supports the alternative
hypothesis and rejects the null hypothesis. This finding is in line with previous
studies comparing earnings quality between state-owned and private
companies in the pharmaceutical sector and other sectors, which show that
private companies generally have better financial performance. This
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difference may be due to looser financial reporting standards and decision-
making flexibility in private companies, compared to state-owned companies
that are bound by strict regulations.

This study highlights the importance of implementing better earnings quality
standards in state-owned companies, especially in the Indonesian
pharmaceutical sector, to improve public financial responsibility and achieve
better financial performance. However, the two sectors show marked
differences in terms of attention and focus. The chemical industry, which has
been monitored for a longer time. This indicates that stakeholders in the
chemical industry had higher expectations and attached more importance to
sustainability practices and reporting. This increasingly shows that BUMN is
refraining from carrying out profit management practices to encourage strong
and quality financial performance, and more deeply about financial
responsibility towards the public in accordance with the objectives of state-
owned companies, especially in the Indonesian pharmaceutical sector.
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