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ABSTRACT 
 

TELKOM's strategic initiative, referred to as 
5BM, acknowledges the company's 
considerable assets but notes that it has not 
yielded substantial profits. To address this, 
TELKOM has devised this strategy to 
improve its firm value. This study seeks to 
contribute to this goal by conducting 
research focused on analyzing the 
company's financial structure and 
evaluating the effects of financial structure, 
considering macroeconomic factors like 
interest rates, to enhance its overall value. 
The research employs a quantitative 
approach, using TELKOM’s financial data 
from 2014 to 2024, with variables such as 
firm size, liquidity ratio, leverage ratio, 
investment opportunity, efficiency level, 
profitability, and interest rates. The study 
applies multiple linear regression to assess 
the relationships between these 
independent variables and firm value, using 
Tobin’s Q as a measure of firm value. 
Descriptive statistical analysis is also 
conducted to summarize the characteristics 
of each research variable. Findings reveal 
that leverage negatively affects firm value, 
while firm size, liquidity, investment 
opportunity, efficiency level, and profitability 
have positive impacts. Although interest 
rates and dividend policy also contribute to 
firm value, their effects are not statistically 
significant. These results provide insights 
into the importance of TELKOM's financial 
structure in enhancing its market valuation. 
 
Keywords: Dividend Policy; Firm Size; 
Firm Value; Interest rate; Solvability  
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INTRODUCTION 
 
The three portfolio strategies of TELKOM are digital services, digital platforms, and digital 
connectivity. The company is evolving into a digital telecommunications enterprise, with 
the ultimate goal of becoming a fully digital corporation. This approach highlights how 
TELKOM’s operations are divided into three business groups, which are then integrated 
across its subsidiaries. Each subsidiary operates according to these three strategic 
portfolio directions. TELKOM’s digital business domains are categorized as follows: 
Digital Connectivity (Network Function Virtualization [NFV], 5G, Fiber to the x [FTTx], 
Software Defined Networking [SDN], and satellite); Digital Platform (Cybersecurity, Big 
Data, Internet of Things, Cloud, and Data Center); and Digital Services (for both 
Consumer and Enterprise markets). 
 
Across all three companies, digital connectivity revenue accounted for 79% of TELKOM's 
total consolidated revenue. This suggests that even if TELKOM has opened up 
commercial potential in the platform and digital services industries, the corporation still 
has big goals for the connection business space.  
 
However, between 2014 and 2024, TELKOM and other telecom companies need to be 
especially aware of the fact that the growth of CAPEX (capital expenditure) will continue 
to pick up speed. Figure 1 below shows TELKOM's capital expenditure (CAPEX) 
trajectory, which shows a 17% increase from 2014 to 2024.  
 
Figure 1. The Investment Pattern for Telkom from 2014 to 2024 

 
Source: TELKOM’s financial report between 2014-2024 (Stockbit, 2024) 

 
This demonstrates that a telecommunications provider's annual expenditure on telecom 
infrastructure assets rises by 2%. TELKOM's CAPEX increased by almost 17% from 
31.158B in 2014 to 36.418B in 2024, despite their revenue increasing by nearly 70% 
from 21.250B in 2014 to 37.429B in 2024. In terms of spending and revenue, a similar 
amount of almost 30.000B was found. If TELKOM does not take any steps to increase 
productivity, aggressively increase sales, or create new goods, its financial status could 
deteriorate, which could ultimately result in a decrease in TELKOM's worth. Management 
should consider taking this warning indication into account. 
 
This is advantageous since it gives the provider access to more assets that may be used 
to service all of its clients, who are dispersed over multiple locations. However, it also 
raises red flags if those assets are not employed effectively. This implies that a larger 
asset base that is not occupied to its full potential will result in inefficiencies and financial 
losses for the company. As assets get older and more seasoned, maintenance expenses 
will inevitably come up. Maintenance expenses for security, insurance, and upkeep are 
still necessary for unused assets. Naturally, this will have a negative impact on the 
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company's finances and profitability. Additionally, the inability of the assets to be sold, 
occupied, or used to their full potential will prevent them from producing a sizable amount 
of money, which could result in revenue loss for the company. This will impede the 
company's expansion and restrict its capacity to make investments in cutting-edge 
services and new technologies. 
 
The Five Bold Moves (5BM) strategy is TELKOM's corporate approach to seizing 
opportunities, boosting competitiveness, and creating value as it faces and overcomes 
obstacles in 2024. The goal of this approach is to add value for the long-term viability of 
a profitable and competitive business. The first 5BM strategy, called Fixed Mobile 
Convergence, aims to spin off—that is, separate the business—the retail internet 
business from Telkom's parent company to its subsidiary, Telkomsel. This will allow fixed 
and mobile broadband services to eventually be provided by a single entity, offering the 
best broadband services at the most competitive price. Infraco fiber is 5BM's second 
tactic. Here, wealth will be unlocked, particularly in the area of fiber-based 
telecommunications infrastructure. Fiber equipment from TELKOM is currently dispersed 
across Indonesia. These days, all TELKOM customer segments—retail, business and 
enterprise, and wholesale—receive end-to-end services through the use of these 
devices.  
 
It is anticipated that TELKOM will have a very large and significant valuation in 
accordance with the number of assets it owns and the goal of infraco implementation in 
5BM. This will allow TELKOM to attract investors and be more aggressive and agile in 
meeting customer demand throughout Indonesia with its entire fiber infrastructure. 
Making wise financial selections can be aided by correct valuation. Investors can 
determine if a company is fairly valued, overvalued, or undervalued using valuation or 
company value. Investor risk management can also be aided by the availability of this 
company value. Potential profits and losses from investing in the company might be 
evaluated by investors.  
 
Ultimately, a corporation that has a high worth or valuation may effectively monetize its 
assets to meet the needs of all of its clients. Naturally, this will also benefit all parties 
involved, including their employees' welfare. 
 
As previously mentioned, TELKOM's strategic objective, known as 5BM, recognizes its 
substantial assets, yet it has not generated significant profits. As a result, TELKOM 
develops this strategy to gain firm value. The author aims to enhance the firm's value by 
conducting this research and providing a financial structure analysis. This study will 
highlight the significance of specific financial structures, including firm size, solvability, 
liquidity, investment opportunities, efficiency level, dividend policy, and profitability, while 
also taking the macroeconomy as consideration for increasing the valuation. 
 

LITERATURE REVIEW 
 

If a company can demonstrate strong financial performance and attain an optimal and 
sustainable improvement in its performance, then the public, shareholders, and investors 
will place greater trust in the organization. The organization can enhance its performance 
in a number of ways, including maintaining and enhancing its overall health, creating 
high-quality goods and services, developing and adjusting to new technology, upholding 
its customer relationships, and more.  
 
For shareholders, the government, management, and other interested parties, assessing 
a company's success is crucial, particularly in light of its worth and financial performance. 
The welfare they will receive from the worth and performance of the company is one of 
the effects. The company's financial performance has an impact on both internal and 
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external decision-making processes. The more the company performs financially, the 
more it will be assisted in accomplishing the aims of the entire organization. Business 
financial health can reveal a great deal about a company's general state of affairs.  
Financial managers must decide what objectives need to be met in order to make the 
right financial decisions. The corporation wants to maximize its worth for investors, 
management, and shareholders. A private company's worth will become apparent if it is 
sold, and it can be determined by looking at factors such as total assets, company 
prospects, business risks, business climate, and more. The value of a public company 
can be expressed by its stock price.  
 
The process of examining financial ratios, including profitability, activity, solvency, and 
liquidity ratios, can assist shareholders and management in assessing the company's 
financial performance and health. The authors of this study employed a number of 
financial ratios, such as the business value (Tobin's Q), efficiency level (TATO), 
investment opportunities (PER), profitability (ROE), liquidity ratio (CR), solvency ratio 
(DER), and company size (sales).  
 
It is possible to determine whether the company is growing each quarter based on the 
financial indicators it has by looking at the findings of the financial ratio analysis. 
Additionally, the research can be used to determine whether the Company's value 
changes are closely related to shareholders, management, and investors. The analysis's 
findings may lead to an assessment, an increase in the company's worth and financial 
performance, and the mitigation of unwarranted risks.  
 
Drawing on the previously mentioned description and theoretical framework, the 
following frame of thinking is put forth in this study in Figure 2. 
 
Figure 2. Frame of Thinking 

 
  
Hypotheses Development 
H1: There is a Substantial Positive Correlation Between Firm Size and Firm Value 
The firm value may be impacted by factors such as company size. As to the information 
provided by Suwardika and Mustanda (2017), company size gives a general idea of the 
firm's size based on equity, sales, and total assets. It will be simpler for the public to 
identify a major company. Larger companies are also thought to be in better financial 
standing than smaller companies. Because the public is more familiar with the products 
and services that large corporations offer, their market is larger. The company may make 
more money as a result. Increased returns for shareholders will result from these 
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earnings, and this will ultimately affect their well-being. Larger businesses also have an 
easier time gaining the trust of creditors in order to secure funding sources. As a result, 
firm value may rise (Suwardika & Mustanda, 2017). The findings of the study carried out 
by Husna and Satria (2019) corroborate this. demonstrating that the value of a 
corporation is significantly impacted by its size. 
 
H2: There is a Substantial Negative Correlation Between Leverage and Firm Value 
One of the elements that may have an impact on business value is the leverage ratio. 
The amount of debt used to fund a business is measured by its leverage (Dewi & 
Abundanti, 2019). A company can borrow capital—that is, debt—in order to use leverage 
to increase profits. The ability to settle all obligations that will mature in the future can be 
understood as a company's usage of debt. This may cause the market to react favorably. 
On the other hand, the hypothesis of this study is that leverage reduces business value. 
This is due to the fact that taking on more debt may lower performance, which is why 
internal funding is preferable to external financing when it comes to operating 
expenditures (Nikmah & Hung, 2024). Businesses with high debt ratios have to use a 
portion of their revenue to pay for high-interest expenses. 
 
H3: There is a Substantial Positive Correlation Between Liquidity and Firm Value 
The ability of a business to pay down its short-term debt is referred to as liquidity. Since 
a corporation with high liquidity can pay off its short-term debt, which tends to reduce 
total debt and result in a smaller capital structure, one could claim that liquidity influences 
capital structure. Pecking Order Theory states that management would prefer to finance 
projects first with retained earnings, next with debt, and lastly with the sale of additional 
shares (Reschiwati et al., 2020). Consequently, the liquidity ratio serves as a gauge of 
the company's capacity to settle all of its outstanding loans. Low liquidity conveys a bad 
impression of the company's competence, which undermines investor trust and reduces 
the value of the business. Research from Jihadi et al. (2021) and Reschiwati et al. (2020) 
supports this. The current ratio in this study serves as a representation of the liquidity. 
 
H4: There is a Substantial Positive Correlation Between Investment Opportunity 
and Firm Value 
Opportunities for corporate investment are a significant part of a company's value. This 
is because the perspectives of creditors, owners, investors, and managers of enterprises 
are influenced by investment prospects (Serna, 2023). Demand for shares will rise as 
expanding companies convince investors they may increase their ownership in the 
business (Haryetti & Ekayanti, 2012). Increasing market share demand will also boost 
the company's worth. Increasing the company's value might be difficult, especially when 
it comes to agency problems. Managers have the power to run the business in a way 
that maximizes shareholder value and company value. Investment opportunity has a 
favorable and considerable impact on firm value, according to Ajani et al. (2019). 
 
H5: There is a Substantial Positive Correlation Between Efficiency Level and Firm 
Value 
A corporation is seen to be in great health when its total asset turnover is high within a 
specified timeframe and signals to the market for investors to engage in investing their 
cash. According to Rinaldo and Endri (2020), the total assets turnover ratio is a measure 
of a company's capacity to produce revenue from the use of its assets. Furthermore, as 
stated by Rusdana and Endri (2020), the total assets turnover ratio is a measure of the 
complete turnover of assets due to its adaptability and capacity to be applied to a broad 
range of business circumstances. This percentage most accurately illustrates the entire 
asset turnover's capacity to generate revenue. The higher and more active the asset 
turnover, the more effectively assets are used to promote the effectiveness of the firm. 
This could have an effect on the price of shares, raising the company's value. This is 
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consistent with research showing that the total asset turnover ratio increases business 
value (Harahap et al., 2020). 
 
H6: There is a Substantial Positive Correlation Between Interest Rate and Firm 
Value 
Raising interest rates could make a company's cost of capital more expensive, which 
could have a negative impact on profitability and value. Higher interest rates could make 
it more difficult for a business to raise financing, which would limit its potential to expand. 
Investors need to consider the current condition of interest rates and how they impact 
the cost of capital and the company's potential for future growth. The GDP and net 
interest margin have a significant negative impact on the firm value of Nigerian banks, 
claim Ebenezer et al. (2019). There exists a large and positive correlation between firm 
value and both GDP and inflation.  
 
H7: There is a Substantial Positive Correlation Between Profitability and Firm 
Value 
Profitability is just one of the many aspects that affect a company's worth. A company's 
ability to make a profit while utilizing all of its resources—capital, assets, and sales 
activities—is measured by its profitability. Profitability can be determined by calculating 
return on equity, or ROE. ROE is a measure of the return on investment for shareholders. 
A firm that can give its owners a sizable return is considered profitable. Investors will be 
drawn to a company with a high profitability ratio. The strong desire of investors to put 
their money into companies that offer a great return on equity will cause stock prices to 
climb. As a result, there will be a positive correlation between profitability and stock 
prices, with high stock prices affecting the value of the company (Hirdinis, 2019). This is 
consistent with the findings of Damayanti & Sucipto (2022) and Jallow et al. (2022) that 
profitability significantly increases firm value.  
 
H8: There is a Substantial Positive Correlation Between Dividend Policy and Firm 
Value 
Depending on how many shares they own, firms pay dividends to their shareholders as 
a return on their investment in the business. One helpful metric for gauging and 
assessing dividend distribution strategies is the Dividend Payout Ratio (DPR). To 
calculate DPR, divide the total dividends paid out by the business's profit margin, stated 
as a percentage. The ability of the business to increase value while simultaneously 
improving shareholder welfare is demonstrated by a rise in the value of dividends paid 
to shareholders. In essence, a dividend policy is a promise regarding the amount of 
profits that are given to shareholders. A greater DPR is better for investors. On the other 
hand, when the DPR is low and the company's internal finances improve, traders lose 
out. Dividend payments are expected to satisfy investors' expectations that they will 
receive a return on their investment even though they are not expected to jeopardize the 
company's survival (Damayanti & Sucipto, 2022). 
 

RESEARCH METHOD 
 

In this investigation, quantitative methodologies are utilized. Sugiyono (2018) states that 
the quantitative method can be interpreted as a research approach rooted in positivist 
philosophy. In order to assess established hypotheses, research instruments for 
quantitative and statistical data analysis are used in the study of populations or particular 
samples.  
 
The author utilized the TELKOM financial report for the years 2014–2024 as a supporting 
resource to examine, evaluate, and draw findings from this study. The resulting financial 
report gathers quarterly information on investment opportunities (price to earning ratio), 
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business value (Tobin's Q), efficiency level (total asset turnover), leverage (debt to equity 
ratio), liquidity (current ratio), and return on equity (ROE).  
 
In this inquiry, it has fulfilled every requirement of the traditional assumption test. Multiple 
linear regression models are used to show how the dependent and independent 
variables are related. In hypothesis testing, the t-test is used to determine the effect of 
each independent variable on the dependent variable (Putri, 2023). Firm size, liquidity 
ratio, leverage ratio, investment opportunity, total asset turnover ratio, profitability ratio, 
and interest rates are the independent variables in this study. While the company's worth 
and profitability serve as the study's dependent variable.  The multiple linear regression 
equation is as follows:  
 

FVit = α + β1 FSit + β2 DERit + β3 CRit + β4 PERit + β5 TATOit  + β6 IRit + β7 ROEit + eit 

 
Descriptions: 
FV  = Firm value (Tobin’s Q) 
FS  = Firm Size 
DER  = Debt to Equity Ratio 
CR  = Current Ratio 
PER  = Price to Earning Ratio (investment opportunity) 
TATO  = Total Asset Turn Over Ratio (Efficiency level) 
IR  = Interest Rate 
ROE   = Return on Equity (Profitability) 
α  = Constant number 
β1…8  = Regression coefficient  
t  = time series 
I  = cross-section 
e  = error 
 
This study's analysis of data from the 2014–2024 period made use of descriptive 
statistics, which offer a summary of each research variable's characteristics as seen from 
the mean, median, minimum, maximum, range, and standard deviation values. When 
examining data, a statistic called descriptive analysis is employed to accurately describe 
the collected data without attempting to make inferences that can be applied to a larger 
population.  
 
The author employs descriptive analysis to collect, examine, and ascertain 
developments by presenting data from the elements of firm size, liquidity ratio, leverage 
ratio, investment opportunity, total asset turnover ratio, interest rates, profitability ratio, 
and firm value at TELKOM—which includes a public firm and sells its shares on the 
Indonesia Stock Exchange.  
 
The data used in the study came from secondary sources. Secondary data is information 
that already exists and does not need to be gathered by researchers. A few sources of 
secondary data are statistical bulletins, government publications, published information 
from inside or outside the company, readily available data from previous research, case 
studies, library resources, online data, websites, and the internet.  
 
A variety of financial statement components, such as balance sheets, profit and loss 
statements, and cash flow statements, covering the years 2014–2024 make up the data 
set. The data that was analyzed includes a ratio scale. The ratio scale is a non-absolute 
starting scale that shows both the size and the proportion of the difference.  
The forms of the secondary data are (1) The TELKOM quarterly financial statements 
available on the IDX, (2) Data on firm value (Tobin's Q), ROE, DER, TATO, CR, PER, 
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DPR, and firm size taken from the financial records of the companies being studied, and 
(3) The Bank Indonesia webpage displays interest rates.  
 

RESULTS 
 

Table 1. Descriptive Statistics 

  
FV 
Y1 

FS 
X1 

DER 
X2 

CR 
X3 

PER 
X4 

TATO 
X5 

DPR 
X6 

IR 
X7 

ROE 
X8 

Mean 2,178788 10,36473 0,446585 0,969512 76,68878 0,372683 72,75366 5,408516 5,225854 

Median 2,215678 10,40423 0,43 0,93 73,06 0,35 72,38 5,5 5,46 

Max 2,944059 10,55665 0,67 1,48 178,43 0,66 91,58 7,67 7,34 

Min 1,581901 9,964112 0,29 0,6 44,57 0,13 60 3,5 2,21 

Std. Dev 0,350938 0,163668 0,098884 0,238421 24,99495 0,177469 9,633197 1,39313 1,101156 

Observ 
Total 

41 41 41 41 41 41 41 41 41 

 
Table 1 shows that the mean (average) value of the TELKOM value for the 2014–2024 
period is 2.178788. The outcome is above the standard deviation of 0.350938. This 
implies that the firm value of TELKOM from 2014 to 2024 is represented by bundled data 
or data with constant values. Twenty-one of the forty-one data points (> 2.178788) have 
firm values greater than average. However, the firm value of the remaining twenty data 
is below average (< 2.178788). Shares of companies with a high firm value—one that is 
greater than one—are worth more than what it would cost to replace their assets. Stated 
differently, the shares are too expensive. Additionally, it shows that management is 
effectively managing the company's assets, which increases the likelihood of investment 
growth. The company value of TELKOM for the years 2014–2024 has a median value of 
2.215678 in Table 1. The lowest value is 1.581901, and the maximum is 2.944059. The 
highest value was obtained in the second quarter of 2017, and the lowest value was 
obtained in the third quarter of 2020.  
 
Table 1 shows that the mean (average) company size of TELKOM for the years 2014–
2024 is 10.36473. The outcome is above the standard deviation of 0.163668. This 
suggests that aggregated or constant statistics will serve as the basis for TELKOM's 
company size from 2014 to 2024. 26 of the 41 data points (> 10.36473) have a company 
size that is larger than average. On the other hand, the company size of the remaining 
15 is below average (< 10.36473). According to Table 1, 10.40423 is the median 
TELKOM firm size for the years 2014–2024. The smallest value is 9.964112, while the 
largest number is 10.55665. The highest value is obtained in the second quarter of 2017, 
while the lowest value is obtained in the first quarter of 2014.  
 
Table 1 displays the mean (average) value of TELKOM's leverage for the period of 2014–
2024, which is 0.446585. This figure is higher than the standard deviation of 0.098884. 
This suggests that aggregated or constant statistics make up the TELKOM solvency ratio 
for the years 2014–2024. Eighteen (> 0.446585) of the 41 data points have a company 
size that is larger than average. The remaining 23 data points (0.446585), in comparison, 
have a firm size that is below average. According to Table 1, TELKOM's solvency ratio 
has a median value of 0.43 for the years 2014–2024. The greatest value is 0.67, while 
the lowest is 0.29. The biggest value is obtained in the second quarter of 2020, and the 
lowest value is obtained in the first quarter of 2024. 
 
Table 1 shows that the mean (average) value of TELKOM's liquidity ratio for the years 
2014–2024 is 0.969512. This value exceeds the standard deviation of 0.238421. This 
suggests that aggregated or constant statistics make up the TELKOM solvency ratio for 
the years 2014–2024. Eighteen (> 0.969512) of the forty-one data points have a liquidity 
ratio that is greater than average. However, the remaining 23 data's liquidity ratio 
(0.969512) is below average.  According to Table 1, the median value of TELKOM's 
liquidity ratio for the period of 2014–2024 is 0.93. 1.48 is the highest value, and 0.6 is 



International Journal of Accounting & Finance in Asia Pasific (IJAFAP)  
Vol. 7 No. 3, pp. 446-460, October, 2024 
E-ISSN: 2655-6502 P-ISSN: 2684-9763 
https://www.ejournal.aibpmjournals.com/index.php/IJAFAP 
 

454 

 

the lowest. The highest value was obtained in the first quarter of 2016 and the lowest in 
the third quarter of 2021. 
  
Based on Table 1, the mean (average) value of TELKOM's investment opportunity for 
the years 2014–2024 is 76.68878. This value is greater than the standard deviation, 
which is 24.99495 in this case. This suggests that the TELKOM investment opportunity 
for the years 2014–2024 is represented by the volume of aggregated or constant data. 
17 of the 41 data points (> 76.68878) present investment opportunities that are above 
average. However, the remaining 24 data present less favorable investment 
opportunities than average (< 76.68878). The investment opportunity for TELKOM for 
the 2014–2024 period has a median value of 73.06, according to Table 1. Here are the 
values: 178.43 is the maximum, reached in the fourth quarter of 2019; the third quarter 
of 2020 yielded the lowest value; and the fourth quarter of 2019 yielded the maximum 
value.  
 
Table 1 shows that the mean (average) value of TELKOM's total asset turnover ratio for 
the years 2014–2024 is 0.372683. The 0.177469. difference between this value and the 
standard deviation. This suggests that aggregated or continuous data make up the 
TELKOM total asset turnover ratio for the years 2014–2024. Out of the 41 data points, 
20 have a total asset turnover ratio that is greater than normal (> 0.372683). However, 
of the remaining 21 statistics, the overall asset turnover ratio (<0.372683) is below 
average. According to Table 1, TELKOM's total asset turnover ratio has a median value 
of 0.35 for the years 2014–2024. The lowest number is 0.13, while the highest is 0.66. 
The lowest value is obtained in the first quarter of 2021, QI 2022, QI 2023, and QI 2024, 
while the highest value is attained in the fourth quarter of 2017. 
 
Table 1 shows that the mean (average) interest rate for the 2014–2024 period is 
5.408516. This figure is higher than the standard deviation of 1.39313. This implies that 
the interest rates are either grouped data or steady for the years 2014–2024. Twenty-
one of the forty-one data points (> 5.408516) had interest rates above average. The final 
20 data have interest rates that are less than the average (< 5.408516).  The median 
interest rate for the 2014–2024 period is 5.5, with the highest value being 7.67 and the 
lowest being 3.5, according to Table 1. The lowest value is obtained in the quarter QII 
2021–QII 2022, while the highest value is obtained in the fourth quarter of 2014. 
 
Table 1 for Equation I shows that the mean (average) dividend policy ratio for TELKOM 
for the years 2014–2024 is 72.75366. This figure is higher than the standard deviation, 
which is 9.633197. This suggests that aggregated or constant statistics will serve as the 
foundation for the TELKOM dividend policy ratio for the years 2014–2024. Eighteen (> 
72.75366) of the 41 data points had a dividend policy ratio higher than average. 
However, of the remaining 23 data points, the dividend policy ratio (< 72.75366) is below 
average.  
 
Table 1 Equation I shows that TELKOM's dividend policy ratio for the years 2014–2024 
is 72.38 on average, with a minimum of 60 and a high of 91.58. The highest value is 
obtained in quarter II of 2019, while the lowest value is obtained in quarter QII–IV of 
2022.  
 
The profitability ratio mean (average) for TELKOM from 2014 to 2024 is 5.225854, 
derived from Table 1. The standard deviation value of 1.101156 is exceeded by this 
statistic. This implies that aggregated or constant data will serve as the foundation for 
TELKOM's profitability ratio from 2014 to 2024. Of the 41 datasets, 25 exhibit a 
profitability ratio greater than the mean (> 5.225854). On the other hand, the profitability 
ratio (< 5.225854) of the remaining 16 is below average. A high return on equity (ROE) 
is a sign of growing value for shareholders. The entity will be in a better position if the 
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ROE value is high, and vice versa. Return on equity is a metric that is used to figure out 
how much a business has invested in stock. An increased ROE will increase the 
company's book value, which will impact the investment value. According to Table 2, 
TELKOM's profitability has a median value of 5.46 over the years 2014–2024. The lowest 
value is 2.21, while the highest is 7.34. The highest value was obtained in the first quarter 
of 2017, and the lowest value was obtained in the fourth quarter of 2019.  
 
Table 2. Regression Results 

 Firm Value (Tobin's Q) 

Coef Prob 

Firm size (Ln (Revenue)) 0.428697 0.0737* 

Leverage (DER) -0.76578 0.0076*** 

Liquidity (CR) 0.352005 0.0383** 

Investment Opportunity (PER) 0.014334 0.0000*** 

Total Asset Turn Over Ratio (TATO) 0.339484 0.0170** 

Interest rate 0.025756 0.3096 

Dividend Payout Ratio (DPR) 0.003738 0.2031 

Profitability (ROE) 0.332608 0.0000*** 
Note: *** significant at 1%, ** significant at 5%, * significant at 10% 

 
The following variables considerably raise the firm value, per Table 2: firm size, 
profitability, total asset turnover ratio, and investment opportunity. Meanwhile, the 
leverage or solvency ratio has a major negative impact on the firm value. Dividend Policy 
and interest rates both positively affect firm value, although they are not statistically 
significant.  
 
Table 3. Hypothesis Test 

Hypothesis Examination 
Expected 

Result 
Coef 

Prob 
Value 

Comment 

H1 Firm size → Firm value + 0.428697 < 0.1 Supported 

H2 Leverage → Firm value -  -0.76578 < 0.01 Supported 

H3 Liquidity → Firm value + 0.352005 < 0.05 Supported 

H4 
Investment opportunity → 
Firm value 

+ 0.014334 < 0.01 Supported 

H5 Efficiency → Firm value + 0.339484 < 0.05 Supported 

H6 Interest rate → Firm value - 0.025756 0.3096 
Not 
Supported 

H7 
Dividend policy → Firm 
value 

+ 0.003738 0.2031 
Not 
Supported 

H8 Profitability → Firm value + 0.332608 < 0.01 Supported 

  
Table 3 shows that the firm size coefficient in H1 is 0.428697, with a probability value of 
less than 0.1, indicating that firm size significantly influences firm value. The negative 
coefficient of -0.76578 in H2 reveals that leverage (or the solvability ratio) has a 
significant negative effect on firm value, supported by a probability value of < 0.01. 
Similarly, liquidity is a significant positive factor affecting firm value, as reflected in H3, 
with a probability value of < 0.05. Investment opportunity in H4 and efficiency level in H5 
also positively influence firm value, with probability values of < 0.01 and < 0.05, 
respectively, indicating statistical significance. Profitability, represented by H8, also has 
a significant positive impact on firm value, with a probability value of < 0.01. 
 
However, despite their positive coefficients, dividend policy in H7 and interest rate in H6 
do not significantly influence firm value, as indicated by their higher probability values of 
0.2031 and 0.3096, respectively, which fall outside the threshold for statistical 
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significance. This suggests that while these variables have positive effects, their impact 
on firm value is not strong enough to be deemed statistically significant. 
 

DISCUSSION 
 
The coefficient value of the firm size on the firm value shows 0.428967, which indicates 
that the firm value is impacted by firm size. Hence, H1 is accepted. As to the information 
provided by Suwardika and Mustanda (2017), company size gives a general idea of the 
firm's size based on equity, sales, and total assets. It will be simpler for the public to 
identify a major company. Larger companies are also thought to be in better financial 
standing than smaller companies. Because the public is more familiar with the products 
and services that large corporations offer, their market is larger. The company may make 
more money as a result. Increased returns for shareholders will result from these 
earnings, and this will ultimately affect their well-being. Larger businesses also have an 
easier time gaining the trust of creditors in order to secure funding sources. As a result, 
firm value may rise (Suwardika & Mustanda, 2017).  
 
The liquidity ratio has a coefficient value of 0.352005. It means that the liquidity ratio 
adds value to the company so H3 is accepted. This lends credence to the idea that 
liquidity ratios affect the valuation of businesses. It is believed that companies with high 
levels of liquidity can provide their investors with higher dividends or cash flow. As cash 
availability rises, the company's liquidity situation and dividend-paying capacity both 
improve. If there are sufficient resources to fulfill short-term operational obligations, the 
effective operation of industry activities can be guaranteed. Furthermore, this aligns with 
research conducted by Aggarwal & Padhan (2017), Jihadi et al. (2021), and Reschiwati 
et al. (2020). Businesses with higher levels of liquidity are better equipped to fund 
investments and meet their short-term financial obligations. 
 
An investment opportunity has a coefficient value of 0.014334 on firm value. It highlights 
that investment opportunities have a favorable effect on the company's value. Therefore, 
H4 is accepted. This lends credence to the idea that investment opportunities impact a 
company's worth. Investment prospects affect the opinions of creditors, owners, 
managers, and investors (Serna, 2023). Companies that see growth in their business 
prospects will convince investors to increase their investment, which will increase 
demand for the company's shares (Haryetti & Ekayanti, 2012). Investment opportunity is 
positively and significantly correlated with firm value (Ajani et al., 2019). A company's 
potential for investment determines how much it is worth. This can occur if the business 
has outstanding capital management; in that instance, the stock price and the company's 
performance will both increase. Additionally, this will convey to investors the idea that a 
business that has made large investments would experience growth in both demand and 
price for its shares, both of which will raise the value of the business. 
 
The total asset turnover ratio, which has a favorable effect on corporate value, represents 
the efficiency level because it has a coefficient value of 0.339484 on firm value. The 
study's results support the idea, leading to the acceptance of H5. According to Rinaldo 
and Endri (2020), the total assets turnover ratio measures asset activity and the 
company's ability to generate income from the use of these assets. This percentage most 
accurately illustrates the entire asset turnover's capacity to generate revenue. A higher 
and more active rotation of assets improves the firm's efficiency in using its resources. 
This could have an effect on the price of shares, raising the company's value. A high 
asset turnover rate can increase the value of the company. A company is deemed 
efficient if it can effectively manage its assets to increase sales profits and benefit the 
business; a high level of total asset management may even raise the company's 
valuation. This is in line with the finding by Harahap et al. (2020) that efficiency level 
increases firm value. 
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The idea that has been developed states that profitability significantly increases firm 
value since it has a coefficient value of 0.332608. It means that H8 is accepted. 
Businesses with large profit margins also offer investors substantial rates of return. 
Higher-profit businesses will appeal to investors more than lower-profit ones. 
Consequently, the company's worth could increase in tandem with the capital market 
prices of its stocks. The data firm attracts investors thanks to its large profit margin, which 
demonstrates how well management is doing its job. Profitability and firm value are 
linked, according to signaling theory; investors will view a company's capacity to 
generate steady, growing profits as an indication of the company's success. Studies by 
Damayanti & Sucipto (2022), Fatima et al. (2023), Jallow et al. (2022), and Niar (2019) 
are also in line with this. 
 
The value of the company is significantly impacted negatively by the leverage or solvency 
ratio, as the coefficient value that resulted is -0.76578. Therefore, H2 is accepted. This 
illustrates how increasing debt can negatively affect performance, which is why internal 
finance for operating expenses is preferred over external financing (Nikmah & Hung, 
2024). Companies with high debt ratios must set aside a percentage of their earnings to 
pay for high-interest costs. Additionally, if the majority of the company's revenue is used 
for interest payments, there will be less money available for reinvestment, which would 
negatively affect the company's prospects for growth (Asimakopoulos et al., 2009). The 
study's findings are consistent with those of studies by Fatima et al. (2023) and 
Mahdaleta et al. (2016), which found that DER significantly reduces firm value. This 
indicates that there is a greater likelihood for the company's value to decline the higher 
the DER. 
 
Although the increase in firm value is not significant, the dividend policy (DPR), with a 
coefficient value of 0.003738, does contribute. This does not fit the hypothesis that has 
been developed, so H7 is rejected. Typically, an investor looks at the overall return on 
investment without considering whether dividend income or capital gains are responsible 
for it. Thus, the obtained profit will not affect the firm value whether it is held as retained 
earnings or dispersed as dividends. The study's findings are consistent with those of 
studies by Dewi & Novitasari (2022), Husna & Satria (2019), Murniati et al. (2019), and 
Sihombing et al. (2024), which conclude that the DPR has no bearing on company value. 
 
The business value is positively impacted by interest rates, though not significantly, 
because it results in a coefficient value of 0.025756. Therefore, H6 is rejected. Still, there 
is agreement between this study and the one by Sihombing et al. (2024). Companies 
that have robust corporate governance and efficient risk management procedures 
typically manage their capital structure more effectively, striking a balance between debt 
and equity to maximize the firm's value independent of changes in interest rates. This 
strategy is highly calculated since, thanks to sound financial management, the firm's 
worth does not fluctuate much even as interest rates climb.  
 

CONCLUSION 
 

The objective of this research is to analyze and evaluate the impact of financial structure 
while considering macroeconomic factors such as interest rates on business value and 
profitability. The analysis used TELKOM's financial statements from 2014 to 2024 as 
secondary data. The findings are expected to significantly contribute to existing research 
by identifying factors that influence TELKOM's corporate value and profitability. The 
study's results suggest that firm value is influenced by several factors, including firm size, 
leverage, liquidity, investment opportunities, efficiency, and profitability. However, 
interest rates and dividend policy do not significantly impact firm value. This strategic 
approach highlights that effective financial management can sustain firm value even as 
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interest rates rise. Investors tend to focus more on a company's ability to generate profits 
and make wise decisions on how those profits are utilized, even though dividend policies 
are often seen as enhancing a company's worth. 
 
As previously mentioned, TELKOM's 5BM strategic goal recognizes its substantial 
assets, but the company has not yet achieved significant profitability. TELKOM 
developed this strategy to enhance firm value. Additionally, the findings show that 
TELKOM must prioritize specific financial structures—such as firm size, solvability, 
liquidity, investment opportunities, efficiency, and profitability—in order to improve 
overall firm value. The author suggests several pathways to enhance the firm’s value, 
including maintaining the solvability ratio (debt to equity), streamlining costs to optimize 
firm size for maximum asset utilization, and promoting innovation in product development 
and sales growth, all of which are essential strategies for increasing firm worth. 
 
LIMITATION  
One limitation of this study is that, because the data in TELKOM's financial statements 
are quarterly or quarterly based, there are only 41 observations from 2014 to 2024. 
Moreover, only a small percentage of the TELKOM financial ratio data that is accessible 
on the official website is older than 2014. Furthermore, because TELKOM publishes 
official reports for the general public to view on a quarterly basis, it is not feasible to 
compile financial statement data. If consent is gained from the corporation under 
investigation, future research may benefit from the usage of monthly data. 
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