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Abstract

This study examines the effect of digital transformation strategies on the financial performance of PT Telkom
Indonesia during the period 2020-2024. Digital transformation in this study focuses on three main indicators, namely digital
capital expenditure, the number of new digital services launched, and business unit restructuring as part of organizational
adjustments to technological developments. The company's financial performance is measured using two main indicators,
namely net profit and Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA), which represent the
company's profitability and operational efficiency. This study uses a quantitative approach with multiple linear regression
analysis to examine the relationship between digital transformation variables and financial performance. The results show that
digital capital expenditure and digital service innovation have a positive and significant effect on EBITDA, indicating that
digital investment and new service development can improve the company's operational efficiency in the medium term.
Conversely, business unit restructuring shows a negative effect on EBITDA in the short term, which is thought to be due to
organizational adjustment and operational transition costs. However, the three digital transformation variables did not show
a significant effect on the company's net profit during the observation period. These findings confirm that the impact of digital
transformation strategies is more quickly reflected in increased operational efficiency than in the company's final profitability.
This research contributes to the development of managerial economics theory, particularly in the context of digital investment
decision-making, and provides practical implications for company management and policymakers in evaluating the
effectiveness of digitalization strategies in the telecommunications sector.
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1. Introduction

The rapid advancement of digital technology in the past decade has driven telecommunication companies
to undertake comprehensive business transformations. These transformations are not limited to the modernization
of technological infrastructure but also encompass organizational restructuring, service innovation, and changes
in investment strategies to meet the demands of the digital market.

In Indonesia, the government, through the Ministry of Communication and Information Technology
(Kominfo) and the National Development Planning Agency (Bappenas), has emphasized that the nation is entering
the era of the national digital economy, where information technology-based activities serve as the primary driver
of growth (Sambodo et al., 2022). This phase also marks the transition toward digital transformation within the
framework of the Fourth Industrial Revolution and is oriented toward Society 5.0, a period in which technology is
optimally utilized to enhance economic efficiency, social welfare, and the quality of human life. Hariyono et al.
(2024) argue that digital transformation in the context of Industry 4.0 and Society 5.0 is a strategic process that
integrates advanced technology with improvements in social well-being. Similarly, Wibowo (2023) explains that
Society 5.0 requires the integration of digital technology with enhancements in quality of life, so that ICT
investment and digital transformation strategies are expected not only to improve efficiency and productivity but
also to deliver broader social value.

Within this context, PT Telekomunikasi Indonesia (Persero) Thk (TELKOM), as a state-owned enterprise

in the telecommunications sector, has become one of the leading actors in Indonesia’s digital transformation. Since
2020, TELKOM has committed to accelerating digitalization through increased digital capital expenditure, the
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development of new digital services, and the restructuring of business units to strengthen its digital portfolio and
improve operational efficiency. This initiative is aligned with national policy directions outlined in the Indonesia
Digital Roadmap 2021-2024 and the Ministry of SOEs program “1,000 PLN-assisted MSMEs Ready to Go
Online” (PT PLN (Persero), 2022), which highlight the importance of digital transformation as a key driver of
economic growth and corporate competitiveness. Recent industry reports also confirm this trend. Warta Ekonomi
(2025) highlights that digital transformation in Indonesia’s financial sector has accelerated significantly, with
corporations recognized for their achievements in efficiency and innovation through the Indonesia Best Digital
Finance Awards 2025.

TELKOM’s transformation is not only strategic but can also be analyzed from the perspective of
managerial economics, a branch of applied economics that focuses on corporate decision-making based on data
and economic analysis. In this context, TELKOM’s decisions to allocate digital capital expenditure, launch new
digital services, and restructure business units represent the application of managerial economics principles aimed
at optimizing resources to achieve efficiency and profitability. Managerial economics assists management in
determining the optimal level of investment, minimizing costs, and maximizing profits based on market behavior
and financial conditions. Sulbahri & Putri (2025) found that digital transformation—reflected in the strengthening
of digital infrastructure, expansion of digital services, and adjustments to business models—is closely related to
the ability of telecommunication companies to maintain competitiveness and improve financial performance amid
changes in market structure.

Based on TELKOM’s internal data (2020-2024), significant dynamics occurred in variables related to
digital transformation, namely digital capital expenditure, the number of new digital services, and business unit
restructuring, in relation to financial performance measured by net profit and EBITDA.

Table 1. Digital Transformation and Financial Performance of PT Telkom Indonesia 2020-2024

Tahun|X: — Belanja Modal|X. -  Jumlah|Xs — Restrukturisasi Unit|Y: - Laba|Y. — EBITDA
Digital (Capex, Rp|Layanan  Digital|[Bisnis (Dummy: 0=Tidak,|Bersih (Rp|(Rp Miliar)
Triliun) Baru (Unit) 1=Ya) Miliar)

2020 |36,3 2 0 29.563 72.080

2021 (30,3 3 1 33.948 75.723

2022 |34,2 4 1 27.680 78.992

2023 |36,0 5 1 32.208 77.579

2024 38,1 6 1 30.743 75.579

Source: Telkom Indonesia (2020-2024)

The table shows that digital capital expenditure (X:) and the number of new digital services (X2) increased
annually, reflecting TELKOM s efforts to strengthen digital capacity and product innovation. Meanwhile, business
unit restructuring (Xs) began in 2021 and was consistently maintained until 2024 through the establishment of
subholdings such as Telkomsel Digital Ecosystem and Neutra DC Indonesia. On the other hand, net profit (Y1)
and EBITDA (Y>) fluctuated, suggesting that increased digital investment does not always immediately lead to
higher profitability in the short term. This phenomenon highlights the complexity of the relationship between
digital strategies and financial outcomes, which requires further investigation.

This study is supported by theories of digital transformation and financial performance proposed by
Bharadwaj et al. (2013), who argue that the adoption of digital technology can enhance competitive advantage if
effectively integrated with business strategy. Wahyudin et al. (2025) further emphasize that increased digital
investment positively influences operational efficiency and profitability, particularly in telecommunication
companies undergoing transformation toward a digital economy.
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Lantip & Daljono (2023) demonstrated that digital transformation in banking listed on the IDX positively
affects financial performance, with firm size acting as a moderating variable that strengthens the relationship.
Similarly, Putri et al. (2025) found that digital transformation, managerial capability, and R&D intensity
collectively contribute to optimizing corporate performance, while political connections may either strengthen or
weaken the effect depending on governance context. Dewi et al. (2025) also confirmed that digitalization of
financial management improves efficiency, decision-making accuracy, and transparency.

2. Literature Review

Digital transformation is widely recognized as a strategic imperative for firms in the telecommunications
sector. It integrates technological innovation, organizational restructuring, and investment strategies to enhance
competitiveness and financial performance (Bharadwaj et al., 2013; Porter & Heppelmann, 2015).

1) Digital Capital Expenditure (Digital Capex)

Digital capital expenditure refers to all corporate investments in the acquisition, development, and
maintenance of technology-based assets to support digital transformation. According to Kominfo (2021), digital
capex includes the construction of fiber optic networks, data centers, cloud computing, 10T systems, artificial
intelligence (Al), and information system management. These investments are considered strategic resources that
can provide sustainable competitive advantage.

Abdurrahman (2022) identifies digital capex as one of the primary inputs in the production function of
information technology-based firms. Digital capital expenditure is viewed as an addition to the stock of digital
assets that increases production capacity, process efficiency, and service quality. Telecommunication companies
that allocate larger digital capex tend to have stronger network capacity and better service quality. Thus, digital
capex contributes to operational efficiency, network expansion, and the creation of new digital services, ultimately
improving productivity and long-term financial performance.

2) Digital Service Innovation

The number of new digital services reflects the level of innovation and diversification within a company.
In the case of PT Telkom, services such as IndiHome, wifi.id, MyOrbit, the MyIndiHome application, and other
digital platforms are part of its digital transformation strategy to expand service coverage and increase customer
value. The addition of digital services and channels enhances accessibility and strengthens customer interaction.
This is evident when digital services simplify access, accelerate transactions, and increase demand (Lubis &
Syarvina, 2022).

From a financial performance perspective, the introduction of new digital services can improve net profit
through two mechanisms: (1) revenue growth from increased customers and service usage, and (2) operational
cost efficiency, as digital services typically have low marginal costs. Perdhiansyah & Kusuma (2024) found that
digitalization in cooperatives in Pontianak positively affected financial performance measured by ROA, ROE, and
BOPO. The more digital services utilized, the better the financial performance of the institution.

3) Business Unit Restructuring

Corporate restructuring is a set of activities designed to reorganize operational and financial structures so
that firms can adapt to dynamic business environments (Kartika & Hasibuan, 2025). In the digital era,
organizational restructuring not only involves reorganization of business units but also the integration of
technology and digitalization into business processes. Digital transformation becomes a critical component of
strategic restructuring, enabling firms to improve efficiency, service speed, and market reach.

Asari et al. (2019) note that restructuring can take various forms, such as ownership transformation,
changes in business combinations and assets, divestments, mergers, acquisitions, or strategic alliances—all aimed
at optimizing business structures and creating new synergies. Porter & Heppelmann (2015) show that well-planned
strategic restructuring has a direct impact on profitability, including improvements in net profit and EBITDA.
Thus, restructuring, especially when supported by digitalization, is an important step to strengthen competitiveness
and ensure sustainable financial performance.
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4) Net Profit

Net profit is the difference between resources entering the company in the form of revenue and gains, and
resources leaving in the form of expenses and losses during a given period. Revenue is derived from the company’s
main operational activities, while expenses represent all costs incurred to support those activities. Hence, net profit
is the primary indicator of profitability, reflecting the firm’s ability to create value for shareholders.

Kasmir (2018) explains that net profit represents the residual wealth truly available to owners after
deducting expenses and losses. Solihudin et al. (2022) emphasize that net profit reflects the effectiveness of a
company in managing revenues and expenses to generate optimal returns. In the digital industry, OJK (2022)
highlights that the expansion of digital services and technology-based operational efficiency significantly influence
net profit growth in telecommunication companies. This indicates that digitalization not only increases revenue
through service expansion but also reduces operational costs, thereby positively impacting net profit.

5) EBITDA (Earnings Before Interest, Taxes, Depreciation, and Amortization)

Conceptually, EBITDA is understood as operating profit generated before accounting for non-operational
expenses (interest and taxes) and non-cash expenses such as depreciation and amortization. Oktariyani (2019)
explains that EBITDA is used as a ratio to analyze operational profitability before the effects of financing decisions
and asset depreciation policies. Thus, EBITDA provides a clearer picture of core business performance, unaffected
by capital structure or accounting policies.

EBITDA is widely used in the telecommunications industry as an indicator of operational efficiency. It
offers a more objective view of operational performance since it excludes depreciation and amortization, which
are typically large due to infrastructure investments. Digital transformation contributes to higher EBITDA through
cost efficiency and revenue growth from digital services with higher margins. Furthermore, organizational
restructuring in Indonesian telecommunications companies has been shown to improve EBITDA by optimizing
cost structures and strengthening operational focus (Telkom Indonesia, 2020).

Hypothesis Development

Based on the theoretical framework and empirical evidence discussed above, the relationship between
digital transformation strategies and financial performance can be formulated into testable hypotheses:

H1: Digital capital expenditure (X:) has a positive effect on the financial performance of PT Telkom Indonesia.

H2: Digital service innovation (Xz) has a positive effect on the financial performance of PT Telkom Indonesia.

H3: Business unit restructuring (Xs) has a positive effect on the financial performance of PT Telkom Indonesia.
3. Research Methods

This study adopts a quantitative approach, which, according to Sugiyono (2014), is a research method
that relies heavily on numerical data throughout the research process, starting from data collection, interpretation,
and analysis, to drawing conclusions. The data used in this study were obtained from the official reports of PT
Telkom Indonesia for the period 2020-2025. These data were processed and analyzed using the SPSS application,
which provides outputs for descriptive statistics, correlation analysis, regression coefficients, and hypothesis
testing.

The analytical technique employed in this study is multiple linear regression analysis. As explained by
Ghozali and Kusumadewi (2023:61), multiple regression is a statistical method used to predict the value of a
dependent variable based on changes in two or more independent variables. This technique is particularly useful
for understanding the extent to which independent variables simultaneously influence the dependent variable.
Hypothesis testing was conducted using the t-test and F-test. Mayasari and Safina (2021) state that hypothesis
testing is a process to determine whether the observed data are sufficiently strong to support claims or assumptions
about a population, using statistical tests and a predetermined significance level of 5 percent (o = 0.05).
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In this study, the independent variables are defined as the digital transformation strategy, which is
measured by digital capital expenditure (Xi), the number of new digital services (X2), and business unit
restructuring (Xs). The dependent variables represent financial performance, measured by net profit (Y:) and
EBITDA (Y2). According to Sugiyono (2019:69), independent variables are those that influence or cause changes
in other variables, namely dependent variables, which in this case are indicators of financial performance.

The regression model used in this study is expressed as follows:

Y=B0+L1X1+B2X2+B3X3+e
Where:
Y represents financial performance (net profit or EBITDA),
B0 is the constant,
B1,2,83 are the regression coefficients,
X1is digital capital expenditure,
X2is the number of new digital services,
X3is business unit restructuring, and
€ is the error term
4. Result and Discussion
4.1 Results
1. Descriptive Statistics

Descriptive statistical analysis was conducted to understand the basic characteristics of each research

variable during the period 2020-2024. The following table presents the minimum, maximum, mean, and standard

deviation values of the five main variables.

Table 2. Descriptive Statistics of Research Variables

Variable N{[Minimum|Maximum|Mean Std. Deviation

Digital Capital Expenditure (Rp Trillion)|[5 |30.30 38.10 34.98 2.959

Number of New Digital Services (Unit) (5|2 6 4.00 1.581
Net Profit (Rp Billion) 527,680 (33,948 |30,828.40|2,406.042
EBITDA (Rp Billion) 51(72,080 ||78,992 75,990.60|2,601.213
Business Unit Restructuring (Dummy) (510 1 0.80 0.447

Source: Processed Data (SPSS Output)

The average digital capital expenditure (X:) was Rp34.98 trillion, showing Telkom’s consistent
investment in digital technology. The number of new digital services (Xz) averaged four units per year, reflecting
intensified service innovation. Business unit restructuring (Xs) was carried out almost every year (mean = 0.80),
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indicating consistent organizational strategy. Net profit (Y1) and EBITDA (Y:) remained relatively stable, with
EBITDA appearing more consistent as an indicator of operational efficiency. These findings are consistent with
Bharadwaj et al. (2013), who emphasize the importance of integrating digital technology into business strategy to
enhance competitiveness, and Kominfo (2021), which highlights digital capital expenditure as the foundation for
national economic transformation.

2. Correlation Analysis

Correlation analysis was conducted using Pearson correlation to examine the relationships among the
variables.

Table 3. Pearson Correlation Results

Variable Digital Capex||New Digital Services||Business Restructuring||Net Profit|EBITDA
Digital Capex 1 0.497 -0.249 -0.445  |-0.192
New Digital Services |(0.497 1 0.707 0.041 0.538
Business Restructuring||-0.249 0.707 1 0.294 0.840
Net Profit -0.445 0.041 0.294 1 -0.124
EBITDA -0.192 0.538 0.840 -0.124 |1

Source: Processed Data (SPSS Output)

The results show that business unit restructuring has the strongest positive correlation with EBITDA (r =
0.840), indicating that restructuring is closely associated with improvements in operational efficiency. The number
of new digital services also shows a moderate positive correlation with EBITDA (r = 0.538), suggesting that
service innovation contributes to efficiency gains. Conversely, digital capital expenditure exhibits a weak negative
correlation with both net profit (r = -0.445) and EBITDA (r = -0.192), implying that digital investments have not
yet produced immediate profitability in the short term.

3. Regression Analysis
3.1.1 Regression on Net Profit (Y1)

Table 4. Model Summary for Net Profit (Y1)

Model|[R R Square||Adjusted R Square|Std. Error of the Estimate

1 0.910/0.828  (0.313 1994.494

Table 5. ANOVA Results for Net Profit (Y1)

Source Sum of Squares||dfiMean Square ||F Sig.

Regression|[19,178,144.90 (3 |(6,392,714.967(1.607(0.512

Residual |[3,978,008.299 |1 |3,978,008.299
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Total 23,156,153.20 |14

Table 6. Regression Coefficients for Net Profit (Y1)

Variable B (Unstd.) ||Std. Error |Beta ||t Sig.

Constant 149,471.746|/59,560.645|- 2.510 ||0.241
Digital Capital Expenditure (X1)||-3,803.306 (1,903.407 ||-0.678|-1.998|0.295
New Digital Services (Xz) 9,075.631 ||4,878.815 (0.660 |1.860 ||0.314
Business Restructuring (Xs) -27,382.783/15,457.201|-0.509|-1.772||0.327

Source: Processed Data (SPSS Output)

The regression results indicate that none of the independent variables significantly affect net profit (p >
0.05). Digital capital expenditure and restructuring tend to reduce net profit, while service innovation shows a
positive direction, though not significant. This suggests that Telkom’s digital strategies have not yet translated into

short-term profitability.

3.2.1 Regression on EBITDA (Y2)

Table 7. Model Summary for EBITDA (Y2)

Model|[R R Square||Adjusted R Square

Std. Error of the Estimate

1 0.994/0.988  (0.953

586.412

Table 8. ANOVA Results for EBITDA (Y2)

Source Sum of Squares||df|Mean Square ||F Sig.

Regression|[13,396,836.

60 |13 ||4,465,612.200(12.991|0.000

Residual |[343,800.400 |1 |343,800.400

Total 13,740,637.

00 |14

Table 9. Regression Coefficients for EBITDA (Y2)

Variable B (Unstd.) |Std. Error|Beta |t Sig.

Constant 67,359.421 (1,747.211|- 38.547|(0.000
Digital Capital Expenditure (X1)(2,606.967 |524.000 ||0.976 4.976 ||0.001
New Digital Services (Xz) 6,704.375 |(11,361.000((0.963 ||4.926 (0.001
Business Restructuring (Xs) -26,704.0574,317.000(-0.993|-6.188 ||0.000
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Source: Processed Data (SPSS Output)

The regression results for EBITDA show that all three independent variables significantly affect
operational efficiency (p < 0.05). Digital capital expenditure and new digital services have positive and significant
effects, confirming that investment and innovation enhance efficiency. Business unit restructuring, however, has
a significant negative effect, reflecting short-term efficiency pressures due to transition and organizational
adjustment costs.

4.2 Discussion

The results of this study reveal differences in the influence of digital transformation strategies on two indicators
of PT Telkom Indonesia’s financial performance, namely net profit (Y:) and EBITDA (Y:). In the regression
analysis for net profit, the independent variables—digital capital expenditure (X1), number of new digital services
(X2), and business unit restructuring (Xs)—did not show statistically significant effects (p > 0.05). The direction
of the relationship indicates that digital capital expenditure and restructuring tend to reduce net profit, while the
number of new digital services shows a positive direction. This can be explained through managerial economics
theory, which suggests that large investments in digital technology often generate high costs in the early stages,
thereby preventing short-term profitability from increasing immediately (Solihudin et al., 2022). Organizational
restructuring also creates transitional costs that may temporarily reduce net profit (Kartika & Hasibuan, 2025).
Nevertheless, the positive direction of the number of new digital services supports the view that diversification of
digital services has the potential to increase revenue and improve operational cost efficiency (Lubis & Syarvina,
2022). Thus, although the regression results are not statistically significant, the direction of the relationship remains
consistent with the hypothesis that digital strategies can strengthen profitability in the long run.

In contrast, the regression analysis for EBITDA shows significant effects from all three independent
variables (p < 0.05). Digital capital expenditure and the number of new digital services have positive and
significant effects, while business unit restructuring has a negative and significant effect. This indicates that digital
investment and service innovation clearly improve the company’s operational efficiency. These findings are
consistent with Wahyudin et al. (2025), who emphasize that increased digital investment contributes to cost
efficiency and information transparency. Similarly, Bharadwaj et al. (2013) argue that the integration of digital
technology with business strategy enhances competitive advantage and operational efficiency. Meanwhile, the
negative effect of restructuring on EBITDA reflects short-term efficiency pressures caused by consolidation costs
and organizational adjustments. However, in the long run, restructuring remains necessary to strengthen the
company’s competitiveness (Porter & Heppelmann, 2015).

Overall, the findings of this study indicate that Telkom’s digital transformation strategies are more
quickly reflected in operational efficiency (EBITDA) than in final profitability (net profit). Digital investment and
service innovation have been proven to enhance efficiency, while restructuring imposes short-term negative
impacts. These findings support the national policy direction in the Indonesia Digital Roadmap 2021-2024
(Kominfo, 2021), which emphasizes the importance of digital investment as the foundation for technology-based
economic growth. Thus, Telkom’s strategy is aligned with the national policy framework, although its
effectiveness in improving profitability requires time and consistent implementation.

5. Conclusion

This study examined the effect of digital transformation strategies—digital capital expenditure (X:),
number of new digital services (Xz), and business unit restructuring (Xs)—on the financial performance of PT
Telkom Indonesia, measured by net profit (Y1) and EBITDA (Y2) during the period 2020—2024. The results show
that digital capital expenditure and business unit restructuring did not have a significant effect on net profit, while
the number of new digital services showed a positive but non-significant direction. These findings suggest that
large-scale digital investments and restructuring impose short-term costs that reduce profitability, whereas service
innovation has the potential to increase revenue and efficiency, although its impact on profitability requires time
to materialize. In contrast, the regression analysis for EBITDA demonstrates that all three independent variables
significantly affect operational efficiency. Digital capital expenditure and new digital services have positive and
significant effects, confirming that investment and innovation enhance efficiency. Business unit restructuring,
however, has a significant negative effect, reflecting short-term efficiency pressures due to transition and
organizational adjustment costs. Overall, the findings indicate that Telkom’s digital transformation strategies are
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more quickly reflected in operational efficiency (EBITDA) than in profitability (net profit). Based on these
findings, several suggestions can be made. First, PT Telkom Indonesia should continue to allocate substantial
digital capital expenditure, but management must carefully balance investment levels with profitability targets to
avoid excessive short-term financial burdens. Second, the company should intensify the development of new
digital services, as service innovation provides more immediate efficiency gains and strengthens customer
engagement. Third, organizational restructuring should be implemented gradually and strategically to minimize
transitional costs, while ensuring long-term competitiveness. For policymakers, the results highlight the
importance of supporting corporate digital transformation through regulatory frameworks and incentives that
reduce the financial risks of large-scale digital investments. For academics, this study contributes to the literature
on managerial economics and digital transformation by demonstrating the complex relationship between
investment, innovation, restructuring, and financial performance in the telecommunications sector.
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