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ABSTRACT

The purpose of this study was to analyze financial performance using the
Economic Value Added (EVA), Market Value Added (MVA), Financial Value
Added (FVA), and Refined Economic Value Added (REVA) methods in
telecommunications sector companies listed on the Stock Exchange of Indonesia
(IDX). This research method used quantitative data types and secondary data

sources obtained through the website at https://www.idx.co.id/. The data

presented on the website of each company were in the form of data on the
Financial Position Report (Balance Sheet) and the annual Profit and Loss Report
of the Telecommunication sub-sector companies already listed on the Indonesian
Stock Exchange. The results of this study demonstrated that a
telecommunications company had a positive EVA value, which meant that it had
succeeded in creating economic value. The three Telecommunication companies
had positive MVA values which meant that they provided added value through
market capitalization. Of the four telecommunications companies, a positive FVA
score showchased that the company's management had succeeded in providing
financial added value to the company. One of the four telecommunications

companies produced a positive REVA value which meant
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that there was more economic value after the company had paid all obligations to
the funders, both creditors and shareholders in the capital market.

Keywords: Financial Performance, Economic Value Added (EVA), Market
Value Added (MVA), Financial Value Added (FVA), Refined Economic Value
Added (REVA)

INTRODUCTION

Technological developments in Indonesia are currently progressing. One
of them is the existence of Smartphone technology and internet networks which
have reached the peak of 5 G. Apart from that, it can be seen from the level of
internet users in Indonesia in early 2022 as it reached 210 million people. Of this
number, the majority of users access the internet via cell phones to open social
media. The internet is dominated from the age of 13-18 years as much as 99.16%.
This has been revealed in the latest report entitled "Indonesian Internet Profile
2022" released by the Association of Indonesian Internet Service Providers
(APJIN). Based on the APJII report, the total population of Indonesia is currently
estimated to reach 272.68 million in 2021. This means that the internet
penetration rate in Indonesia in the period 2021 to the first quarter of 2022 reached
77.02%. The internet penetration rate increased from the beginning of 2019 to the
previous second quarter of 2020, which was 73.7%. During this period, it was
reported that there were 196.71 million Indonesians connected to the internet. In
2018, the number of internet users in Indonesia was
171.17 million, with a penetration of only 64.8%. Other main reasons for the users
connected to the internet fall into the following: (1) 92.21% to access
information/news; (2) To work or study from home by 90.21%; (3) To access
public services by 84.9%; (4) To use e-mail services by 80.7%; (5) To make
online transactions by 79%; (6) To access entertainment content by 77.25%; (7)
To access online transportation by 76.47%; (8) To access financial services as

much as 72.32% (www.kompas.com).
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Advances in technology and information can affect economic growth in
Indonesia. Companies need to develop effective strategies to survive in the
market. One way that can be done is to pay attention to the welfare of shareholders
or investors in terms of company value. An investor is someone who invests in a
company with the hope of getting a return on the invested capital. Company
capital basically comes from company owners and from creditors (Horton, 2022).

Companies that are oriented towards company progress must always
increase the quantity and quality of their business, so that they can get the
expected benefits. Management is required to be able to anticipate this condition
by always evaluating the condition of the company, especially from a financial
perspective because this is the key to a company's survival. The condition of the
company can also be monitored by analyzing the financial statements which
generally consist of a Statement of Financial Position, Income Statement or
Comprehensive Income Statement, Cash flow statement, and Statement of
Changes in Equity (Kieso et al., 2019).

The Statement of Financial Position presents information about
investments in the entity's resources, obligations to creditors, and owner's equity
which helps decision makers to predict big, time, and cash flow uncertainty. The
Profit and Loss Report is a report that measures the success of an entity's
operations over a period of time. The Statement of Changes in Equity presents
the amount of dividends distributed to owners and the value of dividends per
share. The Cash Flow Statement displays where cash is obtained from and where
cash is spent or being spent (Kieso et al., 2019).

Measurement of the company's financial performance is needed to
determine success in achieving these goals. Measurement of financial
performance based on financial reports is mostly done using financial ratios. The
advantage of this measurement is the ease of calculation as long as historical data

is available. While the weakness is that this method cannot



accurately measure company performance. This is because the data used is
accounting data which cannot be separated from the interpretation of estimates
which can result in various kinds of distortions so that the company's financial
performance is not measured precisely and accurately (Rahadjeng, 2019).

Analysis of company financial statements is generally used to measure
financial performance using conventional methods, namely financial ratio
analysis. In practice, although the financial ratio analysis used has quite a lot of
functions and uses for companies in making decisions, it does not mean that the
financial ratios had guaranteed 100% of the true financial conditions and position
(Yoshino & Taghizadeh-Hesary, 2019). The use of financial ratio analysis has a
major weakness, namely it does not pay attention to the risks faced by the
company by ignoring the cost of capital. Hence, to overcome the problems that
arise in measuring financial performance by using financial ratio analysis, the
thought of measuring financial performance based on value then has spawn (Choi
et al., 2021). EVA and MVA are used as a company performance appraisal
method, which focuses on creating corporate value and can help management to
find out what the actual cost of capital of the company and business is, so that the
net rate of return on capital is obtained and what the actual amount of capital
invested in the business can be revealed. Along with the Law No. 36/1999 on
telecommunications and a 2002 government regulation allowing foreign cellular
operators to enter the Indonesian market, the telecommunications industry in
Indonesia entered the telecommunications liberalization phase.

PT Telekomunikasi Indonesia Tbk encountered various obstacles due to
the COVID-19 pandemic; in fact, it was seen as an opportunity to accelerate
digital acceleration, by providing services and solutions in the field of information
and communication technology. As part of the components of the nation, Telkom
Group has the spirit to help the people and the Government of Indonesia in

dealing with the pandemic and getting back up to face the future.



Telkom Group provides various services and solutions to all customers and the
public with the support of digital connectivity infrastructure, digital platforms,
and digital services. Amidst various challenges throughout the year under review,
Telkom Group continues to expand and improve digital connectivity
infrastructure, strengthening digital platforms and developing various digital
services, to provide the best digital customer experience.

The telecommunications industry market players, which were initially only
PT Telkomsel Tbk and PT Indosat Tbk, currently has grown to ten operators,
namely: PT Telkomsel Thk, PT Indosat Thk, PT XL Axiata Tbk, PT Bakrie
Telecom Tbk, PT Mobile 8 Telecom Thbk, PT Natrindo Seluler Tbk, PT
Sampoerna Telekom Tbk, PT Pasifik Satellite Nusantara Tbk, PT Hutchison CP
Tbk, and PT Sinarmas Thk. Based on Statistics of the Directorate General of Post
and Telecommunication Semester 1l of 2009, five telecommunications
companies, namely PT Telkom Tbk, PT Indosat Thk, PT XL Axiata Tbk, PT
Bakrie Telecom Thk, PT Mobile 8 Telecom Thbk, currently controls almost 100%
of the cellular telephone industry market in Indonesia and is a company that has
gone public. Therefore, the company's responsibility increases, besides how to
maintain market share and even win the competition, companies are also
challenged to be able to increase the company's economic value for investors in
the capital market. To determine the company's ability to manage paid-up capital
by investors in increasing the company's economic value, It is necessary to
measure the company's performance. Various aspects need to be considered in
measuring this performance, especially the expectations of the parties who invest
the funds.

The average EVA value for the telecommunication industry in Indonesia
which is listed on the IDX for 2014-2018 is positive, which is IDR
1.306.424.783.653. Masyiyan and Isynuwardhana's (2020) research found that
the results of the MVA calculation, the significance value of the MVA variable

Is 0,091 > 0,05. Judging from the five telecommunications companies listed on



the Indonesia Stock Exchange from 2015-2020, all companies have positive
MVA values so that telecommunications companies for the 2015-2020 period
have succeeded in increasing company wealth. The purpose of this study is to
analyze financial performance using the Economic Value Added (EVA), Market
Value Added (MVA), Financial Value Added (FVA), and Refined Economic
Value Added (REVA) methods in telecommunications sector companies listed

on the Indonesia Stock Exchange.

LITERATURE REVIEW
This section sheds some lights on the theoretical concepts of several
variables incorporated into the present study. Such variables are composed of
financial statements, economic value added, market value added, financial value

added, and revined economic value added.

Financial statements

Financial Reports are reports that show the company's financial condition
at this time or in a certain period (Osadchy et al., 2018). Based on the description
above, it can be concluded that the Financial Report shows the company's current
condition, namely the company's financial condition on a certain date, and a
certain period.

Financial statements present information about entities which include:
assets, liabilities, equity, income and expenses including profits and losses,
contributions from and distributions to owners in their capacity as owners and
cash flows (Sonia et al., 2014). According to Grigoras-lchim et al. (2018), A
complete Financial Report usually includes a Statement of Financial Position, a
Profit and Loss Report, a Statement of Changes in Equity, and a Statement of
Cash Flows.

In general, financial reports are made with the aim of conveying

information to interested parties, both about the company's financial condition



and the company's performance during a certain period. According to Statement
of Financial Accounting Standards (PSAK) No. 1 (2015: 3), the purpose of
financial reports is to provide information about the financial position, financial
performance, and cash flows of entities that are useful to most report users in
making economic decisions.

Financial performance is work performance in the financial sector that has
been achieved by the company and is contained in the financial statements of the
company. The financial performance of a company can be assessed using
analytical tools (Cantele & Zardini, 2018).

Economic Value Added (EVA)

EVA is an estimate of economic profit for the year in question and is very
much different from accounting profit. EVA offers a fairly objective parameter
because it departs from the concept of the cost of capital, namely reducing profits
with the cost of capital. The burden of capital costs reflects the level of
compensation or return. Calculating Economic Value Added (EVA) uses the

following formula:

[ EVA = NOPAT - Charge ]

Information:
NOPAT: Net Operating Profit After Tax (After operating profit tax)
WACC: Weighted Average Cost of Capital (Average cost of capital weighted

average)

IC : Invested Capital

D - Capital level of debt

Rd : Percentage of cost of debt
E - Capital level of equity

Re : Percentage of cost of equity

Taxes : Percentage of tax rate



EVASs : Economic Value Added

Market Value Added (MVA)

MVA is the difference between the total market value of the company's
equity and the amount of equity capital invested by investors (Sonia et al., 2014).
Market Value Added is the difference between the company's market value and

the invested capital. The following is the formula for MVA:

[ Market Value Added = Market Value — Invested Capital ]

In this case, the measurements according to Rudianto (2013) as cited in
Moezaque and Daito (2020) are as follows:
MVA value > 0 or positive MVA shows management has succeeded in providing
added value through growth.
MVA value < 0 or negative MV A shows management is unable to provide added

value through the growth of the market capitalization value of the shares issued.

Financial Value Added (FVA)
FVA is a method for measuring company performance and added value.
This method considers the contribution of fixed assets in generating the

company's net profit (Olarewaju & Msomi, 2021). Here's the FVA formula:

[ FVA = NOPAT — (ED - D) ]

Information:

FVA : Financial Value Added

NOPAT : Net Operating Profit after Tax
ED : Equivalent Depreciation

TR : Total Resources



D : Depreciation

FVA value > 0 or positive FVA

Shows the company's management has succeeded in providing financial added
value to the company.

FVA value <0 or negative FVA

Shows there is no process of adding financial value to the company.

FVA value = 0 or breakeven point

Shows the management is not successful in providing added value or financial

reduction.

Refined Economic Value Added (REVA)

Considering stock market prices and abnormal returns formed by the
difference between stock returns and market returns, while EVA is based on share
value (Pinochi et al., 2019). The formula used to calculate Refined Economic
Value Added (REVA) is as follows:

[ REVAt = NOPATt — (MVt-1 x KW) ]

Information:
REVA't : Refined Economic Value Added in the t-period
NOPATt : Net Operating Profit After Tax in the t-period

MV t-1 : Market Value of the business entity in period t-1 (Market Value
of Equity).
Kw : The cost of capital is the cost of borrowing interest and fees equity

and calculated on a weighted average basis (WACC). Using the Refined
Economic Value Added (REVA) method can be interpreted as follows:
If REVA >0, this indicates that there has been a process of economic added value

for the company



If REVA <0, this indicates that the company does not process economic added
value or the company is unable to pay its obligations to funders.
If REVA =0, this indicates that there is no process of economic added value or

economic reduction.

A number of studies addressing similar variables of the present study have
been done. Nonetheless, such studies delved into the variables the variable of
financial statements, economic value added, market value added, financial value
added, and refined economic value added in separate ways. In terms of the
variable of financial statements, Ding et al. (2022) sought to see the extent to
which the teams of top management are interconnected to the comparability of
financial statement. Their study was conducted in the context of experienced
foreign CEOs or the so-called FCEOs. Their study revealed that financial and
accounting expertise, as well as international work experience, seem to strengthen
the link between FCEOs and the comparability of financial statement. As
economic policy uncertainty rises, the correlation between the two weakens.
Their study comes into a conclusion that financial reporting is a critical conduit
for understanding the connection between FCEOs and the comparability of
financial statement. Subsequently, Salijeni et al. (2021) executed a study on the
growth of Big Data and Analytics (BDA) tools as has been a significant
advancement in audit technology, along with how auditors are putting those tools
to use. The investigation of BDA users' interactions with the technology's features
during an audit draws on sociomateriality literature as well as observations,
documentary materials, and 25 semi-structured interviews with people actively
using BDA. Their research indicated that BDA features like scripts have enabled
widespread automation of audit procedures, opening up new possibilities for
broadening the breadth and depth of audit evidence. Their study concluded that
BDA has changed the way audit companies' various departments and service

offerings interact with one another and with clients.



In terms of the variable of economic value added, Kordalska and Olczyk
(2022) conducted a study to determine the factors that influence the development
of global value chains (GVCs) in a few chosen Central and Eastern European
(CEE) countries, with a focus on functional specialization (FS). They found a
novel FS pattern among subgroups of CEEs by combining data on jobs from the
World Input-Output Database. The global value chain (GVC) position of Poland
and Slovakia is unfavorable since they focus on low value-added fabrication.
They determined the elements responsible for the improvement of various forms
of FS in GVCs. The road to increased value- added in practically all business
activities is bolstered by the convergence of salaries in CEEs with those in
developed countries and by strong GVC backward connections. Subsequently,
(Yang, 2022) executed a study on testing the impacts of various trade standards
on China's value-added and total exports in global value chains by using a gravity
model. The study pointed to the fact that China's exports of both categories benefit
from harmonization with international norms. Therefore, the nation should not
skimp on enforcing regulations. Exports are more affected by mandatory criteria
than by voluntary ones. In addition, the trade-promoting impact of mandated
worldwide harmonized standards is stronger on overall exports than on exports
of value. Value-added exports are more negatively impacted by voluntary
country- specific requirements than overall exports. There is no statistically
significant effect of voluntary globally harmonized standards on either category
of exports.

In terms of the variable of market value added, Blind et al. (2018) analyzed
the influence of formal standards on commerce in global value chains (GVCs) in
Europe. Using a gravity model technique for panel data, they evaluated the effect
of national, European and worldwide standards on trade in value-added and gross
trade flows within Europe. They found that national standards on their own
restrict commerce in European value chains whereas European and international

standards stimulate trade. European standards have



stronger impact on commerce in inner-European value chains but international
standards have favorable effects on imports entering Europe from third nations.
European standards thereby eliminate knowledge asymmetries between market
participants in the value chains of the European Single Market. International
standards serve as a form of worldwide communication amongst international
trading partners. In addition, they discovered a favorable impact of an interaction
term Dbetween national and European standards in European value chains
demonstrating the significance of national standardizing. Subsequently, Lutz and
Tadesse (2017) conducted a study on exploring the difficulties encountered by
smallholder producer cooperatives from developing nations in their pursuit of
entry into agricultural global value chains. They evaluated the competitiveness
Issue caused by incorrect selection and a lack of dedication. The policy discussion
on farmers' market groups often assumes that open membership is more important
than selection. They contended that although open membership might succeed in
community-focused groups, it poses a serious problem for innovative farmer’s
market organizations.

In terms of the variable of financial value added, Mirza et al. (2019)
conducted a study to investigate, from the vantage point of a developing nation
that has adopted the full complement of IFRS, how the value relevance of
financial reporting has changed. Their study made use of the Ohlson pricing
model to ascertain whether or not financial statements are meaningful. Their
study demonstrated the importance of cash flow from operations in the Malaysian
Capital Market, whereas profits, book value of equity, and cash flow from
operations are all relevant for investment decision making in general. The
perceived management bias in reported profits and book value of equity in the
Malaysian Capital Market during the period 2012-2006 is at odds with the
justification supplied by conceptual framework for financial reporting about the
supremacy of earnings in investment decision making. The results of their study

have significant implications for regulators and local standards-setting bodies,



who may use this information to crack down on earnings management methods
and improve the reliability of general-purpose financial reporting by enhancing
the quality of profits and the book value of stock. Subsequently, Kaibuchi et al.
(2022) worked in the realm of managing financial risks, the Value-at-Risk (VaR)
as a common tool. VaR (value at risk) estimate for extreme loss return
distributions is an essential problem in financial applications from both
operational and regulatory viewpoints, with a lot of research focusing on
dynamically estimating extreme VaR based on recent history. As such their study
proposed GARCH-UGH (Unbiased Gomes-de Haan), a new two-step bias-
reduced estimation methodology for the estimation of one-step ahead dynamic
extreme VaR, in which financial returns are first filtered using an AR- GARCH
model, and then a bias-reduced estimator of extreme quantiles is applied to the
standardized residuals. Based on in-sample and out-of-sample backtesting of
historical daily returns on several financial time series, they found that GARCH-
UGH estimates of the dynamic extreme VaR are more accurate than those
obtained by historical simulation, conventional AR-GARCH filtering with
Gaussian or Student-t innovations, or AR-GARCH filtering with standard
extreme value estimates.

In terms of the variable of refined economic value added, Dewri (2022)
conducted research to (1) determine the relationship between corporate
governance, financial performance, and refined economic value added (REVA),
and (2) determine the degree to which these three factors converge in predicting
firm value (FV) and return on stock (RoS). The dataset of companies trading on
the Dhaka Stock Exchange between 2013 and 2018 was subjected to the GMM
estimator's methodology. The study’s results showed that FV and RoS are highly
correlated with CG, FP, and REVA traits. Adopting effective CG within company
management practice may greatly increase FP and continually provide positive
economic value for both enterprises and shareholders throughout the term, hence

enhancing FV and RoS. In addition, businesses that demonstrate



sustained increases in FV are in a position to pay out a healthy return on
investment (Rol) to their shareholders. Managers will be motivated to adopt
strong CG inside their businesses, and investors will have confirmation that the
company is maintaining healthy FP and continuing REVA growth.

Several studies presented above have contributed to providing rich
knowledge for the researcher of the present study because such studies have
addressed the present study’s variables in single ways. However, the above
studies are different form the current study. First, the above studies were
undertaken in other countries instead of Indonesia. The present study brings with
it a specific context of Indonesia. Second, the above studies only worked on the
variables addressed in the current studies in single ways. Nonetheless, the present
study incorporates the variables (financial statements, economic value added,
market value added, financial value added, and refined economic value added) all

at once into this study as the main orientation.

METHODOLOGY

This type of research is descriptive analysis with a quantitative approach.
The data sources used are secondary data, namely the percentage level of
financial inclusion in each province of Indonesia obtained from the Financial
Services Authority through the website www.ojk.go.id, the percentage of
poverty, unemployment, and GDP to measure economic growth by presenting
data covering each province in Indonesia published by the Central Statistics
Agency through the website www.bps.go.id. Data analysis and hypothesis
testing in this study used the Partial Least Square (PLS).

Object of research
The object of research in this research is a telecommunications sub- sector
service company that is registered as a public company (issuer) on the Indonesia

Stock Exchange (IDX). Telecommunications sub-sector companies
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are one of the most important industries in supporting the internet network in a

country.

Population and Population Sampling Procedure

The populations of this study are telecommunications companies listed on
the Indonesia Stock Exchange. The method of determining the sample in this
study is purposive sampling (intentional sampling).

Table 1. Sample Criteria

No. Sample Selection Criteria According to Does Not Meet
Criteria Criteria
Telecommunications Sector 5
t Companies Listed on the IDX .
5 Companies that publish audited 4 ]
financial statements
Telecommunications Sector
3. Companies Listed on the IDX 4 -
Become Cellular Operators
Incomplete
4.  Telecommunications Sector - 1
Companies for Research
Number of Companies Used 4
Total Data for 5 Years 20

Source: Author Processed Data (2022)

Based on the criteria that have been determined using the purposive
sampling method, the number of sample companies in this research object is 4
companies according to predetermined criteria. Hence, the samples used in this
study were 20 samples with annual reports.

Table 2 Research Sample

No Code Company name Sector
1 EXCL PT XL Axiata Thk Telecommunication




2 FREN PT Smartfren Telecom Tbk Telecommunication

3 ISAT PT Indosat Tbk Telecommunication
4 TLKM PT Telekomunikasi Indonesia Telecommunication
Tbk

Source: Data processed in 2022
The type of data used in this research is quantitative data. The data used
in this research is secondary data obtained through the
websitehttps://www.idx.co.id/, in the form of a Statement of Financial Position
(Balance Sheet) and a Profit and Loss Report, especially for telecommunications

companies listed on the Indonesian Stock Exchange.

Analysis Techniques

The technique for analyzing financial performance in this study is to use
the Economic Value Added (EVA), Market Value Added (MVA), Financial
Value Added (FVA), and Refined Economic Value Added (REVA) methods,
namely:
1. Economic Value Added(EVA)
According to Dewi (2017), the steps used in calculating EVA are as follows:
a. Net Operating Profit After Tax (NOPAT)

[ NOPAT = LabaBersih Setelah Pajak + BiayaBunga ]

b. Invested Capital (IC)

{ InvestedCapital = Total Hutang & Ekuites — Hutang Jonghke Pendek

c. Debt Capital Level (D)

TotalHutang
Tingkat Modal (D} = 100%

Total Hutang&Ekuitas x
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d. Cost of Debt or Cost of Debt (rd)
BiayaBunga J

BiayaHutang(rd) = mx 100%

e. Taxrate/ Tax (t)

I BebanPajak 100%
. tPai t =
ingkatPajak (t) Laba 5ehelumFﬂiﬂkx

f. Capital Level of Equity (E)

TotalEkuitas
Total Hutang&FE kuitas

{ TingkatModal dari Ekuitas (E} = = 1009

g. Cost of Equityor Cost of Equity (re)

LabaPer Lembar Saham (EPS)
Harga Saham

{ BiayaEkuitas (re) = x 100%

h. Weighted Average Cost of Capital (WACC)

[wacc = {(Dxrd(l — tax) + (Exre)} J

I. Capital Charges (CC)

[ Capital Charge = Invested Capital x WACC ]

J. Economic Value Added (EVA)

{ EVA = NOPAT — Capital Charge }

According to Gdémez-Bezares et al. (2017), to assess the financial
performance of a company with the EVA method can be grouped into 3 (three)
categories, namely:

1. IfEVA >0 or EVA is positive
The company's financial performance can be said to be good because the

company can add business value. In this case, employees are entitled to



bonuses, creditors still receive interest and shareholders can get returns equal
or more than what was invested.
2. IfFEVA=0

Economically "break even™ because all profits are used to pay obligations
to funders, both creditors and shareholders, so that employees do not get
bonuses, only salaries.
3. IFEVA <0 or EVA is negative

The company's financial performance is said to be unhealthy because the
company cannot provide added value. In this case employees cannot get
bonuses, it's just that creditors still get interest and shareholders don't get returns

commensurate with what they invested.

Market Value Added (MVA)
The steps used to calculate MVVA (Zavadskas et al., 2017) are as follows:
Market VValue (Market value)

Market Value =Stock Market Price x Number of Shares

L

b. Invested Capital (invested capital)

Invested Capital= Nominal Value x Number of Shares

c. Market Value Added (MVA)

Market Value Added = Market Value — Invested Capital

In this case, the measurements are as follows:
1. MVA value > 0 or positive MVA
Shows management has succeeded in providing added value through
the growth in market capitalization value of shares issued or the company

Is able to sell shares in the market at a premium price.



2. MVA value < 0 or negative MVA
Shows management is unable to provide added value through the
growth of the market capitalization value of the shares issued or the stock
price in the market below the book value (equity per share).
3. MVAvalue=0
It shows that management has failed to provide added or reduced
value through the growth of the market capitalization value of shares
because the stock price in the market is the same as the book value (equity

per share).

Financial Value Added (FVA)

According to Rodryguez, in Octaviani and Husaini (2017), the steps
used in the FVA calculation are as follows:
a. Net Operating Profit After Tax (NOPAT)

NOPAT = Net Profit After Tax + Interest Cost

b. Total Resources (TR)

TR = Long Term Debt (D) + Total Equity (E)

c. Equivalent Depreciation (ED)

ED = Weighted Average Cost of Capital (k) x TR

d. Financial Value Added (FVA)

FVA = NOPAT — (ED - D)

The measurement results using the Financial Value Added (FVA)

method (Octaviani & Husaini, 2017) can be interpreted as follows:



4. FVA value > 0 or positive FVA
Shows that the company's management has succeeded in providing
financial added value to the company or there is more finance when the
company's net profit is able to cover the Equivalent Depreciation (ED).
5. FVA value <0 or negative FVA
Shows that there is no process of financial added value for the
company or the company's net profit and depreciation are unable to cover
Equivalent Depreciation (ED).
6. FVA value = 0 or breakeven point
Shows that management has failed to provide added value or
financial reductions because the company's net profit and depreciation

have been used up to pay Equivalent Depreciation (ED).

Refined Economic Value Added (REVA)
The formula used to calculate Refined Economic Value Added (REVA)

(Octaviani & Husaini, 2017) is as follows:

REVAt = NOPAT t - (MV t-1 x Kw)

The measurement results using the Refined Economic Value Added

(REVA) method can be interpreted as follows:

1. If REVA > 0, this indicates that there has been a process of economic added
value for the company or that there is more economic value after the
company has paid all obligations to the funders, both creditors and
shareholders in the capital market.

2. If REVA <0, this indicates that there is no economic added value process
for the company or the company is unable to pay its obligations to the

funders, both creditors and shareholders in the capital market.



3. If REVA =0, this indicates that there is no process of economic added value
or economic reduction because profits have been used up to pay obligations

to funders, both creditors and shareholders in the capital market.

RESULT AND DISCUSSION
The telecommunications companies selected as samples in this study
include:

1. PT. XL Axiata Thk (EXCL)
PT. XL Axiata Tbk (formerly PT Excelcomindo Pratama Tbk) is a mobile
telecommunication operator company in Indonesia.

2. PT. Smartfren Telecom Thk (FREN)
PT Smartfren Telecom Tbk was established on December 2, 2002 under the
name PT Mobile-8 Telecom based on Deed No. 11 dated December 2, 2002.
PT Smartfren Telecom Tbk is one of the leading telecommunication service
providers in Indonesia. In 2015 Smartfren innovated by launching the first
commercial 4G LTE Advanced service in Indonesia.

3. PT Indosat Tbk (ISAT)

Established as a foreign capital company by the Indonesian government.
Commenced commercial operations in September 1969 to build transfer and
operate the International Telecommunications Satellite Organization, or Intelsat,
a ground station in Indonesia to access Intelsat of Indian Ocean Region
satellites.

4. PT Telekomunikasi Indonesia Thk (TLKM)

Telkom's majority shareholder is the Government of the Republic of
Indonesia with 52.09%, while the remaining 47.91% is controlled by the public.
Telkom shares are traded on the Indonesia Stock Exchange (IDX) with the code
"TLKM™" and the New York Stock Exchange (NYSE) with the code "TLK".



Economic Value Added (EVA) Calculation Results

The first step in determining EVA is finding net operating profit after tax.
Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded that
NOPAT is income before interest and tax (EBIT) adjusted for tax impact.
Following are the results of NOPAT.
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Figure 2. Chart Market Value Added (MVA) (In IDN)

Source: Data processed in 2022

The results of Market Value Added (MVA) research are in line with
Masyiyan and Isynuwardhana's (2020) study which determines that the MVA
value in each company still has negative and positive values. In companies that
produce a positive MVA value, it means that the company's management has
succeeded in providing added value through the growth of the market capitalist

value of the shares issued.

Financial Value Added (FVA) Calculation Results

The first step to determining FVVA is finding net operating profit after tax.
Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded



that NOPAT is income before interest and tax (EBIT) adjusted for tax impact.

Following are the results of the calculation of FVA.

Table 6. Financial Value Added (FVA) (In IDN)

CODE

2017 2018 2019 2020 2021

EXCL
FREN
ISAT

TLKM

18.592.453.381.891 25.424.742.660.075 22.945.239.362.615 34.988.912.187.688 32.318.537.174.115
13.955.201.633.196  12.228.564.573.029 11.388.950.913.335 21.792.850.251.042 20.783.335.628.765
20.708.077.341.973 20.357.786.244.802 35.503.950.196.509 27.980.072.436.540 31.369.050.027.658
69.674.460.007 64.546.831.017 67.841.739.994 80.640.533.029 90.746.596.714

Rp40.000.000.000.000

Rp30.000.000.000.000
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Figure 3. Chart Financial Value Added (FVA) (In IDN)

Source: Data Processed 2022

The results of Financial Value Added (FVA) research are in line with a
study conducted by Bayraktaroglu et al. (2019) which found that the FVA value
in each company still has negative and positive values. In companies that
produce a positive FVA value, it means that the company's management has
been able to create added financial value for the company or the company's net

profit and depreciation are able to cover Equivalent Depreciation.

Refined Calculation Results Economic Value Added (REVA)
The first step to determining REVA is finding net operating profit after
tax. Net Operating Profit After tax (NOPAT) is a measure of profit that does



not include the tax costs and benefits of debt financing. It can be concluded that

NOPAT is income before interest and tax (EBIT) adjusted for tax impact.

Following are the results of REVA.

Table 7. Refined Economic Value Added (REVA) (In rupiah)

CODE

2017 2018 2019 2020 2021

EXCL

FREN
ISAT

TLKM

(898.193.420.745)  (1.403.485.350.769) 1.045.042.053.623 3.554.539.617.440 2.614.575.765.514
3.272.547.199.794 4.626.824.507.733 2.904.069.087.972 1.277.801.484.901 (540.220.425.394)
1.627.683.127.606 121.188.267.780  17.164.876.477.116 1.282.952.284.288 7.020.433.499.586

(3.519.427.059.425)  (3.656.834.714.811) (2.631.501.427.737) (2.488.592.893.500) (2.837.361.088.982)

Source: Data processed in 2022

Rp20.000.000.000.000
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Rp5.000.000.000.000
Rp-
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Figure 4. Chart Refined Economic Value Added (REVA) (In IDN)

Source: Data Processed 2022

The results of Refined Economic Value Added (REVA) research are in

line with Geng et al. (2021) which determines that the REVA value in each

company still has negative and positive values. In companies that generate a

positive REVA value, it means that there has been a process of economic added

value for the company and more economic value after the company has paid all

obligations to creditor bank funders and shareholders in the capital market.



CONCLUSION

Based on the established procedural method, the company's financial
performance using the Economic Value Added (EVA) method is generated from
the EVA values for the 2017-2021 period for PT XL Axiata Tbk, PT Smartfren
Telecom Tbk, PT Indosat Tbk, and PT Telekomunikasi Indonesia Tbk. plus the
same economy and still fluctuating. The company's financial performance as
measured by the Market Value Added (MVA) approach is profitable for PT XL
Axiata Tbk, PT Indosat Thk, and PT Telekomunikasi Indonesia Tbk. PT
Smartfren Telecom Tbk has a negative market value added (MVA). A positive
MVA indicates that business management has succeeded in generating added
value. The company's financial performance uses the Financial Value Added
(FVA) method for the 2017-2021 period which has a positive value at PT XL
Axiata Tbk, PT Smartfren Telecom Tbk, PT Indosat Thk and PT
Telekomunikasi Indonesia Tbk. A positive FVA means that the company's
management has been able to create added financial value for the company or
the company's net profit and depreciation has been able to cover equivalent
depreciation. The company's financial performance uses the Refined Economic
Value Added (REVA) method for which has a positive value at PT Indosat Tbk.
Refined Economic Value Added (REVA) which has a negative value at PT XL
Axiata Tbk, PT Smartfren Telecom Tbk and PT Telekomunikasi Indonesia Tbk.
REVA which has a positive value has resulted in a process of economic added
value for the company and more economic value after the company has paid all

obligations to the funders, both creditors and shareholders.
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ABSTRACT

The purpose of this study was to analyze financial performance using the
Economic Value Added (EVA), Market Value Added (MVA), Financial Value
Added (FVA), and Refined Economic Value Added (REVA) methods in
telecommunications sector companies listed on the Stock Exchange of Indonesia
(IDX). This research method used quantitative data types and secondary data

sources obtained through the website at https://www.idx.co.id/. The data

presented on the website of each company were in the form of data on the
Financial Position Report (Balance Sheet) and the annual Profit and Loss Report
of the Telecommunication sub-sector companies already listed on the Indonesian
Stock Exchange. The results of this study demonstrated that a telecommunications
company had a positive EVA value, which meant that it had succeeded in creating
economic value. The three Telecommunication companies had positive MVA
values which meant that they provided added value through market capitalization.
Ofthe four telecommunications companies, a positive FVA score showchased that

the company's management had succeeded in providing
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financial added value to the company. One of the four telecommunications
companies produced a positive REVA value which meant that there was more
economic value after the company had paid all obligations to the funders, both
creditors and shareholders in the capital market.

Keywords: Financial Performance, Economic Value Added (EVA), Market VValue
Added (MVA), Financial Value Added (FVA), Refined Economic Value Added
(REVA)

INTRODUCTION

Technological developments in Indonesia are currently progressing. One of
them is the existence of Smartphone technology and internet networks which have
reached the peak of 5 G. Apart from that, it can be seen from the level of internet
users in Indonesia in early 2022 as it reached 210 million people. Of this number,
the majority of users access the internet via cell phones to open social media. The
internet is dominated from the age of 13-18 years as much as 99.16%. This has
been revealed in the latest report entitled "Indonesian Internet Profile 2022"
released by the Association of Indonesian Internet Service Providers (APJII).
Based on the APJII report, the total population of Indonesia is currently estimated
to reach 272.68 million in 2021. This means that the internet penetration rate in
Indonesia in the period 2021 to the first quarter of 2022 reached 77.02%. The
internet penetration rate increased from the beginning of 2019 to the previous
second quarter of 2020, which was 73.7%. During this period, it was reported that
there were 196.71 million Indonesians connected to the internet. In 2018, the
number of internet users in Indonesia was 171.17 million, with a penetration of
only 64.8%. Other main reasons for the users connected to the internet fall into
the following: (1) 92.21% to access information/news; (2) To work or study from
home by 90.21%; (3) To access public services by 84.9%; (4) To use e-mail
services by 80.7%; (5) To make online transactions by 79%; (6) To



access entertainment content by 77.25%; (7) To access online transportation by

76.47%; (8) To access financial services as much as 72.32% (www.kompas.com).

Advances in technology and information can affect economic growth in
Indonesia. Companies need to develop effective strategies to survive in the
market. One way that can be done is to pay attention to the welfare of shareholders
or investors in terms of company value. An investor is someone who invests in a
company with the hope of getting a return on the invested capital. Company
capital basically comes from company owners and from creditors (Horton, 2022)|
Companies that are oriented towards company progress must always
increase the quantity and quality of their business, so that they can get the
expected benefits. Management is required to be able to anticipate this condition
by always evaluating the condition of the company, especially from a financial
perspective because this is the key to a company's survival. The condition of the
company can also be monitored by analyzing the financial statements which
generally consist of a Statement of Financial Position, Income Statement or
Comprehensive Income Statement, Cash flow statement, and Statement of
Changes in Equity (Kieso et al., 2019).

The Statement of Financial Position presents information about investments
in the entity's resources, obligations to creditors, and owner's equity which helps
decision makers to predict big, time, and cash flow uncertainty. The Profit and
Loss Report is a report that measures the success of an entity's operations over a
period of time. The Statement of Changes in Equity presents the amount of
dividends distributed to owners and the value of dividends per share. The Cash
Flow Statement displays where cash is obtained from and where cash is spent or
being spent (Kieso et al., 2019).

Measurement of the company's financial performance is needed to
determine success in achieving these goals. Measurement of financial

performance based on financial reports is mostly done using financial ratios.
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ABSTRACT

The purpose of this study was to analyze financial performance using the
Economic Value Added (EVA), Market Value Added (MVA), Financial Value
Added (FVA), and Refined Economic Value Added (REVA) methods in
telecommunications sector companies listed on the Stock Exchange of Indonesia
(IDX). This research method used quantitative data types and secondary data

sources obtained through the website at https://www.idx.co.id/. The data

presented on the website of each company were in the form of data on the
Financial Position Report (Balance Sheet) and the annual Profit and Loss Report
of the Telecommunication sub-sector companies already listed on the Indonesian
Stock Exchange. The results of this study demonstrated that a
telecommunications company had a positive EVA value, which meant that it had
succeeded in creating economic value. The three Telecommunication companies
had positive MV A values which meant that they provided added value through
market capitalization. Of the four telecommunications companies, a positive FVA

score showchased that the company's management had succeeded in providing
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financial added value to the company. One of the four telecommunications
companies produced a positive REVA value which meant that there was more
economic value after the company had paid all obligations to the funders, both
creditors and shareholders in the capital market.

Keywords: Financial Performance, Economic Value Added (EVA), Market
Value Added (MVA), Financial Value Added (FVA), Refined Economic Value
Added (REVA)

INTRODUCTION

Technological developments in Indonesia are currently progressing. One
of them is the existence of Smartphone technology and internet networks which
have reached the peak of 5 G. Apart from that, it can be seen from the level of
internet users in Indonesia in early 2022 as it reached 210 million people. Of this
number, the majority of users access the internet via cell phones to open social
media. The internet is dominated from the age of 13-18 years as much as 99.16%.
This has been revealed in the latest report entitled "Indonesian Internet Profile
2022" released by the Association of Indonesian Internet Service Providers
(APJII). Based on the APJII report, the total population of Indonesia is currently
estimated to reach 272.68 million in 2021. This means that the internet
penetration rate in Indonesia in the period 2021 to the first quarter of 2022 reached
77.02%. The internet penetration rate increased from the beginning of 2019 to the
previous second quarter of 2020, which was 73.7%. During this period, it was
reported that there were 196.71 million Indonesians connected to the internet. In
2018, the number of internet users in Indonesia was 171.17 million, with a
penetration of only 64.8%. Other main reasons for the users connected to the
internet fall into the following: (1) 92.21% to access information/news; (2) To
work or study from home by 90.21%; (3) To access public services by 84.9%; (4)
To use e-mail services by 80.7%; (5) To make online transactions by 79%; (6) To



access entertainment content by 77.25%; (7) To access online transportation by

76.47%; (8) To access financial services as much as 72.32% (www.kompas.com).

Advances in technology and information can affect economic growth in
Indonesia. Companies need to develop effective strategies to survive in the
market. One way that can be done is to pay attention to the welfare of shareholders
or investors in terms of company value. An investor is someone who invests in a
company with the hope of getting a return on the invested capital. Company
capital basically comes from company owners and from creditors: A. Horton [1].
Companies that are oriented towards company progress must always
increase the quantity and quality of their business, so that they can get the
expected benefits. Management is required to be able to anticipate this condition
by always evaluating the condition of the company, especially from a financial
perspective because this is the key to a company's survival. The condition of the
company can also be monitored by analyzing the financial statements which
generally consist of a Statement of Financial Position, Income Statement or
Comprehensive Income Statement, Cash flow statement, and Statement of
Changes in Equity: D.E. Kieso, J.J. Weygandt, T.D. Warfield, I.M. Wiecek, B.J.
McConomy [2].

The Statement of Financial Position presents information about
investments in the entity's resources, obligations to creditors, and owner's equity
which helps decision makers to predict big, time, and cash flow uncertainty. The
Profit and Loss Report is a report that measures the success of an entity's
operations over a period of time. The Statement of Changes in Equity presents
the amount of dividends distributed to owners and the value of dividends per
share. The Cash Flow Statement displays where cash is obtained from and where
cash is spent or being spent: D.E. Kieso, J.J. Weygandt, T.D. Warfield, |.M.
Wiecek, B.J. McConomy [2].

Measurement of the company's financial performance is needed to

determine success in achieving these goals. Measurement of financial
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performance based on financial reports is mostly done using financial ratios. The
advantage of this measurement is the ease of calculation as long as historical data
Is available. While the weakness is that this method cannot accurately measure
company performance. This is because the data used is accounting data which
cannot be separated from the interpretation of estimates which can result in
various kinds of distortions so that the company's financial performance is not
measured precisely and accurately: E.R. Rahadjeng [3].

Analysis of company financial statements is generally used to measure
financial performance using conventional methods, namely financial ratio
analysis. In practice, although the financial ratio analysis used has quite a lot of
functions and uses for companies in making decisions, it does not mean that the
financial ratios had guaranteed 100% of the true financial conditions and position
N. Yoshino, F. Taghizadeh-Hesary [4]. The use of financial ratio analysis has a
major weakness, namely it does not pay attention to the risks faced by the
company by ignoring the cost of capital. Hence, to overcome the problems that
arise in measuring financial performance by using financial ratio analysis, the
thought of measuring financial performance based on value then has spawn: J.
Choi, A. Menon, H. Tabakovic [5]. EVA and MVA are used as a company
performance appraisal method, which focuses on creating corporate value and can
help management to find out what the actual cost of capital of the company and
business is, so that the net rate of return on capital is obtained and what the actual
amount of capital invested in the business can be revealed. Along with the Law
No. 36/1999 on telecommunications and a 2002 government regulation allowing
foreign cellular operators to enter the Indonesian market, the telecommunications

industry in Indonesia entered the telecommunications liberalization phase.
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Methods for Telecommunication Sub-Sector Companies Listed on the IDX

ABSTRACT

The purpose of this study was to analyze financial performance using the
Economic Value Added (EVA), Market Value Added (MVA), Financial Value
Added (FVA), and Refined Economic Value Added (REVA) methods in
telecommunications sector companies listed on the Stock Exchange of Indonesia
(IDX). This research method used quantitative data types and secondary data

sources obtained through the website at https://www.idx.co.id/. The data

presented on the website of each company were in the form of data on the
Financial Position Report (Balance Sheet) and the annual Profit and Loss Report
of the Telecommunication sub-sector companies already listed on the Indonesian
Stock Exchange. The results of this study demonstrated that a telecommunications
company had a positive EVA value, which meant that it had succeeded in creating
economic value. The three Telecommunication companies had positive MVA
values which meant that they provided added value through market capitalization.
Of the four telecommunications companies, a positive FVA score showchased
that the company's management had succeeded in providing financial added value
to the company. One of the four telecommunications companies produced a
positive REVA value which meant that there was more economic value after the
company had paid all obligations to the funders, both creditors and shareholders

in the capital market.
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AHanu3 GUHAHCOBOH JAeATEILHOCTH € UCNOJIb30BaHneM MeTo10B EVA,
MVA, FVA u REVA 111 koMnaHuii TeJIleKOMMYHHUKAMOHHOTO

CeKTOpPa, 3apPeruCTPUPOBAHHBIX HA

AHHOTAIIUA

Llenplo maHHOTO WCCIEAOBaHUS OBUI aHAMM3 (DMHAHCOBBIX IOKAa3aTeNeH ¢
HUCIIOIB30BAHUEM METOIOB DKOHOMHUYECKOH  n00aBIECHHOM
croumoctd (EVA), peiHOouHOH moGamieHHoM croumocTe (MVA), duHaHCOBON
nobasieHHol croumocT (FVA) ¥ yTOYHEHHOH 3KOHOMHYECKOW M00aBJICHHOM
croumoctd (REVA) B KOMIaHMSIX TEIEKOMMYHHMKAIIMOHHOTO CEKTOpa,
3apErUCTPUPOBAHHBIX Ha

(IDX). B paHHOM MeETOJE WCCIENOBAHUS HCIOIb30BAINUCH
KOJIMYECTBECHHBIC THUIIbI IAHHBIX U BTOPUYHBIC UCTOYHUKHU JaHHBIX, TMOJTYYCHHBIC
yepe3 BeO-caiT https://www.idX.co.id/. TanHble, mpeacTaBIeHHBIE HA
caifTe KaXIOW KOMIIaHHH, OBUIM B BHUJAE IAaHHBIX OTYeTa O (PUHAHCOBOM
nonoxkenuu (Balance Sheet) u romoBoro oryera 0 MPUOBUIAX H YOBITKAax
KOMITaHUH TeJIEeKOMMYHUKAITHOHHOTO H07CEKTOpa, 3apeTUCTPUPOBAHHBIX HA
WNHunonesuiickoit  QoumoBoii  Oupxe. PesynbraTel JaHHOTO HCCIEIOBaHHS
MokKasajii, 4YTO TCJICKOMMYHUKAIIMOHHAA KOMIIAaHUA HMEJIa IOJIOXKHUTEIIBHOC
3HaueHne EVA, 4To o3Havasno, 4To OHA Mpeycrena B CO3AaHNHA S3KOHOMUYECKOU
CTOUMOCTH. TpI/I TCJIICKOMMYHUKAIIUOHHBIE KOMIIAHUW HUMCJIU TTOJIOKHUTCIIBHOC
3HadeHne MVA, 4To 03HAYaII0, 9TO OHH OOECIICUHIIH T00aBICHHYIO CTOMMOCTD
32 CUCT PHIHOYHON KamuTamu3anud. V3 deThpexX TeleKOMMYHHUKAITHOHHBIX

KOMITAaHUW MOJIOKUTENBHBIA MOKa3aTellb
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FVA CBUACTCIILCTBOBAJI O TOM, YTO PYKOBOJACTBO KOMIIAHUH IPCYCIICIO B
obecriedeHnn (HUHAHCOBOW JOOABIIEHHOH cToMMOCTH KoMmanuu. OpmHa W3
YCThIPEX TEJICKOMMYHUKAITMOHHbBIX KOMIIAaHMM IIOKa3aja IIOJIOKHUTEJILHOE
3HA4YCHUC REVA, YTO O3HA4YAJIO YBCINYCHHUC SKOHOMHMYECKOM CTOMMOCTH MOCJIC
TOTrO, KaKk KOMIIaHHuA Bce 00s3aTeILCTBA
KaK KpeIuTopaM#, TaK 1 aKIIMOHEpaM
Knroueewvie cnoesa: (‘I)I/IHaHCOBI)Ie IIOKas3aTeir, 3KOHOMHUYCCKaA HO6aBJIeHHa$I
croumocth (EVA); peiHOUHas noOaBieHHass ctoumocth (MVA); dbuHaHCcOBas
nobasieHHas crouMocth (FVA); yToyHeHHas 3KOHOMHYECKas J0OaBICHHAS
croumocTh (REVA)
INTRODUCTION

Technological developments in Indonesia are currently progressing. One of
them is the existence of Smartphone technology and internet networks which have
reached the peak of 5 G. Apart from that, it can be seen from the level of internet
users in Indonesia in early 2022 as it reached 210 million people. Of this number,
the majority of users access the internet via cell phones to open social media. The
internet is dominated from the age of 13-18 years as much as 99.16%. This has
been revealed in the latest report entitled "Indonesian Internet Profile 2022"
released by the Association of Indonesian Internet Service Providers (APJII).
Based on the APJII report, the total population of Indonesia is currently estimated
to reach 272.68 million in 2021. This means that the internet penetration rate in
Indonesia in the period 2021 to the first quarter of 2022 reached 77.02%. The
internet penetration rate increased from the beginning of 2019 to the previous
second quarter of 2020, which was 73.7%. During this period, it was reported that
there were 196.71 million Indonesians connected to the internet. In 2018, the
number of internet users in Indonesia was
171.17 million, with a penetration of only 64.8%. Other main reasons for the users
connected to the internet fall into the following: (1) 92.21% to access

information/news; (2) To work or study from home by 90.21%; (3) To access



public services by 84.9%; (4) To use e-mail services by 80.7%; (5) To make online
transactions by 79%; (6) To access entertainment content by 77.25%; (7) To
access online transportation by 76.47%; (8) To access financial services as much

as 72.32% (www.kompas.com).

Advances in technology and information can affect economic growth in
Indonesia. Companies need to develop effective strategies to survive in the
market. One way that can be done is to pay attention to the welfare of shareholders
or investors in terms of company value. An investor is someone who invests in a
company with the hope of getting a return on the invested capital. Company
capital basically comes from company owners and from creditors: A. Horton [1].

Companies that are oriented towards company progress must always
increase the quantity and quality of their business, so that they can get the expected
benefits. Management is required to be able to anticipate this condition by always
evaluating the condition of the company, especially from a financial perspective
because this is the key to a company's survival. The condition of the company can
also be monitored by analyzing the financial statements which generally consist
of a Statement of Financial Position, Income Statement or Comprehensive Income
Statement, Cash flow statement, and Statement of Changes in Equity: D.E. Kieso,
J.J. Weygandt, T.D. Warfield, I.M. Wiecek, B.J. McConomy [2].

The Statement of Financial Position presents information about investments
in the entity's resources, obligations to creditors, and owner's equity which helps
decision makers to predict big, time, and cash flow uncertainty. The Profit and
Loss Report is a report that measures the success of an entity's operations over a
period of time. The Statement of Changes in Equity presents the amount of
dividends distributed to owners and the value of dividends per share. The Cash

Flow Statement displays where cash is obtained from and
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where cash is spent or being spent: D.E. Kieso, J.J. Weygandt, T.D. Warfield,
.M. Wiecek, B.J. McConomy [2].

Measurement of the company's financial performance is needed to
determine success in achieving these goals. Measurement of financial
performance based on financial reports is mostly done using financial ratios. The
advantage of this measurement is the ease of calculation as long as historical data
is available. While the weakness is that this method cannot accurately measure
company performance. This is because the data used is accounting data which
cannot be separated from the interpretation of estimates which can result in
various kinds of distortions so that the company's financial performance is not
measured precisely and accurately: E.R. Rahadjeng [3].

Analysis of company financial statements is generally used to measure
financial performance using conventional methods, namely financial ratio
analysis. In practice, although the financial ratio analysis used has quite a lot of
functions and uses for companies in making decisions, it does not mean that the
financial ratios had guaranteed 100% of the true financial conditions and position
N. Yoshino, F. Taghizadeh-Hesary [4]. The use of financial ratio analysis has a
major weakness, namely it does not pay attention to the risks faced by the
company by ignoring the cost of capital. Hence, to overcome the problems that
arise in measuring financial performance by using financial ratio analysis, the
thought of measuring financial performance based on value then has spawn: J.
Choi, A. Menon, H. Tabakovic [5]. EVA and MVA are used as a company
performance appraisal method, which focuses on creating corporate value and can
help management to find out what the actual cost of capital of the company and
business is, so that the net rate of return on capital is obtained and what the actual
amount of capital invested in the business can be revealed. Along with the Law
No. 36/1999 on telecommunications and a 2002 government  regulation

allowing foreign cellular operators to enter the



Indonesian market, the telecommunications industry in Indonesia entered the
telecommunications liberalization phase.

PT Telekomunikasi Indonesia Thk encountered various obstacles due to the
COVID-19 pandemic; in fact, it was seen as an opportunity to accelerate digital
acceleration, by providing services and solutions in the field of information and
communication technology. As part of the components of the nation, Telkom
Group has the spirit to help the people and the Government of Indonesia in dealing
with the pandemic and getting back up to face the future. Telkom Group provides
various services and solutions to all customers and the public with the support of
digital connectivity infrastructure, digital platforms, and digital services. Amidst
various challenges throughout the year under review, Telkom Group continues to
expand and improve digital connectivity infrastructure, strengthening digital
platforms and developing various digital services, to provide the best digital
customer experience.

The telecommunications industry market players, which were initially only
PT Telkomsel Tbk and PT Indosat Tbk, currently haves grown to ten operators,
namely: PT Telkomsel Tbk, PT Indosat Tbk, PT XL Axiata Thk, PT Bakrie
Telecom Tbk, PT Mobile 8 Telecom Tbk, PT Natrindo Seluler Tbhk, PT
Sampoerna Telekom Tbk, PT Pasifik Satellite Nusantara Tbk, PT Hutchison CP
Tbk, and PT Sinarmas Thk. Based on Statistics of the Directorate General of Post
and Telecommunication Semester 1l of 2009, five telecommunications
companies, namely PT Telkom Tbk, PT Indosat Thk, PT XL Axiata Thk, PT
Bakrie Telecom Tbk, PT Mobile 8 Telecom Thbk, currently controls almost 100%
of the cellular telephone industry market in Indonesia and is a company that has
gone public. Therefore, the company's responsibility increases, besides how to
maintain market share and even win the competition, companies are also
challenged to be able to increase the company's economic value for investors in
the capital market. To determine the company's ability to manage paid-up capital

by investors in increasing the company's economic value, it is necessary



to measure the company's performance. Various aspects need to be considered in
measuring this performance, especially the expectations of the parties who invest
the funds.

The average EVA value for the telecommunication industry in Indonesia
which is listed on the IDX for 2014-2018 is positive, which is IDR
1.306.424.783.653.” R.A. Masyiyan’s and D. Isynuwardhana’s research found
that the results of the MVA calculation, the significance value of the MVA
variable is 0,091 > 0,05 [6]. Judging from the five telecommunications companies
listed on the Indonesia Stock Exchange from 2015-2020, all companies have
positive MVA values so that telecommunications companies for the 2015-2020
period have succeeded in increasing company wealth. The purpose of this study
is to analyze financial performance using the Economic Value Added (EVA),
Market Value Added (MVA), Financial Value Added (FVA), and Refined
Economic Value Added (REVA) methods in telecommunications sector

companies listed on the Indonesia Stock Exchange.

LITERATURE REVIEW
This section sheds some lights on the theoretical concepts of several
variables incorporated into the present study. Such variables are composed of
financial statements, economic value added, market value added, financial value

added, and revined economic value added.

Financial statements

Financial Reports are reports that show the company's financial condition
at this time or in a certain period: E.A. Osadchy, E.M. Akhmetshin, E.F. Amirova,
T.N. Bochkareva, Y. Gazizyanova, A.V. Yumashev [7]. Based on the description
above, it can be concluded that the Financial Report shows the company's current
condition, namely the company's financial condition on a certain date, and a

certain period.
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Financial statements present information about entities which include:
assets, liabilities, equity, income and expenses including profits and losses,
contributions from and distributions to owners in their capacity as owners and
cash flows: R. Bergitta Sonia, Z.A. Zahroh, D.F. Azizah [8]. According to C.E.
Grigoras-Ichim, C.G. Cosmulese, D. Savchuk, A. Zhavoronok, A complete
Financial Report usually includes a Statement of Financial Position, a Profit and
Loss Report, a Statement of Changes in Equity, and a Statement of Cash Flows
[9].

In general, financial reports are made with the aim of conveying
information to interested parties, both about the company's financial condition and
the company's performance during a certain period. According to Statement of
Financial Accounting Standards (PSAK) No. 1 (2015: 3), the purpose of financial
reports is to provide information about the financial position, financial
performance, and cash flows of entities that are useful to most report users in
making economic decisions.

Financial performance is work performance in the financial sector that has
been achieved by the company and is contained in the financial statements of the
company. The financial performance of a company can be assessed using
analytical tools S. Cantele, A. Zardini [10].

Economic Value Added (EVA)

EVA is an estimate of economic profit for the year in question and is very
much different from accounting profit. EVA offers a fairly objective parameter
because it departs from the concept of the cost of capital, namely reducing profits
with the cost of capital. The burden of capital costs reflects the level of
compensation or return. Calculating Economic Value Added (EVA) uses the

following formula:

[ EVA =NOPAT - Charge J




Information: Formatted: Highlight
NOPAT: Net Operating Profit After Tax (After operating profit tax)
WACC: Weighted Average Cost of Capital (Average cost of capital weighted

average)

IC : Invested Capital

D : Capital level of debt

Rd : Percentage of cost of debt

E : Capital level of equity

Re : Percentage of cost of equity
Taxes : Percentage of tax rate
EVAs : Economic Value Added

Market Value Added (MVA)

MVA is the difference between the total market value of the company'’s
equity and the amount of equity capital invested by investors R. Bergitta Sonia,
Z.A. Zahroh, D.F. Azizah [8]. Market Value Added is the difference between the
company'’s market value and the invested capital. The following is the formula
for MVA:

[ Market Value Added = Market Value — Invested Capital ]

In this case, the measurements according to Rudianto as cited in D.L.
Moezaque, A. Daito [11] are as follows:
MVA value > 0 or positive MVA shows management has succeeded in providing
added value through growth.
MVA value < 0 or negative MVVA shows management is unable to provide added

value through the growth of the market capitalization value of the shares issued.



Financial Value Added (FVA)

FVA is a method for measuring company performance and added value.
This method considers the contribution of fixed assets in generating the
company'’s net profit O.M. Olarewaju, T.S. Msomi [12]. Here's the FVA

formula:

[ FVA =NOPAT — (ED - D) ]

Information:
FVA : Financial VValue Added
NOPAT : Net Operating Profit after Tax

ED : Equivalent Depreciation
TR : Total Resources
D : Depreciation

FVA value > 0 or positive FVA

Shows the company's management has succeeded in providing financial added
value to the company.

FVA value < 0 or negative FVA

Shows there is no process of adding financial value to the company.

FVA value = 0 or breakeven point

Shows the management is not successful in providing added value or financial

reduction.

Refined Economic Value Added (REVA)

Considering stock market prices and abnormal returns formed by the
difference between stock returns and market returns, while EVA is based on share
value M. Pinochi, F. Fais, M [13]. The formula used to calculate Refined
Economic Value Added (REVA) is as follows:

[ REVAt=NOPATt- (MVt-1x KW) J

Formatted: Highlight



Information:
REVAt : Refined Economic Value Added in the t-period
NOPAT t : Net Operating Profit After Tax in the t-period

MV t-1 : Market Value of the business entity in period t-1 (Market Value
of Equity).
Kw : The cost of capital is the cost of borrowing interest and fees equity

and calculated on a weighted average basis (WACC). Using the Refined
Economic Value Added (REVA) method can be interpreted as follows:

If REVA > 0, this indicates that there has been a process of economic added value
for the company

If REVA < 0, this indicates that the company does not process economic added
value or the company is unable to pay its obligations to funders.

If REVA = 0, this indicates that there is no process of economic added value or

economic reduction.

A number of studies addressing similar variables of the present study have
been done. Nonetheless, such studies delved into the variables the variable of
financial statements, economic value added, market value added, financial value
added, and refined economic value added in separate ways. In terms of the
variable of financial statements, N. Ding, I. Ullah, K. Jebran sought to see the
extent to which the teams of top management are interconnected to the
comparability of financial statement [14]. Their study was conducted in the
context of experienced foreign CEOs or the so-called FCEOs. Their study
revealed that financial and accounting expertise, as well as international work
experience, seem to strengthen the link between FCEOs and the comparability of
financial statement. As economic policy uncertainty rises, the correlation between

the two weakens. Their study comes into a conclusion that financial



reporting is a critical conduit for understanding the connection between FCEOs
and the comparability of financial statement. Subsequently, G. Salijeni, A.
Samsonova-Taddei, and S. Turley executed a study on the growth of Big Data and
Analytics (BDA) tools as has been a significant advancement in audit technology,
along with how auditors are putting those tools to use [15]. The investigation of
BDA users' interactions with the technology's features during an audit draws on
sociomateriality literature as well as observations, documentary materials, and 25
semi-structured interviews with people actively using BDA. Their research
indicated that BDA features like scripts have enabled widespread automation of
audit procedures, opening up new possibilities for broadening the breadth and
depth of audit evidence. Their study concluded that BDA has changed the way
audit companies' various departments and service offerings interact with one
another and with clients.

In terms of the variable of economic value added, A. Kordalska and M.
Olczyk conducted a study to determine the factors that influence the development
of global value chains (GVCs) in a few chosen Central and Eastern European
(CEE) countries, with a focus on functional specialization (FS) [16]. They found
a novel FS pattern among subgroups of CEEs by combining data on jobs from the
World Input-Output Database. The global value chain (GVC) position of Poland
and Slovakia is unfavorable since they focus on low value-added fabrication. They
determined the elements responsible for the improvement of various forms of FS
in GVCs. The road to increased value-added in practically all business activities
is bolstered by the convergence of salaries in CEEs with those in developed
countries and by strong GVC backward connections. Subsequently, Yang L
executed a study on testing the impacts of various trade standards on China's
value-added and total exports in global value chains by using a gravity model [17].
The study pointed to the fact that China's exports of both categories benefit from
harmonization with international norms. Therefore, the nation should not skimp

on enforcing



regulations. Exports are more affected by mandatory criteria than by voluntary
ones. In addition, the trade-promoting impact of mandated worldwide
harmonized standards is stronger on overall exports than on exports of value.
Value-added exports are more negatively impacted by voluntary country-
specific requirements than overall exports. There is no statistically significant
effect of voluntary globally harmonized standards on either category of exports.
In terms of the variable of market value added, K. Blind, A. Mangelsdorf,

C. Niebel, F. Ramel analyzed the influence of formal standards on commerce in
global value chains (GVCs) in Europe [18]. Using a gravity model technique for
panel data, they evaluated the effect of national, European and worldwide
standards on trade in value-added and gross trade flows within Europe. They
found that national standards on their own restrict commerce in European value
chains whereas European and international standards stimulate trade. European
standards have stronger impact on commerce in inner-European value chains but
international standards have favorable effects on imports entering Europe from
third nations. European standards thereby eliminate knowledge asymmetries
between market participants in the value chains of the European Single Market.
International standards serve as a form of worldwide communication amongst
international trading partners. In addition, they discovered a favorable impact of
an interaction term between national and European standards in European value
chains demonstrating the significance of national standardizing. Subsequently, C.
Lutz and G. Tadesse conducted a study on exploring the difficulties encountered
by smallholder producer cooperatives from developing nations in their pursuit of
entry into agricultural global value chains [19]. They evaluated the
competitiveness issue caused by incorrect selection and a lack of dedication. The
policy discussion on farmers' market groups often assumes that open membership
is more important than selection. They contended that although open membership

might succeed in community-



focused groups, it poses a serious problem for innovative farmer’s market
organizations.

In terms of the variable of financial value added, A. Mirza, M. Malek,
M.A. Abdul-Hamid conducted a study to investigate, from the vantage point of a
developing nation that has adopted the full complement of IFRS, how the value
relevance of financial reporting has changed [20]. Their study made use of the
Ohlson pricing model to ascertain whether or not financial statements are
meaningful. Their study demonstrated the importance of cash flow from
operations in the Malaysian Capital Market, whereas profits, book value of equity,
and cash flow from operations are all relevant for investment decision making in
general. The perceived management bias in reported profits and book value of
equity in the Malaysian Capital Market during the period 2012-2006 is at odds
with the justification supplied by conceptual framework for financial reporting
about the supremacy of earnings in investment decision making. The results of
their study have significant implications for regulators and local standards-setting
bodies, who may use this information to crack down on earnings management
methods and improve the reliability of general-purpose financial reporting by
enhancing the quality of profits and the book value of stock. Subsequently, H.
Kaibuchi, Y. Kawasaki, and G. Stupfler worked in the realm of managing
financial risks, the Value-at-Risk (VaR) as a common tool. VaR (value at risk)
estimate for extreme loss return distributions is an essential problem in financial
applications from both operational and regulatory viewpoints, with a lot of
research focusing on dynamically estimating extreme VaR based on recent
history. As such, their study proposed GARCH-UGH (Unbiased Gomes-de
Haan), a new two-step bias-reduced estimation methodology for the estimation of
one-step ahead dynamic extreme VaR, in which financial returns are first filtered
using an AR-GARCH model, and then a bias-reduced estimator of extreme
quantiles is applied to the standardized residuals. Based on in-sample and out-of-

sample backtesting of historical daily



returns on several financial time series, they found that GARCH-UGH estimates
of the dynamic extreme VaR are more accurate than those obtained by historical
simulation, conventional AR-GARCH filtering with Gaussian or Student-t
innovations, or AR-GARCH filtering with standard extreme value estimates [21].

In terms of the variable of refined economic value added, L.VV. Dewri
conducted research to (1) determine the relationship between corporate
governance, financial performance, and refined economic value added (REVA),
and (2) determine the degree to which these three factors converge in predicting
firm value (FV) and return on stock (RoS). The dataset of companies trading on
the Dhaka Stock Exchange between 2013 and 2018 was subjected to the GMM
estimator's methodology. The study’s results showed that FV and RoS are highly
correlated with CG, FP, and REVA traits. Adopting effective CG within company
management practice may greatly increase FP and continually provide positive
economic value for both enterprises and shareholders throughout the term, hence
enhancing FV and RoS. In addition, businesses that demonstrate sustained
increases in FV are in a position to pay out a healthy return on investment (Rol)
to their shareholders. Managers will be motivated to adopt strong CG inside their
businesses, and investors will have confirmation that the company is maintaining
healthy FP and continuing REVA growth [23].

Several studies presented above have contributed to providing rich
knowledge for the researcher of the present study because such studies have
addressed the present study’s variables in single ways. However, the above studies
are different form the current study. First, the above studies were undertaken in
other countries instead of Indonesia. The present study brings with it a specific
context of Indonesia. Second, the above studies only worked on the variables
addressed in the current studies in single ways. Nonetheless, the present study

incorporates the variables (financial statements, economic value



added, market value added, financial value added, and refined economic value

added) all at once into this study as the main orientation.

METHODOLOGY

This type of research is descriptive analysis with a quantitative approach.
The data sources used are secondary data, namely the percentage level of
financial inclusion in each province of Indonesia obtained from the Financial
Services Authority through the website www.ojk.go.id, the percentage of
poverty, unemployment, and GDP to measure economic growth by presenting
data covering each province in Indonesia published by the Central Statistics
Agency through the website www.bps.go.id. Data analysis and hypothesis

testing in this study used the Partial Least Square (PLS).

Object of research

The object of research in this research is a telecommunications sub- sector
service company that is registered as a public company (issuer) on the Indonesia
Stock Exchange (IDX). Telecommunications sub-sector companies are one of

the most important industries in supporting the internet network in a country.

Population and Population Sampling Procedure

The populations of this study are telecommunications companies listed on
the Indonesia Stock Exchange. The method of determining the sample in this
study is purposive sampling (intentional sampling).

Table 1. Sample Criteria

No. Sample Selection Criteria According to Does Not Meet
Criteria Criteria
Telecommunications Sector 5

Companies Listed on the IDX


http://www.ojk.go.id/
http://www.bps.go.id/

Companies that publish audited 4

z financial statements )
Telecommunications Sector
3. Companies Listed on the IDX 4 -
Become Cellular Operators
Incomplete
4. Telecommunications Sector - 1
Companies for Research
Number of Companies Used 4
Total Data for 5 Years 20

Source: Author Processed Data (2022)

Based on the criteria that hasve been determined using the purposive
sampling method, the number of sample companies in this research object is 4
companies according to predetermined criteria. Hence, the samples used in this
study were 20 samples with annual reports.

Table 2 Research Sample

No Code Company name Sector

1 EXCL PT XL Axiata Thk Telecommunication
2 FREN PT Smartfren Telecom Tbk Telecommunication
3 ISAT PT Indosat Thk Telecommunication
4 TLKM PT Telekomunikasi Indonesia Telecommunication

Tbk

Source: Data processed in 2022

The data used
in this research is secondary data obtained through the
websitehttps://www.idx.co.id/, in the form of a Statement of Financial Position
(Balance Sheet) and a Profit and Loss Report, especially for telecommunications

companies listed on the Indonesian Stock Exchange.

Analysis Techniques


https://www.idx.co.id/

The technique for analyzing financial performance in this study is to use
the Economic Value Added (EVA), Market Value Added (MVA), Financial
Value Added (FVA), and Refined Economic Value Added (REVA) methods,
namely:

1. Economic Value Added(EVA)
According to M. Dewi [23], the steps used in calculating EVA are as follows:
a. Net Operating Profit After Tax (NOPAT)

[ NOPAT = LabaBersih Setelah Pajak + BiayaBunga

b. Invested Capital (IC)

[ InvestedCapital = Total Hutang & Ekuitas — Hutang Janghka Pendek

c. Debt Capital Level (D)

Tinekat Modal (D TotalHutang 100
) t =
ingkat Modal (D) Tl:htﬂlHutﬂrlgSaEkuitﬂsx %

d. Cost of Debt or Cost of Debt (rd)

. _ BiayaBunga
BiayaHutang(rd) = Total Hutangx 100% J
e. Taxrate/ Tax ()
BebanPajak
TingkatPajak (t) = ————————x 100%

Laba SebelumPajak

f. Capital Level of Equity (E)

TotalEkuitas
Total Hutang&E kuitas

L TingkatModal dari Ekuitas (E) = x 100%

g. Cost of Equityor Cost of Equity (re)

LabaPer Lembar Saham (EPS)
BiayaEkuitas (re) = m Sah x 100%
arga Saham

Formatted: Highlight
Formatted: Highlight



h. Weighted Average Cost of Capital (WACC)

[ WACC = {(Dx rd (1 — tax) + (Exre)} ]

i. Capital Charges (CC)

[ Capital Charge = Invested Capital x WACC ]

j. Economic Value Added (EVA)

[ EVA = NOPAT — Capital Charge J

According to F. Gomez-Bezares, W. Przychodzen, J. Przychodzen [24],
to assess the financial performance of a company with the EVA method can be
grouped into 3 (three) categories, namely

1. If EVA >0 or EVA is positive

The company”s financial performance can be said to be good because the
company can add business value. In this case, employees are entitled to bonuses,
creditors still receive interest and shareholders can get returns equal or more
than what was invested.

2. IfEVA=0

Economically ““break even™’ because all profits are used to pay
obligations to funders, both creditors and shareholders, so that employees do not
get bonuses, only salaries.

3. If EVA <0 or EVA is negative

The company"s financial performance is said to be unhealthy because the
company cannot provide added value. In this case employees cannot get bonuses,
it’s just that creditors still get interest and shareholders don"t get returns

commensurate with what they invested.

Formatted: English (United States)
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Market Value Added (MVA)

The steps used to calculate MVA, according to E.K. Zavadskas, R.
Bausys, A. Kaklauskas, I. Ubarte, A. Kuzminske, and N. Gudiene [25] are as
follows:

a. Market Value (Market value)

Market Value =Stock Market Price x Number of Shares

b. Invested Capital (invested capital)

Invested Capital= Nominal Value x Number of Shares

¢. Market Value Added (MVA)

Market Value Added = Market Value — Invested Capital

In this case, the measurements are as follows:
1. MVA value > 0 or positive MVA
Shows management has succeeded in providing added value through
the growth in market capitalization value of shares issued or the company is
able to sell shares in the market at a premium price.
2. MVA value < 0 or negative MVA
Shows management is unable to provide added value through the
growth of the market capitalization value of the shares issued or the stock
price in the market below the book value (equity per share).
3. MVAvalue =0
It shows that management has failed to provide added or reduced
value through the growth of the market capitalization value of shares
because the stock price in the market is the same as the book value (equity

per share).



Financial Value Added (FVA)

According to Rodryguez, in A. Octaviani, A. Husaini [26], the steps
used in the FVA calculation are as follows:
a. Net Operating Profit After Tax (NOPAT)

NOPAT = Net Profit After Tax + Interest Cost

b. Total Resources (TR)

TR = Long Term Debt (D) + Total Equity (E)

¢. Equivalent Depreciation (ED)

ED = Weighted Average Cost of Capital (k) x TR

d. Financial Value Added (FVA)

FVA = NOPAT — (ED - D)

The measurement results using the Financial Value Added (FVA)
method, as suggested by A. Octaviani and A. Husaini [26] can be
interpreted as follows:

4. FVA value > 0 or positive FVA

Shows that the company'’s management has succeeded in providing
financial added value to the company or there is more finance when the
company'’s net profit-is able to cover the Equivalent Depreciation (ED).

5. FVA value < 0 or negative FVA



Shows that there is no process of financial added value for the
company or the company'’s net profit and depreciation are unable to cover
Equivalent Depreciation (ED).

6. FVA value = 0 or breakeven point

Shows that management has failed to provide added value or

financial reductions because the company'’s net profit and depreciation

have been used up to pay Equivalent Depreciation (ED).

Refined Economic Value Added (REVA)
The formula used to calculate Refined Economic Value Added (REVA),
as suggested by A. Octaviani and A. Husaini [26] is as follows:

REVA t=NOPAT t - (MV t-1 x Kw)

The measurement results using the Refined Economic Value Added

(REVA) method can be interpreted as follows:

1. If REVA > 0, this indicates that there has been a process of economic added
value for the company or that there is more economic value after the
company has paid all obligations to the funders, both creditors and
shareholders in the capital market.

2. If REVA < 0, this indicates that there is no economic added value process
for the company or the company is unable to pay its obligations to the
funders, both creditors and shareholders in the capital market.

3. If REVA =0, this indicates that there is no process of economic added value
or economic reduction because profits have been used up to pay obligations

to funders, both creditors and shareholders in the capital market.

RESULT AND DISCUSSION



The telecommunications companies selected as samples in this study
include:

1. PT. XL Axiata Thk (EXCL)
PT. XL Axiata Tbhk (formerly PT Excelcomindo Pratama Tbk) is a mobile
telecommunication operator company in Indonesia.

2. PT. Smartfren Telecom Tbhk (FREN)
PT Smartfren Telecom Tbk was established on December 2, 2002 under the
name PT Mobile-8 Telecom based on Deed No. 11 dated December 2, 2002.
PT Smartfren Telecom Tbk is one of the leading telecommunication service
providers in Indonesia. In 2015 Smartfren innovated by launching the first
commercial 4G LTE Advanced service in Indonesia.

3. PT Indosat Tbk (ISAT)

Established as a foreign capital company by the Indonesian government.
Commenced commercial operations in September 1969 to build transfer and
operate the International Telecommunications Satellite Organization, or Intelsat,
a ground station in Indonesia to access Intelsat of Indian Ocean Region
satellites.

4. PT Telekomunikasi Indonesia Tbhk (TLKM)

Telkom'’s majority shareholder is the Government of the Republic of
Indonesia with 52.09%, while the remaining 47.91% is controlled by the public.
Telkom shares are traded on the Indonesia Stock Exchange (IDX) with the code

TLKM®” and the New York Stock Exchange (NYSE) with the code “TLK
Economic Value Added (EVA) Calculation Results

The first step in determining EVA is finding net operating profit after tax.
Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded that
NOPAT is income before interest and tax (EBIT) adjusted for tax impact.
Following are the results of NOPAT.
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Figure 2. Market Value Added (MVA) (In IDN)

Source: Data processed in 2022

The results of Market Value Added (MVA) research are in line with
R.A. Masyiyan and D. Isynuwardhana’s study which determines that the MVA
value in each company still has negative and positive values [6]. In companies
that produce a positive MVA value, it means that the company'’s management
has succeeded in providing added value through the growth of the market Formatted: Highlight

capitalist value Of the shares issued.

Financial Value Added (FVA) Calculation Results

The first step to determining FVA is finding net operating profit after tax.
Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded that
NOPAT is income before interest and tax (EBIT) adjusted for tax impact.

Following are the results of the calculation of FVA.

Table 6. Financial Value Added (FVA) (In IDN)

CODE 2017 2018 2019 2020 2021

EXCL 18.592.453.381.891 25.424.742.660.075 22.945.239.362.615 34.988.912.187.688 32.318.537.174.115



FREN  13.955.201.633.196 12.228.564.573.029 11.388.950.913.335 21.792.850.251.042 20.783.335.628.765
ISAT  20.708.077.341.973 20.357.786.244.802 35.503.950.196.509 27.980.072.436.540 31.369.050.027.658

TLKM  69.674.460.007 64.546.831.017 67.841.739.994 80.640.533.029 90.746.596.714
RP_M 000.000.000.000
RP}O 000.000.000.000
RP:O 000.000.000.000
Rpl10.000.000.000.000 II II I I I
Rp- I
2017 2018 2019 2020 2021

EEXCL ®FREN ®ISAT mTLKM

Figure 3. Financial Value Added (FVA) (In IDN)
Source: Data Processed 2022 Formatted: Highlight

The results of Financial Value Added (FVA) research are in line with a
study conducted by A.E. Bayraktaroglu, F. Calisir, and M. Baskak which found
that the FVA value in each company still has negative and positive values [27].
In companies that produce a positive FVA value, it means that the company's
management has been able to create added financial value for the company or
the company's net profit and depreciation are able to cover Equivalent
Depreciation.

Refined Calculation Results Economic Value Added (REVA)

The first step to determining REVA is finding net operating profit after
tax. Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded that
NOPAT is income before interest and tax (EBIT) adjusted for tax impact.
Following are the results of REVA.

Table 7. Refined Economic Value Added (REVA) (In rupiah)



CODE 2017 2018 2019 2020 2021

EXCL (898.193.420.745)  (1.403.485.350.769) 1.045.042.053.623 3.554.539.617.440 2.614.575.765.514
FREN 3.272.547.199.794 4.626.824.507.733  2.904.069.087.972 1.277.801.484.901 (540.220.425.394)

ISAT 1.627.683.127.606 121.188.267.780  17.164.876.477.116 1.282.952.284.288 7.020.433.499.586
TLKM  (3.519.427.059.425)  (3.656.834.714.811) (2.631.501.427.737) (2.488.592.893.509) (2.837.361.088.982)

Source: Data processed in 2022

Rp20.000.000.000.000
Rp15.000.000.000.000
Rp10.000.000.000.000
Rlﬁ 000.000.000.000
Rp-
2017 2018 2019 2020 2021
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EXCL ®FREN ®mISAT =TLKM
Figure 4. Refined Economic Value Added (REVA) (In IDN)
Source: Data Processed 2022 Formatted: Highlight

The results of Refined Economic Value Added (REVA) research are in
line with S. Geng, S. Liu, and X. Liao which determines that the REVA value in
each company still has negative and positive values [28]. In companies that
generate a positive REVA value, it means that there has been a process of
economic added value for the company and more economic value after the
company has paid all obligations to creditor bank funders and shareholders in

the capital market.

CONCLUSION
Based on the established procedural method, the company's financial
performance using the Economic Value Added (EVA) method is generated from
the EVA values for the 2017-2021 period for PT XL Axiata Tbk, PT



Smartfren Telecom Tbk, PT Indosat Tbk, and PT Telekomunikasi Indonesia
Tbk. plus the same economy and still fluctuating . The company's
financial performance as measured by the Market VValue Added (MVA) approach
is profitable for PT XL Axiata Tbk, PT Indosat Tbk, and PT Telekomunikasi
Indonesia Tbhk. PT Smartfren Telecom Tbk has a negative market value added
(MVA). A positive MVA indicates that business management has succeeded in
generating added value. The company's financial performance uses the
Financial Value Added (FVA) method for the 2017-2021 period which has a
positive value at PT XL Axiata Thk, PT Smartfren Telecom Tbk, PT Indosat Thk
and PT Telekomunikasi Indonesia Tbk. A positive FVA means that the
company's management has been able to create added financial value for the
company or the company's net profit and depreciation has been able to cover
equivalent depreciation. The company's financial performance uses the Refined
Economic Value Added (REVA) method for which has a positive value at PT
Indosat Thk. Refined Economic Value Added (REVA) which has a negative
value at PT XL Axiata Tbk, PT Smartfren Telecom Tbhk and PT Telekomunikasi
Indonesia Thk. REVA which has a positive value has resulted in a process of
economic added value for the company and more economic value after the

company has paid all obligations to the funders, both creditors and shareholders.
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Financial Performance Analysis Using EVA, MVA, FVA, and REVA

Methods for Telecommunication Sub-Sector Companies Listed on the IDX

ABSTRACT

The purpose of this study was to analyze financial performance using the
Economic Value Added (EVA), Market Value Added (MVA), Financial Value
Added (FVA), and Refined Economic Value Added (REVA) methods in
telecommunications sector companies listed on the Stock Exchange of Indonesia

(IDX). This research method used quantitative data types and secondary data

sources obtained through the website at https://www.idx.co.id/. The data
presented on the website of each company were in the form of data on the
Financial Position Report (Balance Sheet) and the annual Profit and Loss Report
of the Telecommunication sub-sector companies already listed on the Indonesian
Stock Exchange. The results of this study demonstrated that a
telecommunications company had a positive EVA value, which meant that it had
succeeded in creating economic value. The three Telecommunication companies
had positive MVA values which meant that they provided added value through
market capitalization. Of the four telecommunications companies, a positive FVA
score showchased that the company's management had succeeded in providing
financial added value to the company. One of the four telecommunications
companies produced a positive REVA value which meant that there was more
economic value after the company had paid all obligations to the funders, both
creditors and shareholders in the capital market.

Keywords: Financial Performance, Economic Value Added (EVA), Market
Value Added (MVA), Financial Value Added (FVA), Refined Economic Value
Added (REVA)
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AHaau3 GUHAHCOBOM IeATEJbHOCTH € UCII0JIb30BaHueM MeT0d0B EVA,
MVA, FVA u REVA njist koMnaHuii TeJ1IeKOMMYHHKAIIMOHHOTO CEKTOpA,
3aperucTpupoBaHHbIX Ha MHAoHe3niickoi poHa0BOM OUpxe

AHHOTALUA

[lenpt0o gaHHOTO WCCIENOBaHUS ObLI aHaNW3 (UHAHCOBBIX IIOKa3aTele ¢
UCIIOJIb30BAHUEM  METOJIOB  OIpPEJACNICHUS HKOHOMHYECKOW J00aBIIEHHOMN
croumoctu (EVA), peiHouHo#l g00aBneHHoit croumoctd (MVA), dunancoBoit
nobasnenHo ctoumoct (FVA) u yTouHEeHHON 2KOHOMHYECKOU T0OABICHHON
croumoctd (REVA) B KOMIaHUSIX TEIEKOMMYHHKAIIMOHHOTO CEKTOpa,
3aperucTpupoBaHHbIX Ha MHaone3uiickoil ponnoBoit oupxke (IDX). B nannom
METOJE HCCIECIOBAHUSI HCIOJIb30BAINCh KOJWYECTBEHHBIE THUIIBI JAHHBIX M
BTOPUYHBIE HCTOYHUKHM JAHHBIX, TOJIYYCHHbIE 4Yepe3 BeO-caldT OupKu
https://www.idx.co.id/. [lannble, mpeacTaBIeHHbIC HA CAlTe KaKI0W KOMIIAHHH,
ObLTM B BHJI€ JaHHBIX oT4yeTa O ¢uHaHCOBOM mosioxkeHuu (Balance Sheet) u
roJIOBOr0 OTYETa O MPUOBUISAX U YOBITKaX KOMITAHUM TEIEKOMMYHUKAITUOHHOTO
CEeKTOpa, 3aperucTpupoBaHHbIX Ha WHponesmiickoi (oHmoBOM OupKe.
Pe3ynbTaThl TaHHOTO WCCIIEAOBAHUS IMOKa3ald, YTO TEJIEKOMMYHUKAI[MOHHAs
KOMIIAaHMS HMeJia TI0JIOKUTenbHOoe 3HaueHne EVA, dutro o3Hadajgo, 4To oOHa
rpeycriena B CO3J1aHUU AKOHOMMUYECKOU CTOMMOCTH. Tpu
TEJICKOMMYHUKAIIMOHHBIE KOMIIAHWHU MMEJHU TOJOKUTEIbHOE 3HaueHne MVA,
YTO 03HAYAJIO, UYTO OHU 00ECTICUnITN TOOABICHHYIO CTOMMOCTD 3a CYET PHIHOYHOU
Kanuranu3aiuu. M3 deTblpex — TEJIEKOMMYHUKAIMOHHBIX  KOMIAHUU
MOJIOKUTENbHBIN MoKazaTeslb FVA cBUAETENbCTBOBAT O TOM, YTO PYKOBOACTBO
KOMITAHWH TIPEYCIeNo B obecniedeHnr (UHAHCOBOM JT00aBIEHHOW CTOMMOCTH
koMmraHuu. OIHA W3 YEeThIpEeX TEICKOMMYHHUKAIIMOHHBIX KOMIIAHUM TOKa3aja

noJIokuTENbHOE 3HaueHne REVA, uTo 03Hauano yBeianueHne 3KOHOMUYECKOU
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CTOMMOCTH IIOCJieé TOTrO, Kak KOMITaHHSl Ioracuja Bce 00s3aTelbcTBa Kak
KpEeIUTOpaM, TaK 1 aKIIMOHEPaM.

Knwuesvie cnoea: GyHaHCOBBIE TMOKa3aTelM; SKOHOMHYECKas J00aBJICHHAs
ctonmocth (EVA); peiHOuHast mob6aBnennas ctoumocts (MVA); dunaHcoBas
nob6asienHas crouMmocth (FVA); yrouHeHHass skoHOMHUYecKasi J00aBjieHHAas

croumocth (REVA)

INTRODUCTION

Indonesia is witnessing rapid growth in its technology industry,
particularly in the smartphone and internet sectors with the latest 5G network.
As of early 2022, the number of internet users in Indonesia has reached a
staggering 210 million, with the majority accessing social media through their
mobile devices. According to the "Indonesian Internet Profile 2022" report
released by the Association of Indonesian Internet Service Providers (APJII),
99.16% of internet users in Indonesia are between the ages of 13-18. The APJII
estimates that the population of Indonesia in 2021 was around 272.68 million,
resulting in an internet penetration rate of 77.02% for the first quarter of 2022.
This rate has increased from 73.7% in the previous quarter of 2020, with a
reported 196.71 million Indonesians connected to the internet. The main reasons
for internet usage in Indonesia include accessing information and news
(92.21%), working or studying from home (90.21%), accessing public services
(84.9%), using e-mail services (80.7%), making online transactions (79%),

accessing entertainment content (77.25%), accessing online transportation

(76.47%), and accessing financial services (72.32%) (www.kompas.com).
Advances in technology and information can affect economic growth in
Indonesia. Companies need to develop effective strategies to survive in the
market. One way that can be done is to pay attention to the welfare of shareholders
or investors in terms of company value. An investor is someone who invests in

a company with the hope of getting a return on the invested
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capital. Company capital basically comes from company owners and from
creditors: A. Horton [1].

To achieve expected benefits, companies must increase business quantity
and quality. Management must assess the company's financial condition through
regular evaluations of financial statements, including the Statement of Financial
Position, Income Statement, Cash flow statement, and Statement of Changes in
Equity, as financial perspective is crucial for a company's survival: D.E. Kieso,
J.J. Weygandt, T.D. Warfield, I.M. Wiecek, B.J. McConomy [2].

The financial position statement shows investments, liabilities, and
equity, which help decision makers anticipate cash flow uncertainty. The profit
and loss report measures the success of operations over time. The equity
statement displays dividends and value per share. The cash flow statement
shows sources and uses of cash. Analyzing these statements helps managers
assess the financial health of a company and make informed decisions: D.E.
Kieso, J.J. Weygandt, T.D. Warfield, I.M. Wiecek, B.J. McConomy [2].
Financial performance measurement is crucial to determine a company's success
in achieving its goals. Financial ratios, calculated from available historical data,
are commonly used to measure performance. However, this method has
limitations since accounting data is subjective and can result in inaccurate
measurements. Estimates may cause distortions, leading to imprecise
measurements of financial performance: E.R. Rahadjeng [3].

Analysis of company financial statements is generally used to measure
financial performance using conventional methods, namely financial ratio
analysis. In practice, although the financial ratio analysis used has quite a lot of
functions and uses for companies in making decisions, it does not mean that the
financial ratios had guaranteed 100% of the true financial conditions and position
N. Yoshino, F. Taghizadeh-Hesary [4]. The use of financial ratio analysis has a
major weakness, namely it does not pay attention to the risks faced by the

company by ignoring the cost of capital. Hence, to overcome the



problems that arise in measuring financial performance by using financial ratio
analysis, the thought of measuring financial performance based on value then has
spawn: J. Choi, A. Menon, H. Tabakovic [5]. EVA and MVA are utilized as
methods for assessing a company's performance, focusing on creating corporate
value, aiding management in determining the actual cost of capital and
revealing the amount of capital invested. Support from Law No. 36/1999 on
telecommunications and a 2002 government regulation enabled foreign mobile
operators to enter the Indonesian market, ushering in the telecommunications
industry's liberalization phase in Indonesia.

PT Telekomunikasi Indonesia Tbk faced COVID-19 obstacles but used it
as an opportunity to accelerate digitalization by offering ICT services and
solutions. Telkom Group aims to assist the nation and government in facing the
pandemic and the future. They provide services and solutions aided by digital
connectivity infrastructure, platforms, and services to customers and the public.
Despite challenges, Telkom Group improves digital infrastructure, platforms
and develops services to ensure excellent digital customer experience.

The Indonesian telecommunications industry now has ten operators,
including PT Telkomsel, PT Indosat, PT XL Axiata, PT Bakrie Telecom, PT
Mobile 8 Telecom, PT Natrindo Seluler, PT Sampoerna Telekom, PT Pasifik
Satellite Nusantara, PT Hutchison CP, and PT Sinarmas. As the industry is
dominated by a few companies that have gone public, these companies must not
only maintain their market share but also increase their economic value for
investors. Measuring company performance is necessary to determine their
ability to manage paid-up capital and increase economic value. Various aspects,
particularly the expectations of investors, must be considered in measuring
performance. Despite these challenges, telecommunications companies have
continued to expand their services and improve their digital connectivity

infrastructure to provide the best possible customer experience.



The average EVA value for the telecommunication industry in Indonesia
listed on the IDX for 2014-2018 grew significantly. In detail, the result of
Economic Value Added (EVA) calculation for the telecommunication industry
in Indonesia listed on the Indonesia Stock Exchange (BEI) in 2014 was
negative, amounting to -514,684,002,483. However, in 2015, the value turned
positive and experienced an increase to 1,978,484,129,235. Subsequently, in
2016, there was a decline, but still with a positive value, which was
922,333,214,645. In 2017, there was an increase again, reaching
1,142,095,810,347 with a positive value. Moreover, it increased again in 2018,
with a positive value of 3,003,894,766,520. The average EVA value for the
telecommunication industry in Indonesia listed on the BEI from 2014 to 2018
was positive, amounting to 1,306,424,783,653.

R.A. Masyiyan’s and D. Isynuwardhana’s research found that the results
of the MVA calculation, the significance value of the MVA variable is 0,091 >
0,05 [6]. Judging from the five telecommunications companies listed on the
Indonesia Stock Exchange from 2015-2020, all companies have positive MVA
values so that telecommunications companies for the 2015-2020 period have
succeeded in increasing company wealth. The purpose of this study is to analyze
financial performance using the Economic Value Added (EVA), Market Value
Added (MVA), Financial Value Added (FVA), and Refined Economic Value
Added (REVA) methods in telecommunications sector companies listed on the

Indonesia Stock Exchange.

LITERATURE REVIEW
This section sheds some lights on the theoretical concepts of several
variables incorporated into the present study. Such variables are composed of
financial statements, economic value added, market value added, financial value

added, and revined economic value added.



Financial Statements

Financial Reports are reports that show the company's financial condition
at this time or in a certain period: E.A. Osadchy, E.M. Akhmetshin, E.F. Amirova,
T.N. Bochkareva, Y. Gazizyanova, A.V. Yumashev [7]. Based on the description
above, it can be concluded that the Financial Report shows the company's current
condition, namely the company's financial condition on a certain date, and a
certain period.

Financial statements present information about entities which include:
assets, liabilities, equity, income and expenses including profits and losses,
contributions from and distributions to owners in their capacity as owners and
cash flows: R. Bergitta Sonia, Z.A. Zahroh, D.F. Azizah [8]. According to C.E.
Grigoras-Ichim, C.G. Cosmulese, D. Savchuk, A. Zhavoronok, A complete
Financial Report usually includes a Statement of Financial Position, a Profit and
Loss Report, a Statement of Changes in Equity, and a Statement of Cash Flows
[9].

In general, financial reports are made with the aim of conveying
information to interested parties, both about the company's financial condition
and the company's performance during a certain period. According to Statement
of Financial Accounting Standards (PSAK) No. 1 (2015: 3), the purpose of
financial reports is to provide information about the financial position, financial
performance, and cash flows of entities that are useful to most report users in
making economic decisions.

Financial performance is work performance in the financial sector that has
been achieved by the company and is contained in the financial statements of the
company. The financial performance of a company can be assessed using
analytical tools S. Cantele, A. Zardini [10].

Economic Value Added (EVA)



EVA is an estimate of economic profit for the year in question and is very
much different from accounting profit. EVA offers a fairly objective parameter
because it departs from the concept of the cost of capital, namely reducing profits
with the cost of capital. The burden of capital costs reflects the level of
compensation or return. Calculating Economic Value Added (EVA) uses the

following formula:

[ EVA =NOPAT - (WACC X IC) J

Information:

EVAs  :Economic Value Added

NOPAT : Net Operating Profit After Tax (After operating profit tax)

WACC : Weighted Average Cost of Capital (Average cost of capital weighted
average)

IC - Invested Capital

Market Value Added (MVA)

MVA is the difference between the total market value of the company’s
equity and the amount of equity capital invested by investors R. Bergitta Sonia,
Z.A. Zahroh, D.F. Azizah [8]. Market Value Added is the difference between the

company’s market value and the invested capital. The following is the formula

for MVA:

[ Market Value Added = Market Value — Invested Capital ]

In this case, the measurements according to Rudianto as cited in D.L.
Moezaque, A. Daito [11] are as follows:
MVA value > 0 or positive MVVA shows management has succeeded in providing

added value through growth.



MVA value < 0 or negative MVA shows management is unable to provide added

value through the growth of the market capitalization value of the shares issued.

Financial Value Added (FVA)
FVA is a method for measuring company performance and added value.
This method considers the contribution of fixed assets in generating the

company’s net profit O.M. Olarewaju, T.S. Msomi [12]. Here’s the FVA formula:

[ FVA = NOPAT - (ED - D) ]

Information:

FVA : Financial Value Added

NOPAT : Net Operating Profit after Tax
ED : Equivalent Depreciation

D : Depreciation

In principle, the condition (FVA value > 0 or positive FVA) shows that the
company's management has succeeded in providing financial added value to the
company. In the meantime, the condition (FVA value < 0 or negative FVA)
shows that there is no process of adding financial value to the company.
Subsequently, the condition (FVA value = 0 or breakeven point) shows that the

management is not successful in providing added value or financial reduction.

Refined Economic Value Added (REVA)

Considering stock market prices and abnormal returns formed by the
difference between stock returns and market returns, while EVA is based on share
value M. Pinochi, F. Fais, M [13]. The formula used to calculate Refined
Economic Value Added (REVA) is as follows:



[ REVALt = NOPATt — (MVt-I x KW) ]

Information:
REVA't : Refined Economic Value Added in the t-period
NOPAT t : Net Operating Profit After Tax in the t-period

MV t-1 : Market Value of the business entity in period t-1 (Market Value
of Equity).
Kw : The cost of capital is the cost of borrowing interest and fees equity

and calculated on a weighted average basis (WACC). Using the Refined
Economic Value Added (REVA) method can be interpreted as follows:

If REVA > 0, this indicates that there has been a process of economic added value
for the company

If REVA < 0, this indicates that the company does not process economic added
value or the company is unable to pay its obligations to funders.

If REVA = 0, this indicates that there is no process of economic added value or

economic reduction.

A number of studies addressing similar variables of the present study have
been done. Nonetheless, such studies delved into the variables the variable of
financial statements, economic value added, market value added, financial value
added, and refined economic value added in separate ways. In terms of the
variable of financial statements, N. Ding, I. Ullah, K. Jebran sought to see the
extent to which the teams of top management are interconnected to the
comparability of financial statement [14]. Their study was conducted in the
context of experienced foreign CEOs or the so-called FCEOs. Their study
revealed that financial and accounting expertise, as well as international work
experience, seem to strengthen the link between FCEOs and the comparability of
financial statement. As economic policy uncertainty rises, the correlation between

the two weakens. Their study comes into a conclusion that financial



reporting is a critical conduit for understanding the connection between FCEOQOs
and the comparability of financial statement. Subsequently, G. Salijeni, A.
Samsonova-Taddei, and S. Turley executed a study on the growth of Big Data
and Analytics (BDA) tools as has been a significant advancement in audit
technology, along with how auditors are putting those tools to use [15]. The
investigation of BDA users' interactions with the technology's features during an
audit draws on sociomateriality literature as well as observations, documentary
materials, and 25 semi-structured interviews with people actively using BDA.
Their research indicated that BDA features like scripts have enabled widespread
automation of audit procedures, opening up new possibilities for broadening the
breadth and depth of audit evidence. Their study concluded that BDA has changed
the way audit companies' various departments and service offerings interact with
one another and with clients.

In terms of the variable of economic value added, A. Kordalska and M.
Olczyk conducted a study to determine the factors that influence the development
of global value chains (GVCs) in a few chosen Central and Eastern European
(CEE) countries, with a focus on functional specialization (FS) [16]. They found
a novel FS pattern among subgroups of CEEs by combining data on jobs from the
World Input-Output Database. The global value chain (GVC) position of Poland
and Slovakia is unfavorable since they focus on low value-added fabrication.
They determined the elements responsible for the improvement of various forms
of FS in GVCs. The road to increased value-added in practically all business
activities is bolstered by the convergence of salaries in CEEs with those in
developed countries and by strong GVC backward connections. Subsequently,
Yang L executed a study on testing the impacts of various trade standards on
China's value-added and total exports in global value chains by using a gravity
model [17]. The study pointed to the fact that China's exports of both categories
benefit from harmonization with international norms. Therefore, the nation

should not skimp on enforcing



regulations. Exports are more affected by mandatory criteria than by voluntary
ones. In addition, the trade-promoting impact of mandated worldwide
harmonized standards is stronger on overall exports than on exports of value.
Value-added exports are more negatively impacted by voluntary country- specific
requirements than overall exports. There is no statistically significant effect of
voluntary globally harmonized standards on either category of exports.

In terms of the variable of market value added, K. Blind, A. Mangelsdorf,
C. Niebel, F. Ramel analyzed the influence of formal standards on commerce in
global value chains (GVCs) in Europe [18]. Using a gravity model technique for
panel data, they evaluated the effect of national, European and worldwide
standards on trade in value-added and gross trade flows within Europe. They
found that national standards on their own restrict commerce in European value
chains whereas European and international standards stimulate trade. European
standards have stronger impact on commerce in inner-European value chains but
international standards have favorable effects on imports entering Europe from
third nations. European standards thereby eliminate knowledge asymmetries
between market participants in the value chains of the European Single Market.
International standards serve as a form of worldwide communication amongst
international trading partners. In addition, they discovered a favorable impact of
an interaction term between national and European standards in European value
chains demonstrating the significance of national standardizing. Subsequently, C.
Lutz and G. Tadesse conducted a study on exploring the difficulties encountered
by smallholder producer cooperatives from developing nations in their pursuit of
entry into agricultural global value chains [19]. They -evaluated the
competitiveness issue caused by incorrect selection and a lack of dedication. The
policy discussion on farmers' market groups often assumes that open membership
is more important than selection. They contended that although open membership

might succeed in community-



focused groups, it poses a serious problem for innovative farmer’s market
organizations.

In terms of the variable of financial value added, A. Mirza, M. Malek,
M.A. Abdul-Hamid conducted a study to investigate, from the vantage point of a
developing nation that has adopted the full complement of IFRS, how the value
relevance of financial reporting has changed [20]. Their study made use of the
Ohlson pricing model to ascertain whether or not financial statements are
meaningful. Their study demonstrated the importance of cash flow from
operations in the Malaysian Capital Market, whereas profits, book value of
equity, and cash flow from operations are all relevant for investment decision
making in general. The perceived management bias in reported profits and book
value of equity in the Malaysian Capital Market during the period 2012-2006 is
at odds with the justification supplied by conceptual framework for financial
reporting about the supremacy of earnings in investment decision making. The
results of their study have significant implications for regulators and local
standards-setting bodies, who may use this information to crack down on earnings
management methods and improve the reliability of general-purpose financial
reporting by enhancing the quality of profits and the book value of stock.
Subsequently, H. Kaibuchi, Y. Kawasaki, and G. Stupfler worked in the realm of
managing financial risks, the Value-at-Risk (VaR) as a common tool. VaR (value
at risk) estimate for extreme loss return distributions is an essential problem in
financial applications from both operational and regulatory viewpoints, with a lot
of research focusing on dynamically estimating extreme VaR based on recent
history. As such, their study proposed GARCH-UGH (Unbiased Gomes-de
Haan), a new two-step bias-reduced estimation methodology for the estimation
of one-step ahead dynamic extreme VaR, in which financial returns are first
filtered using an AR-GARCH model, and then a bias-reduced estimator of
extreme quantiles is applied to the standardized residuals. Based on in-sample

and out-of-sample backtesting of historical daily



returns on several financial time series, they found that GARCH-UGH estimates
of the dynamic extreme VaR are more accurate than those obtained by historical
simulation, conventional AR-GARCH filtering with Gaussian or Student-t
innovations, or AR-GARCH filtering with standard extreme value estimates [21].

In terms of the variable of refined economic value added, L.VV. Dewri
conducted research to (1) determine the relationship between corporate
governance, financial performance, and refined economic value added (REVA),
and (2) determine the degree to which these three factors converge in predicting
firm value (FV) and return on stock (RoS). The dataset of companies trading on
the Dhaka Stock Exchange between 2013 and 2018 was subjected to the GMM
estimator's methodology. The study’s results showed that FV and RoS are highly
correlated with CG, FP, and REVA traits. Adopting effective CG within company
management practice may greatly increase FP and continually provide positive
economic value for both enterprises and shareholders throughout the term, hence
enhancing FV and RoS. In addition, businesses that demonstrate sustained
increases in FV are in a position to pay out a healthy return on investment (Rol)
to their shareholders. Managers will be motivated to adopt strong CG inside their
businesses, and investors will have confirmation that the company is maintaining
healthy FP and continuing REVA growth [23].

Several studies presented above have contributed to providing rich
knowledge for the researcher of the present study because such studies have
addressed the present study’s variables in single ways. However, the above
studies are different form the current study. First, the above studies were
undertaken in other countries instead of Indonesia. The present study brings with
it a specific context of Indonesia. Second, the above studies only worked on the
variables addressed in the current studies in single ways. Nonetheless, the present

study incorporates the variables (financial statements, economic value



added, market value added, financial value added, and refined economic value

added) all at once into this study as the main orientation.

METHODOLOGY

This type of research is descriptive analysis with a quantitative approach.
The data sources used are secondary data, namely the percentage level of
financial inclusion in each province of Indonesia obtained from the Financial
Services Authority through the website www.ojk.go.id, the percentage of
poverty, unemployment, and GDP to measure economic growth by presenting
data covering each province in Indonesia published by the Central Statistics
Agency through the website www.bps.go.id. Data analysis and hypothesis
testing in this study used the Partial Least Square (PLS).

Object of research

The object of research in this research is a telecommunications sub- sector
service company that is registered as a public company (issuer) on the Indonesia
Stock Exchange (IDX). Telecommunications sub-sector companies are one of

the most important industries in supporting the internet network in a country.

Population and Population Sampling Procedure
The populations of this study are telecommunications companies listed on
the Indonesia Stock Exchange. The method of determining the sample in this
study is purposive sampling (intentional sampling).
Table 1. Sample Criteria

No. Sample Selection Criteria According to Does Not Meet
Criteria Criteria
Telecommunications Sector 5

Companies Listed on the IDX


http://www.ojk.go.id/
http://www.bps.go.id/

Companies that publish audited 4

> financial statements -
Telecommunications Sector
3. Companies Listed on the IDX 4 -
Become Cellular Operators
Incomplete
4.  Telecommunications Sector - 1
Companies for Research
Number of Companies Used 4
Total Data for 5 Years 20

Based on the criteria that has been determined using the purposive
sampling method, the number of sample companies in this research object is 4
companies according to predetermined criteria. Hence, the samples used in this
study were 20 samples with annual reports.

Table 2 Research Sample

No Code Company name Sector

1 EXCL PT XL Axiata Thk Telecommunication
2 FREN PT Smartfren Telecom Tbk Telecommunication
3 ISAT PT Indosat Tbk Telecommunication
4 TLKM PT Telekomunikasi Indonesia Telecommunication

Tbk

The data used in this research is secondary data obtained through the
websitehttps://www.idx.co.id/, in the form of a Statement of Financial Position
(Balance Sheet) and a Profit and Loss Report, especially for telecommunications

companies listed on the Indonesian Stock Exchange.

Analysis Techniques
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The technique for analyzing financial performance in this study is to use
the Economic Value Added (EVA), Market Value Added (MVA), Financial
Value Added (FVA), and Refined Economic Value Added (REVA) methods,

namely:

B
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g. Cost of Equity (re)

Earnings Per Share (EPS)
Cost of Equity (re) = x 100%
Stock Price

h. Weighted Average Cost of Capital (WACC)
WACC = {(D x rd (1-tax) + (E x re}}

I. Capital Charges (CC)
Capital Chargew = Invested Capital x WACC

j. Economic Value Added (EVA)
EVA = NOPAT — Capital Charge

According to F. Gomez-Bezares, W. Przychodzen, J. Przychodzen [24],
to assess the financial performance of a company with the EVA method can be
grouped into 3 (three) categories as follows:

1. IfEVA >0 or EVA is positive

The company’s financial performance can be said to be good because the
company can add business value. In this case, employees are entitled to bonuses,
creditors still receive interest and shareholders can get returns equal or more
than what was invested.

2. IFEVA=0

Economically “break even” because all profits are used to pay obligations
to funders, both creditors and shareholders, so that employees do not get
bonuses, only salaries.

3. IfFEVA <0 or EVA is negative
The company’s financial performance is said to be unhealthy because the

company cannot provide added value. In this case employees cannot get



bonuses, it’s just that creditors still get interest and shareholders don’t get returns

commensurate with what they invested.

Market Value Added (MVA)

The steps used to calculate MVA, according to E.K. Zavadskas, R.
Bausys, A. Kaklauskas, 1. Ubarte, A. Kuzminske, and N. Gudiene [25] are as
follows:

a. Market Value
Market VValue =Stock Market Price x Number of Shares

b. Invested Capital

Invested Capital= Nominal VValue x Number of Shares

c. Market Value Added (MVA)

Market Value Added = Market Value — Invested Capital

In this case, the measurements are as follows:
1. MVA value > 0 or positive MVA
It shows management has succeeded in providing added value
through the growth in market capitalization value of shares issued or the
company is able to sell shares in the market at a premium price.
2. MVA value <0 or negative MVA
It shows management is unable to provide added value through the
growth of the market capitalization value of the shares issued or the stock
price in the market below the book value (equity per share).
3. MVAvalue=0
It shows that management has failed to provide added or reduced

value through the growth of the market capitalization value of shares



because the stock price in the market is the same as the book value (equity

per share).

Financial Value Added (FVA)
According to Rodryguez, in A. Octaviani, A. Husaini [26], the steps

used in the FVA calculation are as follows:

a. Net Operating Profit After Tax (NOPAT)

NOPAT = Net Profit After Tax + Interest Cost

b. Total Resources (TR)
TR = Long Term Debt (D) + Total Equity (E)

c. Equivalent Depreciation (ED)

ED = Weighted Average Cost of Capital (k) x TR

d. Financial Value Added (FVA)

FVA = NOPAT — (ED - D)

The measurement results using the Financial Value Added (FVA)
method, as suggested by A. Octaviani and A. Husaini [26] can be
interpreted as follows:

4. FVA value > 0 or positive FVA

Shows that the company’s management has succeeded in providing
financial added value to the company or there is more finance when the
company’s net profit is able to cover the Equivalent Depreciation (ED).

5. FVA value < 0 or negative FVA



Shows that there is no process of financial added value for the
company or the company’s net profit and depreciation are unable to cover
Equivalent Depreciation (ED).

6. FVA value = 0 or breakeven point

Shows that management has failed to provide added value or

financial reductions because the company’s net profit and depreciation

have been used up to pay Equivalent Depreciation (ED).

Refined Economic Value Added (REVA)
The formula used to calculate Refined Economic Value Added (REVA),

as suggested by A. Octaviani and A. Husaini [26] is as follows:

REVA t= NOPAT t - (MV t-1 x Kw)

The measurement results using the Refined Economic Value Added

(REVA) method can be interpreted as follows:

1. If REVA > 0, this indicates that there has been a process of economic added
value for the company or that there is more economic value after the
company has paid all obligations to the funders, both creditors and
shareholders in the capital market.

2. If REVA <0, this indicates that there is no economic added value process
for the company or the company is unable to pay its obligations to the
funders, both creditors and shareholders in the capital market.

3. If REVA =0, this indicates that there is no process of economic added value
or economic reduction because profits have been used up to pay obligations
to funders, both creditors and shareholders in the capital market.

RESULT AND DISCUSSION



The telecommunications companies selected as samples in this study
include:

1. PT. XL Axiata Tbk (EXCL)
PT. XL Axiata Tbk (formerly PT Excelcomindo Pratama Tbk) is a mobile
telecommunication operator company in Indonesia.

2. PT. Smartfren Telecom Thk (FREN)
PT Smartfren Telecom Tbk was established on December 2, 2002 under the
name PT Mobile-8 Telecom based on Deed No. 11 dated December 2, 2002.
PT Smartfren Telecom Tbk is one of the leading telecommunication service
providers in Indonesia. In 2015 Smartfren innovated by launching the first
commercial 4G LTE Advanced service in Indonesia.

3. PT Indosat Tbk (ISAT)

Established as a foreign capital company by the Indonesian government.
Commenced commercial operations in September 1969 to build transfer and
operate the International Telecommunications Satellite Organization, or Intelsat,
a ground station in Indonesia to access Intelsat of Indian Ocean Region
satellites.

4. PT Telekomunikasi Indonesia Tbhk (TLKM)

Telkom’s majority shareholder is the Government of the Republic of
Indonesia with 52.09%, while the remaining 47.91% is controlled by the public.
Telkom shares are traded on the Indonesia Stock Exchange (IDX) with the code
“TLKM” and the New York Stock Exchange (NYSE) with the code “TLK”.
Economic Value Added (EVA) Calculation Results

The first step in determining EVVA is finding net operating profit after tax.
Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded that
NOPAT is income before interest and tax (EBIT) adjusted for tax impact.
Following are the results of NOPAT.
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Figure 2. Market Value Added (MVA) (In IDN)

Source: Data processed in 2022 Ed. Data is not source

The results of Market Value Added (MVA) research are in line with
R.A. Masyiyan and D. Isynuwardhana’s study which determines that the MVA
value in each company still has negative and positive values [6]. The findings
of their research show that the average Market Value Added (MVA) of
telecommunications companies in Indonesia listed on the Indonesia Stock
Exchange (ISE) from 2014-2018 was positive. This indicates that the companies
were able to provide market value to their shareholders, as a positive MVA value
(MVA > 0) is an indication of good performance. The results demonstrate that
the stock prices of telecommunications companies continued to increase during
the period of 2014-2018.

Financial Value Added (FVA) Calculation Results

The first step to determining FVA is finding net operating profit after tax.
Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded that
NOPAT is income before interest and tax (EBIT) adjusted for tax impact.
Following are the results of the calculation of FVA.



Table 6. Financial Value Added (FVA) (In IDN)

CODE

2017 2018 2019 2020 2021

EXCL
FREN
ISAT

TLKM

18.592.453.381.891 25.424.742.660.075 22.945.239.362.615 34.988.912.187.688 32.318.537.174.115
13.955.201.633.196  12.228.564.573.029 11.388.950.913.335 21.792.850.251.042 20.783.335.628.765
20.708.077.341.973 20.357.786.244.802 35.503.950.196.509 27.980.072.436.540 31.369.050.027.658
69.674.460.007 64.546.831.017 67.841.739.994 80.640.533.029 90.746.596.714
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Figure 3. Financial Value Added (FVA) (In IDN)

The results of Financial Value Added (FVA) research are in line with a
study conducted by A.E. Bayraktaroglu, F. Calisir, and M. Baskak which found
that the FVA value in each company still has negative and positive values [27].
In companies that produce a positive FVA value, it means that the company's
management has been able to create added financial value for the company or
the company's net profit and depreciation are able to cover Equivalent

Depreciation.

Refined Calculation Results Economic Value Added (REVA)
The first step to determining REVA is finding net operating profit after
tax. Net Operating Profit After tax (NOPAT) is a measure of profit that does not

include the tax costs and benefits of debt financing. It can be concluded



that NOPAT is income before interest and tax (EBIT) adjusted for tax impact.

Following are the results of REVA.
Table 7. Refined Economic Value Added (REVA) (In rupiah)

CODE 2017 2018 2019 2020 2021

EXCL (898.193.420.745)  (1.403.485.350.769) 1.045.042.053.623 3.554.539.617.440 2.614.575.765.514
FREN 3.272.547.199.794 4.626.824.507.733 2.904.069.087.972 1.277.801.484.901 (540.220.425.394)
ISAT 1.627.683.127.606 121.188.267.780 17.164.876.477.116 1.282.952.284.288 7.020.433.499.586
TLKM  (3.519.427.059.425) (3.656.834.714.811) (2.631.501.427.737) (2.488.592.893.509) (2.837.361.088.982)

Source: Data processed in 2022
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Figure 4. Refined Economic Value Added (REVA) (In IDN)

The results of Refined Economic Value Added (REVA) research are in
line with S. Geng, S. Liu, and X. Liao which determines that the REVA value
in each company still has negative and positive values [28]. In companies that
generate a positive REVA value, it means that there has been a process of
economic added value for the company and more economic value after the
company has paid all obligations to creditor bank funders and shareholders in

the capital market.

CONCLUSION



Based on the established procedural method, the financial performance of
companies using the Economic Value Added (EVA) method was generated from
the EVA value of the period 2017-2021 for PT XL Axiata Tbk, PT Smartfren
Telecom Tbk, PT Indosat Tbk, and PT Telekomunikasi Indonesia Tbk, which
showed positive and fluctuating values amid the fluctuating economic
conditions. With the positive EVA calculation results, it encourages the
company's allocation of funds for investment with low cost of capital.

The company's financial performance as measured by the Market Value
Added (MVA) approach is profitable for PT XL Axiata Thk, PT Indosat Thbk,
and PT Telekomunikasi Indonesia Thk. PT Smartfren Telecom Tbk has a
negative market value added (MVA). A positive MVA indicates that business
management has succeeded in generating added value. The company's financial
performance uses the Financial Value Added (FVA) method for the 2017-2021
period which has a positive value at PT XL Axiata Tbk, PT Smartfren Telecom
Tbk, PT Indosat Tbk and PT Telekomunikasi Indonesia Tbk. A positive FVA
means that the company's management has been able to create added financial
value for the company or the company's net profit and depreciation has been
able to cover equivalent depreciation. The company's financial performance uses
the Refined Economic Value Added (REVA) method for which has a positive
value at PT Indosat Tbhk. Refined Economic Value Added (REVA) which has a
negative value at PT XL Axiata Tbk, PT Smartfren Telecom Tbk and PT
Telekomunikasi Indonesia Tbk. REVA which has a positive value has resulted
in a process of economic added value for the company and more economic value
after the company has paid all obligations to the funders, both creditors and

shareholders.
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Halaman 6

The average EVA value for the telecommunication industry in Indonesia
listed on the IDX for 2014-2018 grew significantly. In detail, the result of
Economic Value Added (EVA) calculation for the telecommunication industry in
Indonesia listed on the Indonesia Stock Exchange (BEI) in 2014 was negative,
amounting to -514,684,002,483 WHAT IS THE UNIT OF ACCOUNT? ROUND
UP SUCH FIGURES, EXPRESS THEM IN BLN. IN RUSSIA THE
DECIMALS ARE SEPARATED WITH COMMA However, in 2015, the value
turned positive and experienced an increase to 1,978,484,129,235. Subsequently,
in 2016, there was a decline, but still with a positive value, which was
922,333,214,645. In 2017, there was an increase again, reaching
1,142,095,810,347 with a positive value. Moreover, it increased again in 2018,
with a positive value of 3,003,894,766,520. The average EVA value for the
telecommunication industry in Indonesia listed on the BEI from 2014 to 2018 was
positive, amounting to 1,306,424,783,653.

R.A. Masyiyan’s and D. Isynuwardhana’s research found that the results
of the MVA calculation, the significance value of the MVA variable is 0,091 >
0,05 [6]. Judging from the five telecommunications companies listed on the
Indonesia Stock Exchange from 2015-2020, all companies have positive MVA
values so that telecommunications companies for the 2015-2020 period have
succeeded in increasing company wealth. The purpose of this study is to analyze
financial performance using the Economic Value Added (EVA), Market Value
Added (MVA), Financial Value Added (FVA), and Refined Economic Value
Added (REVA) methods in telecommunications sector companies listed on the

Indonesia Stock Exchange.
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Figure 2. Market Value Added (MVA) (In IDN)
Source: IDX

The results of Market Value Added (MVA) research are in line with R.A.
Masyiyan and D. Isynuwardhana’s study which determines that the MVVA value
in each company still has negative and positive values [6]. The findings of their
research show that the average Market Value Added (MVA) of
telecommunications companies in Indonesia listed on the Indonesia Stock
Exchange (ISE) from 2014-2018 was positive. This indicates that the companies
were able to provide market value to their shareholders, as a positive MVA value
(MVA > 0) is an indication of good performance. The results demonstrate that
the stock prices of telecommunications companies continued to increase during
the period of 2014-2018.

Financial Value Added (FVA) Calculation Results

The first step to determining FVA is finding net operating profit after tax.
Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded that



NOPAT is income before interest and tax (EBIT) adjusted for tax impact.

Following are the results of the calculation of FVA.
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Revisi Halaman 6

The average Economic Value Added (EVA) for the telecommunication
industry in Indonesia listed on the Indonesia Stock Exchange (IDX) for 2014-
2018 grew significantly. In detail, the result of EVA calculation for the
telecommunication industry in Indonesia listed on the IDX in 2014 was negative,
amounting to IDR -515 billion. However, in 2015, the value turned positive and
experienced an increase to almost IDR 2 trillion. Subsequently, in 2016, there was
a decline, but still with a positive value, which was IDR 922 billion. In 2017, there
was an increase again, reaching more than IDR 1 trillion with a positive value.
Moreover, it increased again in 2018, with a positive value of IDR 3 trillion. The
average EVA value for the telecommunication industry in Indonesia listed on the
IDX from 2014 to 2018 was positive, amounting to IDR 1,3 trillion.

R.A. Masyiyan’s and D. Isynuwardhana’s research found that the results
of the MVA calculation, the significance value of the MVA variable is 0,091 >
0,05 [6]. Judging from the five telecommunications companies listed on the
Indonesia Stock Exchange from 2015-2020, all companies have positive MVA
values so that telecommunications companies for the 2015-2020 period have
succeeded in increasing company wealth. The purpose of this study is to analyze
financial performance using the Economic Value Added (EVA), Market Value
Added (MVA), Financial Value Added (FVA), and Refined Economic Value
Added (REVA) methods in telecommunications sector companies listed on the

Indonesia Stock Exchange.

LITERATURE REVIEW
This section sheds some lights on the theoretical concepts of several
variables incorporated into the present study. Such variables are composed of
financial statements, economic value added, market value added, financial value

added, and revined economic value added.
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Figure 2. Market Value Added (MVA) (In Indonesian Rupiah (IDR))
Source: IDX

The results of Market Value Added (MVA) research are in line with R.A.
Masyiyan and D. Isynuwardhana’s study which determines that the MVVA value
in each company still has negative and positive values [6]. The findings of their
research show that the average Market Value Added (MVA) of
telecommunications companies in Indonesia listed on the Indonesia Stock
Exchange (ISE) from 2014-2018 was positive. This indicates that the companies
were able to provide market value to their shareholders, as a positive MVA value
(MVA > 0) is an indication of good performance. The results demonstrate that
the stock prices of telecommunications companies continued to increase during
the period of 2014-2018.

Financial Value Added (FVA) Calculation Results

The first step to determining FVA is finding net operating profit after tax.
Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded that



NOPAT is income before interest and tax (EBIT) adjusted for tax impact.

Following are the results of the calculation of FVA.
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Financial Performance Analysis Using EVA, MVA, FVA, and REVA
Methods for Telecommunication Sub-Sector Companies Listed on the IDX

M. Istan
Institut Agama Islam Negeri Curup, Curup, Bengkulu, Indonesia

ABSTRACT

The purpose of this study is to suggest an approach to analyzing efficiency of
telecommunications companies listed on the Indonesia Stock Exchange (IDX)
using methods for determining Economic Value Added (EVA), Market Value
Added (MVA), Financial Value Added (FVA), and Refined Economic Value Added
(REVA). A summary of the relevant literature is formed on the bibliographic
database. Statistical data based on information from the Indonesia Stock
Exchange for four companies in the telecommunications sector over 5 years.
Data from reports’ balance sheets, including reports of profits and losses, is
investigated. The results of the survey demonstrated that a telecommunications
company had a positive EVA value, which meant that it succeeded in creating
economic value. The three telecommunications companies had a positive MVA
value, which meant that they provided value-added through market
capitalization. In four telecommunications companies, a positive FVA indicated
that management was successful in providing financial value-added for the
company. One of the four telecommunications companies produced a positive
REVA, which meant an increase in economic value after the company paid off all
liabilities to creditors and shareholders.
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Halaman 15 dan 16
METHODOLOGY

This type of research is descriptive analysis with a quantitative approach.
The data sources used are secondary data, namely the percentage level of
financial inclusion in each province of Indonesia obtained from the Financial
Services Authority through the website www.ojk.go.id, the percentage of
poverty, unemployment, and GDP to measure economic growth by presenting
data covering each province in Indonesia published by the Central Statistics
Agency through the website www.bps.go.id. Data analysis and hypothesis
testing in this study used the Partial Least Square (PLS).

Object of Research
The object of research in this research is a telecommunications sub-sector
service company that is registered as a public company (issuer) on the Indonesia
Stock Exchange (IDX). Telecommunications sub-sector companies are one of

the most important industries in supporting the internet network in a country.

Population and Population Sampling Procedure
The populations of this study are telecommunications companies listed on
the Indonesia Stock Exchange. The method of determining the sample in this

study is purposive sampling (intentional sampling).

Table 1
Sample Criteria
No. Sample Selection Criteria According to Does Not Meet
Criteria Criteria
Telecommunications Sector 5
t Companies Listed on the IDX )
) Companies that publish audited 4 ]

financial statements

Commented [U3]: please format the tables as tables with
rulers by columns and rows

each table in the text of the article should be referenced
(Table 1)



http://www.ojk.go.id/
http://www.bps.go.id/

Telecommunications Sector

3. Companies Listed on the IDX 4 -
Become Cellular Operators
Incomplete

4. Telecommunications Sector - 1

Companies for Research

Number of Companies Used 4
Total Data for 5 Years 20
Source:???

Based on the criteria that has been determined using the purposive
sampling method, the number of sample companies in this research object is 4
companies according to predetermined criteria. Hence, the samples used in this

study were 20 samples with annual reports.

Table 2
Research Sample
No Code Company name Sector
1 EXCL PT XL Axiata Thk Telecommunication
2 FREN PT Smartfren Telecom Tbk Telecommunication
3 ISAT PT Indosat Thk Telecommunication
4 TLKM PT Telekomunikasi Indonesia Telecommunication

Thk

Source:???



Halaman 22

not include the tax costs and benefits of debt financing. It can be concluded
that NOPAT is income before interest and tax (EBIT) adjusted for tax impact.
Following are the results of NOPAT.
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Rp- m_ - m_ m_ H_

Rp(50.000.000.000.000) 2017 2018 2019 2020 2021
EEXCL ®FREN ISAT ®mTLKM

B2l Market Value Added (MVA) (in IDN)
Source: IDX.

The results of Market Value Added (MVA) research are in line with R.A.
Masyiyan and D. Isynuwardhana’s study which determines that the MVA value
in each company still has negative and positive values [6]. The findings of their
research show that the average Market Value Added (MVA) of
telecommunications companies in Indonesia listed on the Indonesia Stock
Exchange (ISE) from 2014-2018 was positive. This indicates that the companies
were able to provide market value to their shareholders, as a positive MVA value
(MVA > 0) is an indication of good performance. The results demonstrate that
the stock prices of telecommunications companies continued to increase during
the period of 2014-2018.
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’Table Commented [U5]: This is Table 3!
please format the tables as tables with rulers by columns

Financial Value Added (FVA) (in IDN) and rows
CODE 2017 2018 2019 2020 2021 (eacgltaab)le in the text of the article should be referenced
Table

EXCL 18.592.453.381.891 25.424.742.660.075 22.945.239.362.615 34.988.912.187.688 32.318.537.174.115

FREN  13.955.201.633.196 12.228.564.573.029 11.388.950.913.335 21.792.850.251.042 20.783.335.628.765

ISAT  20.708.077.341.973 20.357.786.244.802 35.503.950.196.509 27.980.072.436.540 31.369.050.027.658
TLKM  69.674.460.007 64.546.831.017 67.841.739.994 80.640.533.029 90.746.596.714

Source:???
Rp40.000.000.000.000

Rp30.000.000.000.000

Rp20.000.000.000.000
Rp10.000.000.000.000 II I I I
Rp-
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EEXCL ®FREN ISAT ®ETLKM

‘Flg 3. ‘FinanCial Value Added (FVA) (ln |DN) Commented [W6]: This is Figure 2. Each figure should be

referenced in the text of the article (Fig. 2)

Source:???

The results of Financial Value Added (FVA) research are in line with a
study conducted by A.E. Bayraktaroglu, F. Calisir, and M. Baskak which found
that the FVVA value in each company still has negative and positive values [27].
In companies that produce a positive FVA value, it means that the company's
management has been able to create added financial value for the company or
the company's net profit and depreciation are able to cover Equivalent

Depreciation.



Refined Calculation Results Economic Value Added (REVA)

The first step to determining REVA is finding net operating profit after
tax. Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded that
NOPAT is income before interest and tax (EBIT) adjusted for tax impact.

Following are the results of REVA.

-ﬂ { Commented [U7]: 4

Refined Economic Value Added (REVA) (in Rupiah)

CODE 2017 2018 2019 2020 2021

EXCL (898.193.420.745)  (1.403.485.350.769) 1.045.042.053.623 3.554.539.617.440 2.614.575.765.514
FREN 3.272.547.199.794 4.626.824.507.733 2.904.069.087.972 1.277.801.484.901 (540.220.425.394)

ISAT 1.627.683.127.606 121.188.267.780  17.164.876.477.116 1.282.952.284.288 7.020.433.499.586
TLKM  (3.519.427.059.425) (3.656.834.714.811) (2.631.501.427.737) (2.488.592.893.509)  (2.837.361.088.982)

Source: Data processed in 2022.

Rp20.000.000.000.000
Rp15.000.000.000.000
Rp10.000.000.000.000
Rp5.000.000.000.000
Rp-

2017 2018 2019 2020 2021
Rp(5.000.000.000.000)

EXCL FREN ISAT TLKM

Fig. 4. Refined Economic Value Added (REVA) (In IDN) Commented [118]: 3

Source:???

The results of Refined Economic Value Added (REVA) research are in
line with S. Geng, S. Liu, and X. Liao which determines that the REVA value in
each company still has negative and positive values [28]. In companies that

generate a positive REVA value, it means that there has been a process of



economic added value for the company and more economic value after the
company has paid all obligations to creditor bank funders and shareholders in

the capital market.
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Financial Performance Analysis Using EVA, MVA, FVA, and REVA
Methods for Telecommunication Sub-Sector Companies Listed on the IDX

Muhammad Istan
Institut Agama Islam Negeri Curup, Curup, Bengkulu, Indonesia

ABSTRACT

The purpose of this study is to suggest an approach to analyzing efficiency of
telecommunications companies listed on the Indonesia Stock Exchange (IDX)
using methods for determining Economic Value Added (EVA), Market Value
Added (MVA), Financial Value Added (FVA), and Refined Economic Value
Added (REVA). A summary of the relevant literature is formed on the
bibliographic database. Statistical data based on information from the Indonesia
Stock Exchange for four companies in the telecommunications sector over 5
years. Data from reports’ balance sheets, including reports of profits and losses,
Is investigated. The results of the survey demonstrated that a telecommunications
company had a positive EVA value, which meant that it succeeded in creating
economic value. The three telecommunications companies had a positive MVA
value, which meant that they provided value-added through market capitalization.
In four telecommunications companies, a positive FVA indicated that
management was successful in providing financial value-added for the company.
One of the four telecommunications companies produced a positive REVA,
which meant an increase in economic value after the company paid off all

liabilities to creditors and shareholders. The use of various value-added measures



to assess the performance of Indonesian businesses is a scientific novelty that
contributes to the development of corporate finance theory.

Keywords: Financial Performance; Economic Value Added (EVA); Market
Value Added (MVA); Financial Value Added (FVA); Refined Economic Value
Added (REVA)

For citation: Istan M. Financial performance analysis using EVA, MVA,
FVA, and REVA methods for telecommunication sub-sector companies
listed on the IDX. Finance: Theory and Practice. 2023;27(6):X-X. DOI:
10.26794/2587-5671-2023-27-6-X-X



Halaman 15 dan 16
METHODOLOGY

This type of research is descriptive analysis with a quantitative approach.
The data sources used are secondary data, namely the percentage level of
financial inclusion in each province of Indonesia obtained from the Financial
Services Authority through the website www.ojk.go.id, the percentage of
poverty, unemployment, and GDP to measure economic growth by presenting
data covering each province in Indonesia published by the Central Statistics
Agency through the website www.bps.go.id. Data analysis and hypothesis
testing in this study used the Partial Least Square (PLS).

Object of Research
The object of research in this research is a telecommunications sub-sector
service company that is registered as a public company (issuer) on the Indonesia
Stock Exchange (IDX). Telecommunications sub-sector companies are one of

the most important industries in supporting the internet network in a country.

Population and Population Sampling Procedure
The populations of this study are telecommunications companies listed on
the Indonesia Stock Exchange. The method of determining the sample in this

study is purposive sampling (intentional sampling).

Table 1
Sample Criteria
No. | Sample Selection Criteria According to Does Not Meet
Criteria Criteria
Telecommunications Sector 5
. Companies Listed onIDX ]
Companies that publish audited 4
- financial statements )



http://www.ojk.go.id/
http://www.bps.go.id/

Telecommunications Sector
3. | Companies Listed on the IDX 4 -
Become Cellular Operators

Incomplete

4. | Telecommunications Sector - 1

Companies for Research

Number of Companies Used 4
Total Data for 5 Years 20

Source: Indonesian Stock Exchange, 2022
Based on the criteria that has been determined using the purposive
sampling method, the number of sample companies in this research object is 4
companies according to predetermined criteria. Hence, the samples used in this

study were 20 samples with annual reports.

Table 2
Research Sample
No| Code Company name Sector
1 |EXCL PT XL Axiata Tbk Telecommunication
2 | FREN PT Smartfren Telecom Tbk Telecommunication
3 | ISAT PT Indosat Tbhk Telecommunication
4 | TLKM PT Telekomunikasi Indonesia | Telecommunication
Tbk

Source: Indonesian Stock Exchange, 2022

The data used in this research is secondary data obtained through the
websitehttps://www.idx.co.id/, in the form of a Statement of Financial Position
(Balance Sheet) and a Profit and Loss Report, especially for telecommunications

companies listed on the Indonesian Stock Exchange.


https://www.idx.co.id/

Halaman 18-21 karena permintaan editor untuk mengompres jumlah kata dan karakter
(yang sebelumnya halaman 22-26)

Economic Value Added (EVA) Calculation Results

The first step in determining EVA is finding net operating profit after tax.
Net Operating Profit After tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing. It can be concluded that
NOPAT is income before interest and tax (EBIT) adjusted for tax impact.
Following are the results of NOPAT.

Rp450.000.000.000.000
Rp400.000.000.000.000
Rp350.000.000.000.000

Rp300.000.000.000.000
Rp250.000.000.000.000
Rp200.000.000.000.000
Rp150.000.000.000.000
Rp100.000.000.000.000
Rp50.000.000.000.000
m_ - L m_ | I

Rp-
Rp(50.000.000.000.000) 2017 2018 2019 2020 2021

BEXCL ®FREN ®[SAT mTLKM

Fig.1. Market Value Added (MVA) (in IDN)

Source: Indonesian Stock Exchange, 2022

The results of Market VValue Added (MVA) research are in line with R.A.
Masyiyan and D. Isynuwardhana’s study which determines that the MV A value
in each company still has negative and positive values [6]. Their research
findings reveal that Indonesian telecommunications companies listed on the
Indonesia Stock Exchange (ISE) from 2014 to 2018 consistently generated
positive Market Value Added (MVA). This positive MVA (MVA > 0) indicates
their ability to create value for shareholders, supported by a sustained increase

in stock prices during this period.



Financial Value Added (FVA) Calculation Results
The first step to determining FVA is finding net operating profit after tax.

Net Operating Profit After tax (NOPAT) is a measure of profit that does not

include the tax costs and benefits of debt financing. It can be concluded that

NOPAT is income before interest and tax (EBIT) adjusted for tax impact.

Following are the results of the calculation of FVA.

Source: Indonesian Stock Exchange, 2022

Table 3
Financial Value Added (FVA) (in IDN)

CODE | 2017 2018 2019 2020 2021
EXCL | 18.592.453.381.891 | 25.424.742.660.075 | 22.945.239.362.615 | 34.988.912.187.688 | 32.318.537.174.115
FREN | 13.955.201.633.196 | 12.228.564.573.029 | 11.388.950.913.335 | 21.792.850.251.042 | 20.783.335.628.765
ISAT | 20.708.077.341.973 | 20.357.786.244.802 | 35.503.950.196.509 | 27.980.072.436.540 | 31.369.050.027.658
TLKM | 69.674.460.007 64.546.831.017 67.841.739.994 80.640.533.029 90.746.596.714

Rp40.000.000.000.000

Rp30.000.000.000.000

Rp20.000.000.000.000

Rp10.000.000.000.000 II I II I I

Rp-

2017
mEXCL ®FREN

2018

2019

2020 2021

ISAT ETLKM

Fig. 2. Financial Value Added (FVA) (In IDN)

Source: Indonesian Stock Exchange, 2022

The results of Financial VValue Added (FVA) research are in line with a

study conducted by A.E. Bayraktaroglu, F. Calisir, and M. Baskak which found

that the FVVA value in each company still has negative and positive values [27].

In companies that produce a positive FVA value, it means that the company's

management has been able to create added financial value for the company or




the company's net profit and depreciation are able to cover Equivalent

Depreciation.

Refined Calculation Results Economic Value Added (REVA)
The first step to determining REVA is finding net operating profit after

tax. Net Operating Profit After tax (NOPAT) is a measure of profit that does not

include the tax costs and benefits of debt financing. It can be concluded that

NOPAT is income before interest and tax (EBIT) adjusted for tax impact.

Following are the results of REVA.

Tablel 4
Refined Economic Value Added (REVA) (in IDN)
CODE 2017 2018 2019 2020 2021
EXCL | (898.193.420.745) | (1.403.485.350.769) | 1.045.042.053.623 | 3.554.539.617.440 | 2.614.575.765.514
FREN | 3.272547.199.794 | 4.626.824.507.733 | 2.904.069.087.972 | 1.277.801.484.901 | (540.220.425.394)
ISAT | 1.627.683.127.606 121.188.267.780 | 17.164.876.477.116 | 1.282.952.284.288 |  7.020.433.499.586
TLKM | (3.519.427.059.425) | (3.656.834.714.811) | (2.631.501.427.737) | (2.488.592.893.509) | (2.837.361.088.982)
Source: Indonesian Stock Exchange, 2022
Rp20.000.000.000.000
Rp15.000.000.000.000
Rp10.000.000.000.000
Rp5.000.000.000.000
2017 2018 2019 2020 2021
Rp(5.000.000.000.000)
EXCL ®WFREN ®ISAT =TLKM

Fig. 3. Refined Economic Value Added (REVA) (In IDN)
Source: Indonesian Stock Exchange, 2022



The results of Refined Economic Value Added (REVA) research are in
line with S. Geng, S. Liu, and X. Liao which determines that the REVA value
in each company still has negative and positive values [28]. In companies that
generate a positive REVA value, it means that there has been a process of
economic added value for the company and more economic value after the
company has paid all obligations to creditor bank funders and shareholders in

the capital market.
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ABSTRACT

The purpose of this study is to suggest an approach to analyzing the efficiency of telecommunications companies listed
on the Indonesia Stock Exchange (IDX) using methods for determining Economic Value Added (EVA), Market Value Added
(MVA), Financial Value Added (FVA), and Refined Economic Value Added (REVA). A summary of the relevant literature is
formed on the bibliographic database. Statistical data based on information from the Indonesia Stock Exchange for
four companies in the telecommunications sector over 5 years. Data from reports’ balance sheets, including reports
of profits and losses, is investigated. The results of the survey demonstrated that a telecommunications company
had a positive EVA value, which meant that it succeeded in creating economic value. The three telecommunications
companies had a positive MVA value, which meant that they provided value-added through market capitalization. In
four telecommunications companies, a positive FVA indicated that management was successful in providing financial
value-added for the company. One of the four telecommunications companies produced a positive REVA, which meant
an increase in economic value after the company paid off all liabilities to creditors and shareholders. The use of various
value-added measures to assess the performance of Indonesian businesses is a scientific novelty that contributes to the
development of corporate finance theory.

Keywords: Financial Performance; Economic Value Added (EVA); Market Value Added (MVA); Financial Value Added (FVA);
Refined Economic Value Added (REVA)

For citation: Istan M. Financial performance analysis using EVA, MVA, FVA, and REVA methods for telecommunication sub-sector
companies listed on the IDX. Finance: Theory and Practice. 2023;27(6):211-222, DOI: 10.26794/2587-5671-2023-27-6-211-222

INTRODUCTION investors seek revenue by providing capital from

Indonesia’s tech industry, particularly smartphones
and the internet, is rapidly expanding with the advent
of 5G. In early 2022, the country had an astonishing
210 million internet users, mainly accessing social
media on mobile devices. According to the
“Indonesian Internet Profile 2022 by the APJII,
99.16% of users were aged 13-18. With an
estimated population of 272.68 million, the
internet penetration rate in 2022 reached 77.02%,
up from 73.7% in 2020, connecting 196.71 million
Indonesians. Key internet usage drivers include
information access (92.21%), remote work/study
(90.21%), public services (84.9%), email (80.7%),
online transactions (79%), entertainment content
(77.25%), online transportation (76.47%), and
financial services (72.32%) (www.kompas.com).
Tech advancements impact Indonesia’s economy.
Companies must strategize to enhance shareholder
and investor values. As noted by A. Horton [1],

© Istan M., 2023
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owners and creditors. Companies must improve
quantity and quality for expected benefits. Regular
financial statement evaluations are vital for assessing
financial health and ensuring survival, according to
D. E. Kieso et al. [2]. Financial performance
measurement is vital for assessing a company’s goal
achievement. Utilizing financial ratios derived from
historical data is common. Yet, it has limitations due
to subjectivity in accounting data, potentially leading
to inaccurate and imprecise measurements, according
to E. R. Rahadjeng [3].

Financial ratio analysis, while useful for assessing
financial performance and guiding decisions, does
not guarantee an entirely accurate representation of
a company’s true financial condition, according to
N. Yoshino, F. Taghizadeh-Hesary [4]. Financial ratio
analysis neglects a company’s risk exposure by
disregarding the cost of capital. To address this
limitation in financial performance measurement,
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a value-based approach has emerged, according to
a paper by J. Choi et al. [5]. EVA and MVA assess
corporate performance, cost of capital, and capital
investment. Law No. 36/1999 and a 2002 government
regulation enabled foreign mobile operators in
Indonesia, heralding telecom industry liberalization.
PT Telekomunikasi Indonesia Thk accelerated
digitalization in response to COVID-19, offering ICT
services and solutions to aid the nation and government.
Despite challenges, Telkom Group improves digital
infrastructure and services for an excellent customer
experience. If traced back, the average EVA value for
the telecommunication industry in Indonesia listed on
the IDX for 20142018 grew significantly. In detail, the
result of Economic Value Added (EVA) calculation for
the telecommunications industry in Indonesia listed
on the Indonesia Stock Exchange (BEI) in 2014 was
negative, amounting to —514,684,002,483. However,
in 2015, the value turned positive and experienced an
increase to 1,978,484,129,235. Subsequently, in 2016,
there was a decline, but still with a positive value, which
was 922,333,214,645. In 2017, there was an increase
again, reaching 1,142,095,810,347 with a positive value.
Moreover, it increased again in 2018, with a positive
value of 3,003,894,766,520. The average EVA value for
the telecommunications industry in Indonesia listed
on the BEI from 2014 to 2018 was positive, amounting
to 1,306,424,783,653.

R.A. Masyiyan’s and D. Isynuwardhana’s research
found that the results of the MV A calculation, the
significance value of the MVA variable is 0,091 >
0,05 [6]. Judging from the five telecommunications
companies listed on the Indonesia Stock Exchange from
2015-2020, all companies have positive MV A values,
so telecommunications companies for the 2015-2020
period have succeeded in increasing company wealth.
The purpose of this study is to analyze financial
performance using the Economic Value Added (EVA),
Market Value Added (MVA), Financial VValue Added
(FVA), and Refined Economic Value Added (REVA)
methods in telecommunications sector companies
listed on the Indonesia Stock Exchange.

LITERATURE REVIEW
This section provides some context on the concepts of
theory behind multiple variables used in the present
study. Such variables are composed of
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financial statements, economic value added, market
value added, financial value added, and refined
economic value added.

Financial Statements

Financial reports are reports that show the
company’s financial condition at this time or in a
certain period, according to E. A. Osadchy et al. [7].
Financial statements present information about
entities, which include: assets, liabilities, equity,
income and expenses, including profits and losses,
contributions from and distributions to owners in
their capacity as owners and cash flows, as
stated by R. Bergitta Sonia et al. [8]. According to
C. E. Grigoras-lchim et al. a complete financial report
usually includes a Statement of Financial Position, a
Profit and Loss Report, a Statement of Changes in
Equity, and a Statement of Cash Flows [9].

Financial reports aim to inform stakeholders about
a company’s financial status and performance during
a specific period. According to Statement of Financial
Accounting Standards (PSAK) No. 1 (2015: 3), these
reports serve the purpose of offering information on
the financial position, performance, and cash flows
that are valuable to most users for making economic
decisions. The financial performance, found in a
company’s financial statements, can be evaluated
through analytical tools: S. Cantele, A. Zardini [10].

Economic Value Added (EVA)
EVA, distinct from accounting profit, estimates
economic profit by subtracting the cost of capital
from profits. This objective measure reflects
compensation levels. EVA is calculated using the
following formula:

EVA=NOPAT —(WACC xIC),

where EVA — Economic Value Added; NOPAT — Net
Operating Profit After Tax (After operating profit
tax); WACC — Weighted Average Cost of Capital
(Average cost of capital weighted average); IC —
Invested Capital.

Market Value Added (MVA)
MVA is the difference between the total market
value of the company’s equity and the amount
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of equity capital invested by investors, as stated by
R. Bergitta Sonia, Z. A. Zahroh, D. F. Azizah [8].
Market Value Added is the difference between the
company’s market value and the invested capital. The
following is the formula for MVA:

Market Value Added = MarketValue — Invested Capital .

In this case, the measurements according to
Rudianto as cited in D. L. Moezaque, A. Daito [11]
are as follows:

MVA value >0 or positive MVA shows management
has succeeded in providing added value through
growth.

MVA value <0 or negative MVA shows

management is unable to provide added value through
the growth of the market capitalization value of the
shares issued.

Financial Value Added (FVA)
F VA is a method for measuring company
performance and added value. This method
considers the contribution of fixed assets in
generating the company’s net profit, according to
O. M. Olarewaju, T. S. Msomi [12]. Here’s the FVA
formula:

FVA = NOPAT —(ED-D),

where FVA — Financial Value Added; NOPAT —
Net Operating Profit after Tax; ED — Equivalent
Depreciation; D — Depreciation.

In principle, the condition (FVA value > 0 or
positive FVA) shows that the company’s management
has succeeded in providing financial value added to the
company. In the meantime, the condition (FVA value
< 0 or negative FVA) shows that there is no process of
adding financial value to the company. Subsequently,
the condition (FVA value = 0 or breakeven point) shows
that the management is not successful in providing
added value or financial reduction.

Refined Economic Value Added (REVA)
Considering stock market prices and abnormal
returns formed by the difference between stock
returns and market returns, while EVA is based on
share value M. Pinochi et al. [13]. The formula used

to calculate Refined Economic Value Added (REVA)
is as follows:

REVAt = NOPATt — (MVt —1x KW ),

where REVA t — Refined Economic Value Added in
the t-period; NOPAT t — Net Operating Profit After
Tax in the t-period; MV t — 1 — Market Value of the
business entity in period t — 1 (Market Value of
Equity); KW — the cost of capital is the cost of
borrowing interest and fees equity and calculated on a
weighted average basis (WACC).

Using the Refined Economic Value Added (REVA)
method can be interpreted as follows:

If REVA > 0, this indicates that there has been a

process of economic added value for the company;

If REVA < 0, this indicates that the company does
not process economic added value or is unable to pay
its obligations to funders;

If REVA =0, this indicates that there is no process
of economic added value or economic reduction.

Several prior studies have investigated variables
such as financial statements, economic value added,
market value added, financial value added, and
refined economic value added individually. In terms
of the variable of financial statements, N. Ding et al.
sought to see the extent to which the teams of top
management are interconnected to the comparability
of financial statements [14]. The study on experienced
foreign CEOs (FCEOs) found that their financial and
accounting expertise, coupled with international
work experience, enhances financial statement
comparability. This correlation weakens with rising
economic policy uncertainty, emphasizing the critical
role of financial reporting in understanding the
FCEOs’ impact on financial statement comparability.
Subsequently, G. Salijeni et al. executed a study on the
growth of Big Data and Analytics (BDA) tools. They
revealed that BDA reshapes interactions among audit
firm departments and with clients [15].

In terms of the variable of economic value added,
A. Kordalska and M. Olczyk conducted a study to
determine the factors that influence the development
of global value chains (GVCs) in a few chosen Central
and Eastern European (CEE) countries, with a focus on
functional specialization (FS) [16]. This study, based
on World Input-Output Database data, revealed a
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distinct value-added pattern in Central and Eastern
European countries (CEE). Poland and Slovakia’s GVC
positions are unfavorable due to their emphasis on low
value-added manufacturing. The study highlighted
wage convergence and strong GVC backward linkages
as drivers of increased value-added in various business
activities. Subsequently, L. Yang executed a study
on testing the impacts of various trade standards on
China’s value-added and total exports in global
value chains by using a gravity model [17]. The
study highlights China’s export advantages through
international norm alignment and emphasizes strict
regulation enforcement. Mandatory criteria have a
greater impact than voluntary ones, particularly on
overall exports. Value-added exports are negatively
affected by voluntary country-specific requirements,
while there is no statistically significant impact of
voluntary global harmonized standards on either
export category.

In terms of the variable of market value added,
K. Blind et al. analyzed the influence of formal
standards on commerce in global value chains (GVCs)
in Europe [18]. Using a panel data gravity model,
they examined the impact of national, European,
and global standards on European trade. National
standards impede European value chains, while
European and international standards facilitate
trade. European standards mainly affect intra-
European value chains, and international standards
enhance imports into Europe from third countries,
ensuring information parity in the European Single
Market. The interaction of national and European
standards in European value chains positively
influences trade, emphasizing the importance of
national standardization. Subsequently, C. Lutz and
G. Tadesse conducted a study exploring the difficulties
encountered by smallholder producer cooperatives
from developing nations in their pursuit of entry into
agricultural global value chains [19]. They examined
how incorrect selection and insufficient dedication
affect competitiveness in farmers’ market groups.
The study challenged the prevailing assumption that
open membership is universally beneficial, asserting
that it can be problematic for innovative farmer’s
market organizations.

In terms of the variable of financial value added,
A. Mirza et al. conducted a study to investigate, from
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the vantage point of a developing nation that has
adopted the full complement of IFRS, how the value
relevance of financial reporting has changed [20].
Their study, using the Ohlson pricing model, assessed
financial statement relevance in the Malaysian capital
market. It underlined the importance of operating
cash flow alongside profits and the book value of
equity for investment decisions. The study revealed
a disparity between management bias in reported
profits and book value of equity from 2012 to 2006
and the financial reporting framework, emphasizing
earnings in investment decisions. These findings
have regulatory implications for improving financial
reporting reliability. Subsequently, H. Kaibuchi et al.
worked on improving Value-at-Risk (VaR) estimation
for extreme loss return distributions in financial risk
management. They introduced GARCH-UGH, a two-
step bias-reduced method for dynamic extreme VaR
estimation. GARCH-UGH outperformed traditional
methods in in-sample and out-of-sample backtesting
across various financial time series [21].

In terms of the variable of refined economic value
added, L.V. Dewri’s research explored the interplay
between corporate governance (CG), financial
performance (FP), and refined economic value added
(REVA) in predicting firm value (FV) and return
on stock (RoS) using GMM estimation. The study
identified strong correlations between FV and RoS and
CG, FP, and REVA [22]. Effective CG practices can
significantly enhance FP, sustain positive economic
value, and ultimately improve FV and Ro S. Firms
demonstrating consistent FVV growth can provide a
healthy return on investment (Rol) to shareholders,
motivating managers to prioritize robust CG and
providing investor confidence in stable FP and ongoing
REVA growth [23].

Previous studies above examined individual
variables and were conducted in different countries. In
contrast, the current study, specific to Indonesia,
integrates multiple variables (financial statements,
economic value added, market value added, financial
value added, and refined economic value added)
simultaneously.

METHODOLOGY
This type of research is descriptive analysis with a
guantitative approach. The data sources used are
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Table 1
Sample Criteria
No. Sample Selection Criteria According to Criteria Does Not Meet Criteria
1 Telecommunications Sector Companies Listed on 5 _
the IDX
Companies that publish audited financial
2 4 —
statements
3 Telecommunications Sector Companies Listed on 4 _
the IDX Become Cellular Operators
4 Incomplete Telecommunications Sector Companies _ 1
for Research
Number of Companies Used 4
Total Data for 5 Years 20

Source: Indonesian Stock Exchange, 2022.

secondary data, namely the percentage level of
financial inclusion in each province of Indonesia
obtained from the Financial Services Authority
through the website www.ojk.go.id, and the
percentage of poverty, unemployment, and GDP to
measure economic growth by presenting data
covering each province in Indonesia published by the
Central Statistics Agency through the website
www.bps.go.id. Data analysis and hypothesis testing
in this study used the Partial Least Squares (PLS).

Object of Research
The object of this research is a telecommunications
sub-sector service company that is registered as
a public company (issuer) on the Indonesia Stock
Exchange (IDX). Telecommunications sub-sector
companies are one of the most important industries
for supporting the internet network in a country.

Population and Population Sampling Procedure
The populations of this study are telecommunications
companies listed on the Indonesia Stock Exchange.
The method of determining the sample in this study
is purposive sampling (intentional sampling). The
sample is presented in Table 1.
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Based on the criteria that have been determined
using the purposive sampling method, the number
of sample companies in this research object is 4,
according to predetermined criteria. Hence, the
samples used in this study were 20 samples with
annual reports, as displayed in Table 2.

The data used in this research is secondary
data obtained through the websitehttps://www.
idx.co.id/, in the form of a Statement of Financial
Position (Balance Sheet) and a Profit and Loss Report,
especially for telecommunications companies listed
on the Indonesian Stock Exchange.

Analysis Techniques

The technique for analyzing financial performance in
this study is to use the Economic Value Added (EVA),
Market Value Added (MVA), Financial Value Added
(FVA), and Refined Economic Value Added (REVA)
methods, namely:

1. Economic Value Added (EVA)

According to M. Dewi [23], the steps used in
calculating EVVA are as follows:

a. Net Operating Profit After Tax (NOPAT)

Net Operating Profit After Tax + Interest Expense .

215


http://www.bps.go.id/
http://www/

CORPORATE FINANCE

Table 2

Research Sample

1 EXCL PT XL Axiata Tbk Telecommunication
2 FREN PT Smartfren Telecom Tbk Telecommunication
3 ISAT PT Indosat Tbk Telecommunication
4 TLKM PT Telekomunikasi Indonesia Tbk Telecommunication

Source: Indonesian Stock Exchange, 2022.
b. Invested Capital (IC)

Invested Capital =Total Debt and Equity — short term Debt
c. Debt Capital Level (D)

Total Debt
Total Debt and Equity

Debt Capital Level (D) =

d. Cost of Debt (rd)
Cost of Debt = Interest Expense

Total Debt

x100%

e. Tax Rate/ Tax (t)

Tax Expense
Profit BeforeTax

TaxRate (t) = x100%

f. Capital Level of Equity (E)

Total Equity
Total Debt and Equity

Capital Level of Equity = x100%

g. Cost of Equity (re)

x100%

Earnings Per Share (EPS )
Stock Price

Cost of Equity(re)= x100%

h. Weighted Average Cost of Capital (WACC)
WACC ={(D xrd (1-tax )+ (E xre)}
i. Capital Charges (CC)
Capital Charges = Invested Capital xWACC

j. Economic Value Added (EVA)

EVA = NOPAT —Capital Charge

According to F. Gomez-Bezares et al. [24], to assess
the financial performance of a company, the EVA

method can be grouped into 3 categories as follows:

1. IfEVA>0or EVA s positive.

The company’s financial performance can be
said to be good because it can add business value.
In this case, employees are entitled to bonuses,
creditors still receive interest and shareholders
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can get returns equal to or more than what was
invested.

2. IfEVA=0.

Economically “break even” because all profits are
used to pay obligations to funders, both creditors and
shareholders, so that employees do not get bonuses,
only salaries.

3. IFEVA <0 or EVA is negative.

The company’s financial performance is said to be
unhealthy because it cannot provide added value. In
this case, employees cannot get bonuses, it’s just that
creditors still get interest and shareholders don’t get
returns commensurate with what they invested.

Market Value Added (MVA)
The steps used to calculate MVA, according to
E. K. Zavadskas et al. [25] are as follows:
a. Market Value

MarketValue = Stock Market Price x Number of Shares

b. Invested Capital

Invested Capital = NominalValue x Number of Shares

c. Market Value Added (MVA)

MarketValue Added = MarketValue — Invested Capital

In this case, the measurements are as follows:

1. MVA value > 0 or positive MVA

It shows management has succeeded in
providing added value through the growth in market
capitalization value of shares issued or that the
company is able to sell shares in the market at a
premium price.

2. MVA value < 0 or negative MVA

It shows management is unable to provide added
value through the growth of the market capitalization
value of the shares issued or the stock price in the
market below the book value (equity per share).

3. MVAvalue =0

It shows that management has failed to provide
added or reduced value through the growth of the
market capitalization value of shares because the
stock price in the market is the same as the book
value (equity per share).

FINANCE: THEORY AND PRACTICE ¢ Vol. 27, No.6'2023 ¢ FINANCETP.FARU @

Financial Value Added (FVA)
According to Rodryguez, in A. Octaviani, A. Husaini
[26], the steps used in the FVVA calculation are as
follows:
a. Net Operating Profit After Tax (NOPAT)
NOPAT = Net Profit After Tax + Interest Cost

b. Total Resources (TR)
TR = LongTermDebt (D)+TotalEquity (E)

c. Equivalent Depreciation (ED)
ED =Weighted AverageCost of Capital (k )xTR

d. Financial Value Added (FVA)
FVA = NOPAT - (ED — D)

The measurement results using the Financial VValue
Added (FVA) method, as suggested by A. Octaviani and
A. Husaini [26] can be interpreted as follows:

4. FVA value > 0 or positive FVA

It shows that the company’s management has
succeeded in providing financial added value to the
company or that there is more finance when the
company’s net profit is able to cover the Equivalent
Depreciation (ED).

5. FVA value < 0 or negative FVA

It shows that there is no process of financial added
value for the company or that the company’s net profit
and depreciation are unable to cover Equivalent
Depreciation (ED).

6. FVA value = 0 or breakeven point

It shows that management has failed to provide
added value or financial reductions because the
company’s net profit and depreciation have been
used up to pay Equivalent Depreciation (ED).

Refined Economic Value Added (REVA)
The formula used to calculate Refined Economic
Value Added (REVA), as suggested by A. Octaviani
and A. Husaini [26] is as follows:

REVAt = NOPATt —(MVt —1x Kw).

The measurement results using the Refined
Economic Value Added (REVA) method can be
interpreted as follows:

1. If REVA > 0, this indicates that there has
been a process of economic added value for the
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Fig. 1. Market Value Added (MVA) (in IDN)

Source: Indonesian Stock Exchange, 2022.
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Fig. 2. Financial Value Added (FVA) (In IDN)

Source: Indonesian Stock Exchange, 2022.

company or that there is more economic value after
the company has paid all obligations to the funders,
both creditors and shareholders in the capital
market.

2. If REVA < 0, this indicates that there is no
economic added value process for the company or
the company is unable to pay its obligations to the
funders, both creditors and shareholders in the
capital market.

3. If REVA = 0, this indicates that there is no
process of economic added value or economic
reduction because profits have been used up to pay
obligations to funders, both creditors and
shareholders in the capital market.
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® |SAT mTLKM

RESULT AND DISCUSSION
The telecommunications companies selected as
samples in this study include:

1. PT. XL Axiata Tbk (EXCL)

PT. XL Axiata Tbk (formerly PT Excelcomindo
Pratama Tbk) is a mobile telecommunications operator
company in Indonesia.

2. PT.Smartfren Telecom Tbk (FREN)

PT Smartfren Telecom Tbk was established on
2 December 2002 under the name PT Mobile-8
Telecom based on Deed No. 11 dated 2 December
2002. PT Smartfren Telecom Tbk is one of the
leading telecommunication service providers in
Indonesia. Smartfren innovated by launching
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Fig. 3. Refined Economic Value Added (REVA) (In IDN)
Source: Indonesian Stock Exchange, 2022.

2018

2019

2020

TLKM

Financial Value Added (FVA) (in IDN)

2021

Table 3

EXCL 18,592,453,381,891 | 25,424,742,660,075 | 22,945,239,362,615 | 34,988,912,187,688 | 32,318,537,174,115
FREN 13,955,201,633,196 | 12,228,564,573,029 | 11,388,950,913,335 | 21,792,850,251,042 | 20,783,335,628,765
ISAT 20,708,077,341,973 | 20,357,786,244,802 | 35,503,950,196,509 | 27,980,072,436,540 | 31,369,050,027,658
TLKM | 69,674,460,007 64,546,831,017 67,841,739,994 80,640,533,029 90,746,596,714

Source: Indonesian Stock Exchange, 2022.

Refined Economic Value Added (REVA) (in Rupiah)

Table 4

EXCL | (898,193,420,745) |(1,403,485,350,769)| 1,045,042,053,623 | 3,554,539,617,440 | 2,614,575,765,514
FREN | 3,272,547,199,794 | 4,626,824,507,733 | 2,904,069,087,972 | 1,277,801,484,901 | (540,220,425,394)
ISAT 1,627,683,127,606 | 121,188,267,780 |17,164,876,477,116| 1,282,952,284,288 | 7,020,433,499,586
TLKM [(3,519,427,059,425) |(3,656,834,714,811)|(2,631,501,427,737)((2,488,592,893,509) | (2,837,361,088,982)

Source: Indonesian Stock Exchange, 2022.

FINANCE: THEORY AND PRACTICE ¢ Vol. 27, No.62023 ¢ FINANCETP.FA.RU @

219



CORPORATE FINANCE

the first commercial 4G LTE Advanced service in
Indonesia in 2015.

3. PT Indosat Tbk (ISAT)

Established as a foreign capital company by the
Indonesian government. Commenced commercial
operations in September 1969 to build and operate
the International Telecommunications Satellite
Organization, or Intelsat, a ground station in
Indonesia to access Intelsat’s Indian Ocean Region
satellites.

4. PT Telekomunikasi Indonesia Tbk (TLKM)

Telkom’s majority shareholder is the Government
of the Republic of Indonesia with 52.09%, while the
remaining 47.91% is controlled by the public. Telkom
shares are traded on the Indonesia Stock Exchange
(IDX) with the code “TLKM” and the New York Stock
Exchange (NYSE) with the code “TLK”.

Economic Value Added (EVA) Calculation Results
The first step in determining EVA is finding net
operating profit after tax (NOPAT). NOPAT is a
measure of profit that does not include the tax costs
and benefits of debt financing. It can be concluded
that NOPAT is income before interest and tax (EBIT)
adjusted for tax impact. The results of NOPAT can
be seen in Fig. 1 demonstrating the market value
added (MVA).

The results of Market Value Added (MVVA) research
are in line with R.A. Masyiyan and D. Isynuwardhana’s
study, which determines that the MVA value in each
company still has negative and positive values [6].

Financial Value Added (FVA) Calculation Results
The first step to determining FVA is finding net
operating profit after tax. Net Operating Profit After
Tax (NOPAT) is a measure of profit that does not
include the tax costs and benefits of debt financing.
It can be concluded that NOPAT is income before
interest and tax (EBIT) adjusted for tax impact. The
results of the FVA calculation are presented in Table
3 and Fig. 2.

The results of Financial Value Added (FVA)
research are in line with a study conducted by
A. E. Bayraktaroglu et al. which found that the FVA
value in each company still has negative and positive
values [27]. In companies that produce a positive
FVA value, it means that the company’s management

220

has been able to create added financial value for the
company or the company’s net profit and depreciation
are able to cover Equivalent Depreciation.
Refined Calculation Results Economic Value Added
(REVA)

The first step to determining REVA is finding net
operating profit after tax (NOPAT). The results of
REVA can be viewed in Table 4 and Fig. 3.

The results of Refined Economic Value Added
(REVA) research are in line with those of S. Geng
et al., who determined that the REVA value in each
company still has negative and positive values [28].
In companies that generate a positive REVA value,
it means that there has been a process of economic
added value for the company and more economic
value after the company has paid all obligations to
creditors, bank funders, and shareholders in the
capital market.

CONCLUSION

The company’s financial performance as measured by
the Market Value Added (MVA) approach is
profitable for PT XL Axiata Tbk, PT Indosat Tbk, and
PT Telekomunikasi Indonesia Tbk. PT Smartfren
Telecom Tbk has a negative market value added
(MVA). A positive MVA indicates that business
management has succeeded in generating added value.
The company’s financial performance uses the
Financial Value Added (FVA) method for the 2017—
2021 period, which has a positive value at PT XL
Axiata Tbk, PT Smartfren Telecom Tbk, PT Indosat
Tbk and PT Telekomunikasi Indonesia Tbk. A
positive FVA means that the
management has been able to create added financial
value for the company or that the company’s net profit
and depreciation have been able to cover equivalent
depreciation. The company’s financial performance
uses the Refined Economic Value Added (REVA)
method, which has a positive value at PT Indosat Tbk.
Refined Economic Value Added (REVA) has a
negative value at PT XL Axiata Tbk, PT Smartfren
Telecom Thk and PT Telekomunikasi Indonesia Tbk.
REVA, which has a positive value, has resulted in a
process of economic added value for the company
and more economic value after the company has paid
all obligations to the funders, both creditors and
shareholders.

company’s
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