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ARTICLE INFO ABSTRACT

This study aims to test and analyze the influence of independent
variables, namely Digitalization, Tax Planning, and Capital Structure
on the dependent variable, namely Company Value using the Tobins'Q
ratio to measure company value. The population of this study includes
companies from the banking sector listed on the Indonesia Stock
Exchange (IDX) in the 2020-2024 period. The research sample was
selected using a purposive sampling technique, resulting in a total of
30 companies. Data analysis was carried out using multiple linear
regression analysis with the help of the IBM SPSS Statistics
application. The results of this study indicate that digitalization has a
significant negative effect on company value, tax planning has a
significant negative effect on company value, and capital structure has
a significant positive effect on company value.
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INTRODUCTION

In the current era of economic transformation, firm value is increasingly recognized as a central
indicator of company performance and market perception. This is particularly relevant for the banking
sector, which plays a central role in financial intermediation and contributes significantly to economic
performance, especially in emerging markets (Dayag & Trinidad, 2019; Vu & Le, 2021). Maintaining
and improving firm value requires not only operational efficiency, but also strategic decisions regarding
digital transformation, tax planning, and capital structure management.

Digitalization, as a key aspect of corporate transformation, has received growing attention due to
its potential to improve operational efficiency and reshape investor perception. According to Deegan &
Tanner (2002), digitalization refers to the transformation of information into digital formats, enabling
automation and efficient decision-making. Prior studies such as Salvi et al. (2021) and Swamy et al.
(2019) find that increased digital presence and external exposure through online information are
positively associated with firm value. However, contrasting findings from Nugraha (2022) and Santosa
& Salma (2023) suggest no significant impact, indicating inconsistency that warrants further
exploration.

Tax planning is another critical dimension influencing financial outcomes. By minimizing tax
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liabilities within legal boundaries, companies aim to retain more earnings, thus increasing shareholder
value. Yet, the relationship between tax planning and firm value remains inconclusive. While studies
like Angelina & Darmawan (2021) and Anisran & Ma’wa (2023) identify a positive influence, others
such as Astuti et al. (2021) report insignificant effects. These variations may stem from industry-specific
factors and regulatory environments that shape corporate tax behavior.

Capital structure, reflecting a firm's financial leverage and risk tolerance, also influences market
valuation. The pecking order theory (Myers & Majiuf, 1984) posits that firms prefer internal funding
before resorting to debt or equity issuance due to information asymmetry. Empirical evidence from
Frank & Goyal (2003) supports the relevance of this theory in emerging markets, while Connelly et al.
(2011) argue that capital decisions signal managerial confidence and strategic intent to investors.
Despite these insights, results across contexts vary, highlighting the complexity of financial policy
outcomes.

Although previous research has examined these three variables separately, integrated empirical
analysis within the banking sector remains scarce. Additionally, most studies overlook the role of
external digital exposure—such as public attention measured by the Google Search Volume Index
(GSVI) (Da et al., 2011; Swamy et al., 2019)—as a novel proxy for digitalization that captures real-
time investor sentiment.

This study seeks to fill this research gap by evaluating the combined effects of digitalization
(measured through GSVI), tax planning (measured through ETR), and capital structure (measured
through DER) on firm value (measured through Tobin’s Q) in Indonesia’s banking sector during 2020—
2024. The novelty of this research lies in the integration of these three strategic variables in one
empirical model, the adoption of GSV1 as an external digital signal, and the contextual focus on banking
institutions subject to specific regulatory conditions.

LITERATURE REVIEW (if any)

Digitalization and Firm Value

Digital transformation has become a fundamental strategic imperative for firms, particularly in
industries heavily influenced by technology and innovation. According to Chen & Srinivasan (2019),
digitalization improves operational performance, customer engagement, and internal decision-
making—all of which may contribute to firm value. Salvi et al. (2021) emphasized that online digital
information can act as a market signal, enhancing firm transparency and positively impacting investor
perception. However, empirical evidence on the relationship between digitalization and firm value
remains inconclusive. While Swamy et al. (2019) found that digital attention—measured through
Google Search Volume Index (GSVI)—has a significant effect on firm valuation in emerging markets,
other studies such as Santosa & Salma (2023) and Nugraha (2022) found no significant influence in the
context of Indonesian banks

Tax Planning and Firm Value

Tax planning represents a corporate effort to manage tax liabilities legally and efficiently. From an
agency theory perspective, efficient tax planning reduces agency costs by maximizing residual claims
for shareholders (Jensen & Meckling, 1976). Angelina & Darmawan (2021) demonstrated that Cash
Effective Tax Rate (Cash ETR) is positively associated with firm value, while Book Tax Difference has
a negative association. In contrast, Astuti et al. (2021) and Sari & Irawati (2022) reported no significant
effect, possibly due to industry-specific tax treatment or differences in transparency levels. Further,
studies conducted in Vietnam by Vu & Le (2021) confirm that effective tax strategies are crucial in
improving valuation, particularly for firms with higher profitability margins or regulatory complexity.

Capital Structure and Firm Value

Capital structure reflects the firm's decision in balancing debt and equity, which significantly
impacts risk and return. Myers & Majluf (1984) introduced the pecking order theory, where internal
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funding is prioritized over external debt or equity due to asymmetric information. This is supported by
empirical findings from Frank & Goyal (2003) and Luu (2021), who found that leverage, when
optimally maintained, can signal financial discipline and enhance firm value. In emerging markets,
capital structure decisions are often influenced by regulatory constraints, especially in the banking
industry. Connelly et al. (2011) argue that capital decisions also serve a signaling role, communicating
management confidence to investors.

METHOD

This study uses a quantitative explanatory approach with a causal design to examine the influence
of digitalization, tax planning, and capital structure on firm value. The study employs secondary data
and applies statistical methods to test the formulated hypotheses. The population consists of all banking
companies listed on the Indonesia Stock Exchange (IDX) during the 20202024 period. A purposive
sampling technique was applied to select banks that met the following criteria with a total of 30 banking
firms were selected as the final sample. The study uses secondary data collected from the official
website of the Indonesia Stock Exchange (www.idx.co.id), each company's financial statements, and
Google Trends. The variables used include:

e Firm Value, measured using Tobin’s Q ratio.

o Digitalization, proxied by Google Search VVolume Index (GSVI).

e Tax Planning, measured by Effective Tax Rate (ETR).

o Capital Structure, proxied by Debt to Equity Ratio (DER).

Model feasibility was tested using the F-test, and the significance of each independent variable was

assessed using the t-test. All statistical analyses were conducted using IBM SPSS Statistics version 27.

RESULT AND DISCUSSION

Descriptive Statistics
Base on Table 1 Descriptive statistics provide a summary of the variables used in the model,
including mean, standard deviation, minimum, and maximum values.
Table 1. Descriptive Statistics

Descriptive Statistics
N | Minimum | Maximum Mean Std. Deviation
Digitalization 150 | 0.23077 | 81.21154 38.935 | 21.21309294
Tax Planning 150 | 0.01221 0.65919 | 0.2454489 0.08552187
Capital Structure | 150 | 0.08099 | 16.07858 | 4.9295662 2.9889643
Firm Value 150 | 0.36863 | 18.49779 | 1.2770616 1.5501088
Valid N (listwise) | 150

Source: Data processed with SPSS 27, 2025

Classical Assumption Tests

To ensure the reliability of regression analysis, classical assumption tests were conducted:

e Normality Test:

The residuals were tested using the Kolmogorov—Smirnov test. After removing outliers, the p-
value > 0.05, indicating that the residuals are normally distributed.

e Multicollinearity Test:
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Variance Inflation Factor (VIF) values for all independent variables were below 10 and tolerance
values were above 0.1, suggesting the absence of multicollinearity.

e Heteroscedasticity Test:
The Glejser test showed that the significance values of all variables > 0.05, indicating that the
model is free from heteroscedasticity.

e Autocorrelation Test:

The Durbin-Watson statistic was adjusted using the Cochrane-Orcutt method and resulted in a
value close to 2, indicating no autocorrelation in the residuals.
These results confirm that the data meet the basic assumptions of linear regression analysis.

Regression Analysis Result
The multiple linear regression analysis produced the following model:

Y = 1,024 — 0,001Digit — 0,250Tax + 0,007DER + ¢
Where:
Y : Firm Value (Tobin’s Q)
Digit : Digitalization (GSVI)
Tax : TaxPlanning (ETR)
DER : Capital Structure (Debt to Equity Ratio)

Model Feasibility (R2 and F-Test)

The coefficient of determination (Adjusted R?) is 0.207, indicating that approximately 20.7% of the
variation in firm value is explained by digitalization, tax planning, and capital structure. Although
moderate, this level is acceptable for cross-sectional data in finance and accounting studies.

The F-statistic value is 9.987 with a significance level of 0.000 (p < 0.01), indicating that the
regression model is statistically feasible and all independent variables collectively have a significant
effect on firm value.

t-Test Results (Partial Significance Test)

The t-test (partial test) was used to evaluate the individual influence of each independent variable
on firm value (Tobin’s Q). The results of the t-test are summarized in the table below:

Table 2. t-Test Results (Partial Significance Test)

Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
1 | (Constant) 1.024 0.025 41.570 | <0.001
Digitalization -0.001 0.000 -0.338 | -3.665 | <0.001
Tax Planning -0.250 0.065 -0.345 | -3.865 | <0.001
Capital 0.007 0.002 0.292 | 3.219| 0.002
Structure
a. Dependent Variable: Firm Value

Source: Data processed with SPSS 27, 2025
Base on Table 2 The t-test confirms the individual significance of all independent variables in the
model, reinforcing the validity of the regression findings and providing empirical support for further
discussion in the next section.
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Discussion of Research Results
Effect of Digitalization on Firm Value

The regression coefficient for digitalization is -0.001 and significant at the 1% level (t =-3.665, p <
0.001), indicating a significant negative effect of digitalization on firm value. This result contradicts
prior studies in developed markets (e.g., Salvi et al., 2021; Swamy et al., 2019), which found a positive
relationship. However, it is in line with local studies such as Santosa & Salma (2022) and Nugraha
(2021), which reported non-significant or negative effects in the Indonesian banking context.

This outcome might be explained by the inefficiency of digital investments in some Indonesian
banks, or by the fact that increased digital exposure may reveal negative sentiments or vulnerabilities,
thereby reducing investor confidence. It also highlights that digital transformation alone does not
guarantee value creation if not supported by strategy, security, and consumer trust.

Effect of Tax Planning on Firm Value

Tax planning has a negative and significant impact on firm value, with a coefficient of -0.250 (t = -
3.865, p < 0.001). This result contradicts the agency theory's expectation that effective tax planning
increases retained earnings and, in turn, firm value (Jensen & Meckling, 1976).

While some studies such as Angelina & Darmawan (2021) report a positive impact through efficient
tax management, the negative result in this study may indicate investor skepticism toward aggressive
tax practices in the banking sector, or low transparency in reporting. Moreover, such behavior may be
interpreted as risk-taking or regulatory avoidance, which can reduce firm valuation in a highly
supervised industry.

Effect of Capital Structure on Firm Value

Capital structure (DER) has a positive and significant impact on firm value, with a coefficient of
0.007 (t = 3.219, p = 0.002). This finding supports the signaling theory (Connelly et al., 2011) and
pecking order theory (Myers & Majluf, 1984), which suggest that optimal debt can act as a credible
signal of firm strength and discipline.

In the Indonesian banking context, this positive relationship implies that moderate use of leverage
is perceived favorably by investors, possibly due to strict capital adequacy regulations. The result is
consistent with studies by Luu (2021) and Vu & Le (2021), which highlight the importance of capital
management in enhancing firm credibility and market value in emerging markets.

CONCLUSION

This study concludes that digitalization, tax planning, and capital structure significantly influence
firm value in the Indonesian banking sector. While capital structure demonstrates a positive effect,
digitalization and tax planning show significant negative effects. These results highlight that external
digital exposure does not always reflect improved investor perception, particularly when digital
strategies are not clearly integrated into the firm’s core operations. Similarly, tax planning efforts may
be perceived with caution, especially in a heavily regulated industry where transparency is critical. On
the other hand, a well-maintained capital structure can serve as a signal of financial stability and
strategic discipline, positively impacting market valuation.

Based on these findings, it is suggested that banking institutions carefully evaluate the
implementation of digital initiatives to ensure that they align with long-term corporate objectives and
contribute meaningfully to firm reputation and performance. Moreover, tax strategies should be
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designed not only for efficiency but also with consideration of regulatory expectations and investor
trust. Lastly, firms are encouraged to maintain an optimal balance of debt and equity to sustain
confidence among stakeholders. Future research may benefit from exploring additional variables such
as corporate governance, digital maturity, and ESG factors, or by employing qualitative approaches to
better capture investor sentiment and internal managerial perspectives.
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