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     Abstract----PT. Telekomunikasi Indonesia, Tbk (Telkom) is a 

state owned enterprise that serves telecommunication services and 

network across Indonesia. Telecommunication business is a “legacy” 

platform of this company, whereas another portfolio business that 

called “new wave” has drive the company to keep making an 

innovation related to digital creative–based product. This confirms 

Telkom's commitment to increase revenue amid competitive 

business environment. The growth of telecommunication business 

predicted 7% - 8% in 2014, although market predicted only grew 

around 7%.  In 2015, Telkom’s management has targeting above the 

market growth. It has “first thing first strategy” to make a sustainable 

competitive growth in all business units in Telkom.  

     Based on above description, writer thought that it would be 

beneficial to study the effect of corporate strategy to company 

performance of Telkom’s business unit. Unit analysis used in this 

research is 30 business units of Telkom that spread across Indonesia. 

From the hypothesis test using Partial Least Square (PLS) approach, 

it was revealed that corporate strategy has a significant effect to 

improve company performance. The most dominant aspect that 

reflects corporate strategy is portfolio strategy followed by 

directional strategy and parenting strategy. As for the company 

performance variable, profitability dimension is the most reflecting 

the company performance, followed by sales and market share 

dimension. 
 

    Keywords----Corporate Strategy, Company Performance 

I. INTRODUCTION 

1.1 Background 

     Telkom Group is the only state-owned telecommunications 

enterprise as well as telecommunications and network service 

providers in Indonesia. Telkom Group serves more than 160 

million of customers throughout Indonesia with a complete 

range of telecommunications services that includes fixed 

wireline and fixed wireless connections, mobile 

communications, networking and interconnection services and 

Internet and data communication services. Telkom Group also 

provides various services in the field of information, media 

and edutainment, including cloud-based and server-based 

managed services, e-Payment services and IT enabler, e-

Commerce and other portal services. 
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     Telecommunication business is a “legacy” platform of this 

company, whereas another portfolio business that called “new 

wave” has drive the company to keep making an innovation 

related to digital creative–based product. This confirms 

Telkom's commitment to increase revenue amid competitive 

business environment. The growth of telecommunication 

business predicted 7% - 8% in 2014, although market 

predicted only grew around 7%. In 2015, Telkom’s 

management has targeting above the market growth. It has 

“first thing first strategy” to make a sustainable competitive 

growth in all business units in Telkom. 

     Based on description above, it is very important to do a 

research on the influence of corporate strategy in improving 

the company performance in the Business Units within the 

Telkom Group. 
 

1.2 Review 

     Wheelen and Hunger (2012:42) “corporate strategy is a 

strategic platform, or organization capability to cope a 

business in a different environments with a set of strategic 

capabilities. Wheelen and Hunger has categorized corporate 

strategy into Directional Strategy, portfolio analysis, and 

corporate parenting. There are three types of directional 

strategies, growth strategy, stability strategy and retrenchment 

strategy whereas portfolio analysis consist of two different 

technique, which are BCG Growth-share matrix and GE 

Business Screen. 

    Caldart and Ricart (2006 : 4-5a) argue that corporate 

strategy is a dynamic framework for a company strategy 

involved three interconected elements that shape the a 

company strategy itself, which are kognition (identifying 

success factors), company’s initiative strategy and 

architecture design.   

    Hubbard & Beamish (2011:244) stated “Because corporate 

strategy is concerned with multi-business, it implies 

Diversification of business. Diversification may be defined: 

The entry of a firm or business unit into new lines of activity , 

either by processes of internal business development or 

acquisition, which entails changes in its administrative 

structure , systems, and other management process”.  

     Ireland,  Hoskisson, Hitt (2013:148) also stated that  A 

corporate level strategy specifies actions a firms take to gain a 

competitive advantage by selecting and managing a group of 

different businesses competing  in different product market. 

Meanwhile, Nguyen Huu Le  Larimo Jorma (2009:3) said 
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Parent firms’ strategies refer to strategic motives, importance, 

focus, and competitiveness. 

    Company’s performance is a multidimentional 

measurement of a company that involve several aspects, such 

as : accounting, economic, human resources organizing, 

marketing, psychology, sociology, and strategic management 

(Marr dan Schiuma, 2003). Vorhies and Morgan (2005) has 

done an evaluation to company’s performance through two 

important elements, quantitative financial element and 

qualitative assessment. According to Wheelen and Hunger 

(2012:332) business performance can be measured by sales, 

market share and profitability. 

      
TABLE I  

RESUME OF PREVIOUS RESEARCH JOURNAL ABOUT THE RELATIONSHIP 

BETWEEN CORPORATE STRATEGY AND COMPANY’S PERFORMANCE 

 

 

    Below is a table of previous research about the reationship 

between corporate strategy and company’s performance. 

     Some of the research above has shown that there is relation 

or interconection between corporate strategy and company’s 

performance. 

1.3 Objective  

To reveal the effect of corporate strategy to business units 

performance in PT. Telkom Indonesia. 

II. RESEARCH METHOD  

2.1 The Methods Used 

    The nature of this reserch is descriptive and verificative. 

Verificative means the writer want to examine the thruth of a 

hypothesis, that gained through data collection. Where in ths 

research, writer will examine whether a corporate strategy 

could affect to the company’s performance of business units 

in PT. Telkom Indonesia.  Research method used is descrptive 

survey and explanatory survey. 

    Analysis unit here is PT. Telkom Indonesia that has a plans 

and corporate strategy. Examination units for this research are 

PT. Telkom’s busines units across Indonesia. Meanwhile the 

time horizon used here is a cross sctional, where the research 

conduct in a one time period on 2014.    

2.2 Sampling Technique 

    Population in this research are business units of PT. 

Telkom Indonesia that spread accross Indonesia, with 30 units 

taken as a research sample.  

2.3 Hypothesis Test 

    Refer to the research’s objective and also sample limitation, 

writer using PLS (Partial least Square) analysis to show that 

corporate strategy can increase company’s performance in PT. 

Telkom Indonesia’s business units.  

III. DISCUSSION 

    In this part we will discuss the result of this research in 

verificative way through hypothesis test using Partial Least 

Square (PLS). befor the discussion begin, hypothesis will be 

analyzed with model comparison test result. In PLS, model 

prediction evaluation is done using two analysis, which are 

inner model and outer model.  

Model Evaluation 

1. Measurement Model 

     Measurement model show how is the rlation between 

indicator variable with its latent variable. Measurement model 

is aimed to analyze indicator validity used to measure each of 

the research’ construct variables. The analysis of 

measurement model involves reliability values (Conbachs 

Alpha), square root of average variance extracted (AVE) and 

composite reliability, if the value of composite reliability> 

0,7, and the value of AVE ≥ 0,5, then it will be confirmed thta 

the measurement has fulfill convergent validity (Hair et all, 

2010) 

 

International Conference on Economics, Education and Humanities (ICEEH'14) Dec. 10-11, 2014 Bali (Indonesia)

http://dx.doi.org/10.15242/ICEHM.ED1214156 53



TABLE II 

RELIABILITY 

 Variabel AVE 
Composite 

Reliability 

Cronbachs 

Alpha 

Company Performance 0,695 0,871 0,779 

Corporate Strategy 0,682 0,864 0,764 

   Source: Output SmartPLS 2.0 (2014) 

     From the above table know that Cronbachs Alpha for all 

variables are >0,7; and so does with the Composite Reliability 

value > 0,7 and AVE ≥ 0,5. It is mean that the measurement 

model of two latent variables have a consistency and have 

exactness to measure a construct.  

TABLE III 

LOADING FACTOR OF RESEARCH VARIABLE 

Model Pengukuran  Standard 

Error  

t 

Statistics 

(|/SE|) 

Outer model 
 

X1 <- Corporate 

Strategy 0,882 0,129 6,859 

X1 = 0,882CS 

+ 1 

X2 <- Corporate 

Strategy 0,876 0,120 7,296 

X2 = 0,876CS 

+ 2 

X3 <- Corporate 

Strategy 0,708 0,115 6,174 

X3 = 0,708CS 

+ 3 

Y1 <- Company 

Performance 0,859 0,142 6,030 

Y1 = 0,859CP 

+ ε1 

Y2 <- Company 

Performance 0,906 0,115 7,884 

Y2 = 

0,906CP + ε2 

Y3 <- Company 

Performance 0,726 0,137 5,283 
Y3 = 

0,726CP + ε3 
 

    The result of measurement model’ analysis of each 

veriables shows that  all indicators are valid with t count 

loading factos value bigger that 2.07 (t table). The higher 

loading factos means good validity level of an indicator to 

measure a construct. X2 is a most valid indicator to measure 

Corporate Strategy, while Y2 s a most valid indicator to 

measure Company Performance.  

2. Structure Model Evaluation (Inner Model) 

    Structure Model can be evaluated by seing the R
2
 value on 

endogen variable and path coeficient parameter. 

TABLE IV 
STRUCTURE MODEL TESTING (INNER MODEL) 
Variables R -Square Communality 

Company Performance 0,162 0,695 

Corporate Strategy 

 

0,682 

 

    Table above show that R
2 

value has an enough criteria, and 

so does with the communality value (the amont of variant 

given by a variable to another) that show higher value. Thus it 

can be concluded that research model is supported by 

empirical condition or fit model.  

     Picture below show the result of model testing using Smart 

PLS 2.0  

 

Picture 1 : Path Coefficient  

 

Picture  2 : t statistic 

Structure model for the above diagram is : 

CP = 0,402CS+ζ1 

TABLE V 

HYPOTHESIS TEST RESULT 

Structure Models  Standard 

Error  

t count Description  

Corporate Strategy 

-> Company 

Performance 

0,402 0,096 4,209* Signifikan 

*significant at α=0,05 

    The test show that the effect of corporate strategy to 

company performance is sigificant with t-statistic s higher 

than 2,07 (t table at =0,05); it has affect 16,2% and the other 

factors effect rate is 83,8%   

    From the measurement result show that the portfolio 

strategy dimension (X2) is the most higher contributor 

dimension to reflect corporate strategy in PT. Telkom 

Indonesia, followed by directional strategy dimension (X1), 

and parenting strategy (X3). While for the company’s 

performance varible; company’s profitability dimension (Y2) 

is the most reflecting company performance, followed by 

sales 9Y1) and market share (Y3).  

    The result describe above revealed that corporate strategy 

has signifcant effect to increase business units’ performance 

of PT. Telkom Indonesia. Portfolio stategy that includes the 
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development of competitive strategy implemented by PT. 

Telkom Indonesia to its business units; and the 

implementation of business unit development strategy has 

give higher contribution in reflecting that corporate strategy 

could support company performance in business units of PT 

Telkom Indonesia.  

     Considering the research result, PT. Telkom Indonesia 

need to improve portfolio strategy. To make it happens, they 

will need an operational strategy that involves the 

improvement of capability to create competitive strategy at its 

business units; and capability to improve the strategy 

implementation of its business units.  

    The development of portfolio strategy could that improved 

company performance is need to be supported through the 

directional strategy implementation, through the 

implementation of growth strategy, alliance strategy, stability 

strategy; effectiveness strategy and efficiency strategy. In 

other side, to optimum the performance they also must to 

improve the implementation of value creation strategy; 

relationship strategy; strategic planning; financial control; and 

strategic control 

IV.  CONCLUSION AND RECOMMENDATION 

    Corporate strategy has a significant effect to increase 

company performance at business units of PT. Telkom 

Indonesia. The most dominant aspect in reflecting the 

corporate strategy is portfolio strategy, followed by 

directional strategy and parenting strategy. Meanwhile, for 

company performance variable, company’s profitability 

dimension is the most reflecting company performance 

followed by sales dimension and market share.  

a. Practical Recommendation 

     Based on the result, recommended that corporate strategy 

could be used as a basic to improve company performance at 

business unit of PT. Telkom Indonesia in a sustainable way. 

Thus the management of PT. Telkom must consider important 

aspects below : 

a. The improvement of  competitive strategy 

development at its business units  

b. The improvement of  development strategy at its 

business units  

c. The improvement of  growth strategy 

implementation  

d. The improvement of   alliance strategy 

implementation  

e. The improvement of   stability strategy 

implementation  

f. The improvement of   effectiveness strategy 

implementation 

g. The improvement of   efficiency strategy 

implementation  

h. The improvement of  value creation strategy 

implementation  

i. The improvement of  relationship strategy 

implementation  

j. The improvement of   strategic planning 

implementation  

k. The improvement of  financial control 

implementation  

l. The improvement of  strateguc control 

implementation  

 

b. Academics Recommendation 
 

     This research result expected could be a refference for 

academics to  do next research development, and could use 

these result as a premises to organize a framework. Hopefully, 

there are more academics people who interest to do the 

research about corporate strategy, both at PT. Telkom and 

others state owned companies, with different point of view to 

enrich management strategic study. 
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