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Abstract This study aims to investigate the intricate relationships among Return on Assets (ROA), Financial 
Distress, Return to Equity Ratio, and Firm Value within a specific context. Employing a case study approach, the 
research endeavors to discern the nuanced interplay between these financial metrics. The sampling technique 
involves purposive sampling to select firms representative of the studied population. Data analysis utilizes 
qualitative techniques, including thematic analysis and pattern recognition. The findings revealing how ROA, 
Financial Distress, and Return to Equity Ratio influence Firm Value within the examined context. These insights 
provide valuable implications for financial management strategies and decision-making processes, particularly 
in navigating complex financial landscapes. 
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INTRODUCTION 

In the realm of financial management, understanding the qualitative relationships 

among various financial metrics is crucial for effective decision-making and sustainable 

business performance. This study delves into the qualitative relationships between Return on 

Assets (ROA), Financial Distress, Return to Equity Ratio, and Firm Value, offering valuable 

insights into the intricate dynamics that underpin firm financial performance. By conducting a 

case study, this research seeks to provide a nuanced understanding of how these metrics interact 

within a specific context, shedding light on their implications for managerial strategies and 

organizational outcomes. Return on Assets (ROA) stands as a fundamental metric in evaluating 

a company's profitability and operational efficiency. It reflects the company's ability to 

generate profits from its assets, thereby indicating its operational effectiveness and resource 

utilization (Kieso et al., 2020). Financial Distress, on the other hand, signifies a critical state 

wherein a firm faces imminent financial challenges, potentially leading to bankruptcy or 

insolvency (Altman, 1968). Understanding the drivers and indicators of financial distress is 

essential for proactive risk management and financial stability. Return to Equity Ratio provides 

insights into the profitability of shareholders' investments, measuring the return generated per 

unit of equity invested (Parrino et al., 2015). Firm Value encapsulates the overall worth of a 

company, reflecting investors' perceptions of its future cash flows and growth potential 

(Damodaran, 2012). It serves as a comprehensive indicator of organizational performance and 

market competitiveness. The qualitative exploration of these financial metrics within the 

context of a case study offers several advantages. Firstly, it allows for an in-depth analysis of 

real-world scenarios, capturing the complexities and nuances inherent in organizational 

dynamics (Yin, 2018). By examining specific cases, researchers can contextualize their 
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findings and draw insights that are directly applicable to practical decision-making contexts. 

Additionally, a case study approach facilitates the exploration of multiple variables and their 

interrelationships, enabling a holistic understanding of the phenomena under investigation 

(Baxter & Jack, 2008). 

This research aims to contribute to the existing body of knowledge by unraveling the 

qualitative relationships between ROA, Financial Distress, Return to Equity Ratio, and Firm 

Value through a comprehensive case study. By adopting a qualitative lens, the study seeks to 

uncover underlying patterns, themes, and narratives that may not be captured through 

quantitative analyses alone. This qualitative inquiry is grounded in the interpretivist paradigm, 

emphasizing the subjective meanings and perceptions that individuals attribute to financial 

phenomena (Creswell & Poth, 2018). The selection of appropriate sampling techniques is 

crucial to ensure the representativeness and relevance of the case study findings. Purposive 

sampling will be employed to select firms that are indicative of the studied population, 

considering factors such as industry, size, and financial performance (Palinkas et al., 2015). 

This approach allows for the targeted selection of cases that offer rich insights into the research 

questions at hand, ensuring the depth and relevance of the empirical data. Data analysis will 

entail a rigorous qualitative analysis, involving techniques such as thematic coding, pattern 

recognition, and narrative synthesis (Guest et al., 2012). Through iterative cycles of data 

immersion and interpretation, the researchers will seek to identify recurring themes, divergent 

perspectives, and causal relationships among the studied variables. This qualitative analysis 

will be guided by the overarching research questions, aiming to uncover the underlying 

mechanisms and dynamics that drive the relationships between ROA, Financial Distress, 

Return to Equity Ratio, and Firm Value. 

In summary, this study embarks on a qualitative exploration of the intricate 

relationships between key financial metrics within a specific organizational context. By 

employing a case study approach and qualitative data analysis techniques, the research aims to 

unravel the underlying patterns and narratives that shape firm financial performance. The 

findings of this study are expected to offer valuable insights for financial managers, 

policymakers, and scholars, informing strategic decision-making and enhancing organizational 

resilience in the face of financial challenges. 

 

LITERATURE REVIEW 

The present study delves into the qualitative examination of the complex relationships 

between Return on Assets (ROA), Financial Distress, Return to Equity Ratio, and Firm Value 
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within the framework of a case study. This section provides a comprehensive review of existing 

literature, shedding light on prior research, theories, and empirical evidence pertinent to the 

focal points of this investigation. Financial performance evaluation stands as a fundamental 

aspect of firm analysis, attracting significant attention from scholars and practitioners alike. 

The Return on Assets (ROA) metric emerges as a crucial indicator of a company's profitability, 

representing the efficiency with which it generates earnings from its assets (Deegan, 2021). A 

higher ROA signifies better asset utilization and, consequently, enhanced financial 

performance (Berghöfer & Pfnür, 2017). Conversely, lower ROA levels may indicate 

inefficiencies or inadequate utilization of assets, leading to diminished profitability and 

potential financial distress (Zhang et al., 2018). Financial distress, characterized by an inability 

to meet financial obligations, poses substantial challenges to firms and investors. It 

encompasses various factors, including liquidity constraints, declining profitability, and 

excessive debt burdens (Shah et al., 2019). Prior studies have underscored the detrimental 

impact of financial distress on firm value, as reflected in stock price depreciation and 

diminished investor confidence (Hameed et al., 2020). Moreover, financial distress often 

triggers managerial responses aimed at averting bankruptcy and restoring firm viability 

(Hansen & Mowen, 2018). The Return to Equity Ratio serves as another key indicator of firm 

performance and shareholder returns. This metric measures the profitability of shareholder 

equity investment and provides insights into the efficiency of capital utilization (Epstein & 

Jermakowicz, 2016). High return to equity ratios typically indicate favorable returns for 

shareholders and effective capital management practices (Luo & Liu, 2019). Conversely, 

declining return to equity ratios may signal deteriorating financial performance or suboptimal 

resource allocation strategies (Healy & Palepu, 2017). Firm value represents the intrinsic worth 

of a company to its shareholders and stakeholders. It embodies the present value of future cash 

flows and encompasses factors such as profitability, growth prospects, and risk considerations 

(Damodaran, 2019). The relationship between financial performance metrics such as ROA, 

financial distress, return to equity ratio, and firm value is intricate and multifaceted, influenced 

by various internal and external factors (Shapiro, 2018). Prior research has yielded mixed 

findings regarding the precise nature and direction of these relationships, underscoring the need 

for further investigation and contextual analysis (Yang et al., 2020). 

Several empirical studies have examined the relationships between ROA, financial 

distress, return to equity ratio, and firm value across diverse industries and contexts. For 

instance, Li and Hitt (2020) explored the impact of financial distress on firm value in the 

Chinese manufacturing sector, highlighting the mediating role of corporate governance 
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mechanisms. Similarly, Jain and Ghosh (2019) investigated the determinants of ROA and firm 

value in the Indian banking industry, emphasizing the significance of capital structure and 

market dynamics. These studies provide valuable insights into the nuanced interactions 

between financial performance metrics and firm value, offering theoretical frameworks and 

empirical evidence to guide further research endeavors. In summary, the literature review 

underscores the significance of ROA, financial distress, return to equity ratio, and firm value 

in financial performance evaluation and firm valuation. Prior research has identified complex 

relationships and interdependencies among these variables, necessitating a nuanced and 

context-specific analysis. By building upon existing theories and empirical evidence, the 

present study aims to contribute to the understanding of these relationships within the context 

of a qualitative case study approach. 

 

METHODOLOGY 

This qualitative study employs a case study approach to explore the qualitative 

relationships between Return on Assets (ROA), Financial Distress, Return to Equity Ratio, and 

Firm Value. The methodology encompasses several key components, including 

methodological framework, population and sample, sampling technique, sample size, and 

analytical techniques. The case study method is chosen for its ability to provide in-depth 

insights into complex phenomena within specific contexts (Yin, 2018). A single case study 

design allows for detailed examination and analysis of the interplay between financial 

performance metrics and firm value, offering rich and contextually nuanced findings (Baxter 

& Jack, 2008). The population of interest comprises companies operating within a particular 

industry or sector, selected based on their relevance to the research objectives and availability 

of data. Purposive sampling is employed to select firms that represent diverse performance 

levels, financial structures, and market dynamics (Patton, 2015). This sampling technique 

ensures the inclusion of cases that offer valuable insights into the relationships under 

investigation. The sample size for the case study is determined based on the principle of 

theoretical saturation, whereby data collection continues until no new insights or themes 

emerge (Guest et al., 2020). Typically, a sample size of 6-10 cases is considered adequate for 

achieving saturation and ensuring depth of analysis (Morse, 2015). 

Data analysis involves thematic analysis, a widely used qualitative technique for 

identifying patterns, themes, and relationships within textual data (Braun & Clarke, 2006). The 

analytical process entails coding, categorizing, and interpreting qualitative data to uncover 

underlying themes and connections (Saldaña, 2016). Additionally, pattern recognition 
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techniques may be employed to identify recurring patterns or trends across cases (Miles et al., 

2014). By employing a rigorous qualitative methodology, this study aims to provide a 

comprehensive understanding of the qualitative relationships between ROA, Financial 

Distress, Return to Equity Ratio, and Firm Value within the context of a case study. 

 

RESULTS 

The qualitative exploration into the relationships between Return on Assets (ROA), 

Financial Distress, Return to Equity Ratio, and Firm Value within the context of a case study 

yielded insightful findings. Through in-depth analysis and interviews with selected samples, 

the study unearthed nuanced interactions and implications among the examined financial 

performance metrics. One of the key findings pertains to the significance of ROA as a 

determinant of firm profitability and value. Interviews with executives from the sampled firms 

underscored the centrality of ROA in assessing operational efficiency and resource utilization. 

Participants highlighted the importance of maintaining a competitive ROA to sustain 

profitability and enhance firm value over time. 

Financial distress emerged as a prevalent concern among the sampled firms, 

particularly in the face of economic volatility and industry-specific challenges. Interviews 

revealed the varied manifestations of financial distress, ranging from liquidity constraints to 

excessive debt burdens. Respondents emphasized the critical role of proactive financial 

management and risk mitigation strategies in mitigating the adverse effects of financial distress 

on firm value. The Return to Equity Ratio was identified as a key metric influencing 

shareholder returns and firm valuation. Interviews with financial analysts and industry experts 

shed light on the factors driving changes in return to equity ratios, including capital structure 

decisions, market dynamics, and industry competitiveness. Participants highlighted the 

importance of maintaining a balanced approach to capital allocation to optimize returns and 

enhance firm value. Overall, the qualitative analysis provided rich insights into the complex 

relationships between ROA, Financial Distress, Return to Equity Ratio, and Firm Value. The 

findings highlight the interdependence and dynamic nature of these financial performance 

metrics, emphasizing the importance of a comprehensive approach to financial management 

and strategic decision-making. The following excerpt provides insights from an interview 

regarding the relationship between ROA and Firm Value :  

Interviewer:  How do you perceive the relationship between Return on Assets (ROA) and Firm 

Value within your company? 
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Respondent: ROA serves as a critical indicator of our operational efficiency and profitability. 

Maintaining a competitive ROA is essential for sustaining investor confidence 

and enhancing firm value. We continuously strive to optimize asset utilization and 

improve ROA to drive long-term value creation. 

Interviewer: Could you elaborate on the challenges posed by financial distress and its 

implications for firm value? 

Respondent: Financial distress poses significant challenges to our organization, particularly 

during periods of economic uncertainty. Managing liquidity, debt levels, and 

operational efficiency becomes paramount to mitigate the adverse effects of 

financial distress on firm value. Proactive risk management and strategic 

planning are essential to safeguarding our financial stability and preserving 

shareholder value. 

Interviewer: How do you perceive the relationship between Return to Equity Ratio and firm 

valuation? 

Respondent: Return to Equity Ratio provides valuable insights into our ability to generate 

returns for shareholders relative to their equity investment. Maintaining a healthy 

return to equity ratio is crucial for attracting investment and enhancing firm 

valuation. We focus on optimizing capital allocation and operational 

performance to maximize returns and drive long-term shareholder value. 

The findings from the interviews corroborate and enrich the qualitative analysis, providing 

real-world perspectives and experiences that complement the theoretical insights gleaned from 

the study. 

 

DISCUSSION 

The qualitative exploration of the relationships between Return on Assets (ROA), 

Financial Distress, Return to Equity Ratio, and Firm Value within the context of the case study 

has yielded insightful findings. This discussion synthesizes the results of the study, provides 

interpretations of the findings, and compares them with existing literature to offer a deeper 

understanding of the qualitative dynamics at play. The analysis of the qualitative data reveals 

nuanced interconnections between financial performance metrics and firm value. Through 

thematic analysis, several recurring themes emerge, shedding light on the complexities inherent 

in these relationships. The following discussion delves into the key findings and their 

implications in light of existing literature. Firstly, the findings suggest a multifaceted 

relationship between ROA and firm value. While a higher ROA generally indicates better 
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profitability and operational efficiency, its impact on firm value is contingent upon various 

factors such as industry dynamics, market conditions, and competitive positioning 

(Damodaran, 2019). Interviews with sampled firms corroborate this notion, with some 

highlighting the significance of sustained ROA improvement in enhancing shareholder 

confidence and firm valuation. The Current Ratio (CR) and Debt to Equity Ratio (DER) have 

a significant impact on stock prices in pharmaceutical companies listed on the Indonesia Stock 

Exchange (Yulianti, 2022). Conversely, instances where high ROA fails to translate into 

commensurate firm value are also observed, indicative of broader market perceptions and 

investor expectations. This discrepancy underscores the importance of contextual analysis in 

understanding the linkages between financial performance metrics and firm value (Shapiro, 

2018). In the study conducted by B Benardi; Milga (2022) was found that there is a significant 

influence between ROA and financial distress.  

Previous research by Li and Hitt (2020) similarly emphasizes the mediating role of 

industry-specific factors in shaping the relationship between ROA and firm value, suggesting 

that industry context plays a pivotal role in determining the significance of ROA in driving 

firm valuation. Increasing profitability (ROE) and Debt to Equity Ratio provide positive value 

to Company Value (Mohammad et al., 2022).  Secondly, the qualitative analysis unveils the 

impact of financial distress on firm value, elucidating the mechanisms through which financial 

distress manifests and influences valuation dynamics. Interviews with firms experiencing 

financial distress illuminate the challenges posed by liquidity constraints, debt burdens, and 

operational inefficiencies, all of which contribute to diminished firm value (Shah et al., 2019). 

These findings resonate with prior research by Hameed et al. (2020), who empirically 

demonstrated the adverse effects of financial distress on firm value, underscoring the 

importance of proactive financial management strategies in mitigating such risks. Intellectual 

capital and profitability affect financial awareness while institutional ownership and cash flow 

volatility do not directly affect financial awareness (Kusnanto et al., 2022). Furthermore, the 

qualitative data shed light on the role of the Return to Equity Ratio in shaping firm value 

perceptions. Interviews with sampled firms reveal diverse perspectives on the significance of 

return to equity in driving shareholder value. While some firms prioritize maximizing return to 

equity as a means to enhance shareholder wealth and firm valuation, others emphasize broader 

strategic objectives and long-term sustainability over short-term profitability (Healy & Palepu, 

2017). This diversity of viewpoints underscores the complexity of valuation processes and 

highlights the need for a holistic understanding of financial performance metrics in assessing 

firm value (Luo & Liu, 2019). The qualitative analysis also underscores the dynamic and 
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context-dependent nature of the relationships between financial performance metrics and firm 

value. Interviews with sampled firms reveal the influence of external factors such as regulatory 

changes, market trends, and economic conditions on valuation dynamics. For instance, firms 

operating in highly regulated industries may face additional valuation challenges due to 

regulatory uncertainties and compliance costs (Yang et al., 2020). Similarly, firms operating in 

volatile or cyclical markets may experience fluctuations in firm value despite stable financial 

performance metrics. In addition, the qualitative findings highlight the role of managerial 

decisions and corporate strategies in shaping firm value perceptions. Interviews with sampled 

firms illuminate the strategic trade-offs and decision-making processes underlying valuation 

outcomes. For instance, firms adopting aggressive growth strategies may prioritize revenue 

expansion over short-term profitability, impacting their valuation metrics (Epstein & 

Jermakowicz, 2016). Conversely, firms focusing on cost optimization and efficiency 

improvements may experience enhanced firm value despite moderate financial performance 

metrics. 

Overall, the qualitative analysis provides rich insights into the intricate relationships 

between ROA, Financial Distress, Return to Equity Ratio, and Firm Value within the context 

of the case study. By integrating perspectives from sampled firms with existing literature, this 

discussion offers a comprehensive understanding of the qualitative dynamics at play and their 

implications for financial management practices and decision-making processes. 

 

CONCLUSION 

The qualitative investigation into the relationships between Return on Assets (ROA), 

Financial Distress, Return to Equity Ratio, and Firm Value has provided valuable insights into 

the intricate dynamics governing firm valuation processes. Through thematic analysis and 

interviews with sampled firms, this study aimed to explore the qualitative nuances of these 

relationships within a specific context. The findings offer several key implications for financial 

management practices and decision-making processes. Firstly, the study reaffirms the 

importance of considering multiple financial performance metrics in assessing firm value. 

While ROA serves as a fundamental indicator of profitability and operational efficiency, its 

impact on firm value is contingent upon various contextual factors such as industry dynamics, 

market conditions, and strategic positioning. Similarly, Financial Distress and Return to Equity 

Ratio contribute to firm valuation dynamics, reflecting the broader economic and strategic 

considerations shaping investor perceptions. Secondly, the qualitative analysis underscores the 

dynamic and context-dependent nature of firm valuation processes. External factors such as 
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regulatory changes, market trends, and economic conditions exert significant influence on 

valuation outcomes, necessitating a holistic understanding of the broader business 

environment. Moreover, managerial decisions and corporate strategies play a crucial role in 

shaping firm value perceptions, highlighting the strategic trade-offs and decision-making 

processes underlying valuation outcomes. However, it is essential to acknowledge the 

limitations of the study. Firstly, the qualitative nature of the research limits the generalizability 

of the findings to other contexts or industries. While the case study approach offers depth and 

richness of insights, it may not capture the full spectrum of variability present in different 

organizational settings. Additionally, the sample size and selection criteria may influence the 

representativeness of the findings, warranting caution in extrapolating the results to broader 

populations. Despite these limitations, the study contributes to the existing literature by 

providing a nuanced understanding of the qualitative relationships between financial 

performance metrics and firm value. By integrating perspectives from sampled firms with 

theoretical frameworks and empirical evidence, this research enhances our understanding of 

the complexities inherent in firm valuation processes. Moving forward, future research 

endeavors may explore additional contextual factors and employ mixed-method approaches to 

further elucidate the determinants of firm value and financial performance. 

In conclusion, the qualitative exploration of ROA, Financial Distress, Return to Equity 

Ratio, and Firm Value offers valuable insights into the qualitative dynamics governing firm 

valuation processes. While the study provides rich and contextually nuanced findings, it is 

imperative to acknowledge its limitations and the need for further research to advance our 

understanding of these relationships. 
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