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Abstract. This research aims to determine the influence of good corporate 

governance on price to book value, the influence of good corporate governance 

on return on assets, the influence of return on assets on price to book value, the 

influence of good corporate governance on price to book value through return on 

assets. The data in this research is secondary data. This research is a type of 

quantitative research. Data were analyzed using SPSS version 25 statistical tools 

and also using the Sobel test calculator for mediation tests. The research results 

show that the good corporate governance (GCG) variable has no effect and is not 

significant on price to book value (PBV). The good corporate governance (GCG) 

variable has no effect on return on assets (ROA). The return on asset (ROA) 

variable influences the price to book value (PBV) variable. Return on assets 

(ROA) as an intervening variable is unable to mediate Good Corporate 

Governance (GCG) on price to book value (PBV). 

Keywords: Return On Asset, Good Corporate Governance, Price to Book Value. 

1. Introduction 

The State-Owned Enterprise (BUMN) industry in Indonesia has a strategic role in 
driving national economic growth. As entities operating in various sectors, BUMN is 
expected to be able to optimize its financial performance in order to provide added 
value for shareholders and the public [5]. One measure used to assess the market 
value of a company is Price Book Value (PBV). PBV reflects how the market values a 
company's net assets and has important relevance for investors in making investment 
decisions [1].  

In an effort to increase PBV, the role of Good Corporate Governance (GCG) is crucial. 
The application of good GCG principles, such as transparency, accountability and 
responsibility, influences market perception and investor confidence. However, the 
direct relationship between GCG and PBV is not always significant, so a mediating 
variable is needed to clarify this influence. One of the relevant variables for measuring 
company efficiency is Return on Assets (ROA) [12].  
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ROA is a profitability indicator that measures how effectively a company uses its assets 
to generate profits. In this context, ROA can mediate the relationship between GCG 
and PBV, where companies with good governance tend to be able to maximize their 
assets to increase profits, which is ultimately reflected in a higher PBV [1]. 

This research aims to analyze the role of ROA in mediating the relationship between 
GCG and PBV in the state-owned company industry listed on the Indonesia Stock 
Exchange. With a deeper understanding of this relationship, it is hoped that the 
research results can contribute to the development of financial management theory 
and assist company managers in making strategic decisions that can increase company 
value. 

2. Literature Review 
2.1 Grand Theory 

Agency theory was introduced by Jensen [4] with the title "Theory of the Firm: 
Managerial Behavior, Agency Costs and Ownership Structure" (1976) discussing the 
relationship between principals (owners) and agents (managers). In the context of this 
research, Good Corporate Governance (GCG) aims to ensure managers act in the 
interests of shareholders. Return on Assets (ROA) reflects management's performance 
in managing company assets, and Price Book Value (PBV) describes the company's 
market value. 

2.2 Good Corporate Governance (GCG) 

Good Corporate Governance (GCG) is a concept used to describe good practices in 
managing a company or organization. Implementing good GCG can also influence a 
company's ROA and stock returns by creating an effective and efficient environment 
for managing company resources [10]. The following is the formula for calculating 
GCG. 

𝐼𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑎𝑙	𝑂𝑤𝑛𝑒𝑟𝑠ℎ𝑖𝑝 =
𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑠ℎ𝑎𝑟𝑒𝑠	𝑜𝑤𝑛𝑒𝑑	𝑏𝑦	𝑖𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑠

𝑁𝑢𝑚𝑏𝑒𝑟	𝑜𝑓	𝑠ℎ𝑎𝑟𝑒𝑠	𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔 	

2.3 Return on Assets (ROA) 

ROA or Return on Assets can help management or investors to see how well the 
company is able to convert its investment in assets into profits [11]. Then Nawawi [8] 
explained that Return On Assets (ROA) is the company's ability to gain profits from the 
assets it owns. The following is the formula for calculating ROA. 

𝑅𝑂𝐴 =
𝑁𝑒𝑡	𝐼𝑛𝑐𝑜𝑚𝑒
𝑇𝑜𝑡𝑎𝑙	𝐴𝑠𝑠𝑒𝑡𝑠	

2.4 Price to book value (PBV)  

Price to book value (PBV) is a ratio that compares the market price per share with the 
book value per share [11]. Then Lestari [6] explains that Price to Book Value (PBV) is a 
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comparison between the market price of stock securities and their book value. The 
following is the formula for calculating PBV: 

𝑃𝐵𝑉 =
𝑀𝑎𝑟𝑘𝑒𝑡	𝑉𝑎𝑙𝑢𝑒
𝐵𝑜𝑜𝑘	𝑉𝑎𝑙𝑢𝑒

	

3. Previous Research 
3.1 GCG (X) against PBV (Y2) 
Pohan [9] research results show that Return on Assets, size of the board of 
commissioners, and independence of committee members have a positive influence 
on company value (Price to Book Value). Then Mardhiana [7] the research results 
show that intellectual capital has a significant positive effect on PBV, and also shows 
that the higher the GCG, the better and more positive the relationship between 
intellectual capital and PBV. However [2] revealed the results of their research that 
institutional ownership has a negative and significant effect on company value as 
proxied in PBV. 

3.2 GCG (X) against ROA (Y1) 

Hoque [3] in their research results show that public ownership and the frequency of 
audit committee meetings are positively and significantly related to return on assets 
(ROA), return on equity (ROE) and Tobin's Q. In contrast to Wardani [13] which shows 
findings indicating that managerial ownership does not have significant implications 
for return on assets, institutional ownership does not have significant implications for 
return on assets. Then what was found by Ratnaningtyas [10] explained the results of 
their research that good corporate governance positively influences Return on Assets 
(ROA) in restaurant companies. 

3.3 ROA (Y1) to PBV (Y2) 

Rosmegawati [11] revealed the results of their research that Return on Assets (ROA) 
has a positive and significant effect on Price Book Value (PBV) in property and real 
estate companies, indicating that better asset management leads to higher PBV. 
Likewise, Nawawi [8] explained in his research results that Return on Assets (ROA) 
significantly influences Price to Book Value (PBV), indicating higher profitability leads 
to higher market valuation of state-owned banks. Indonesia. The same thing was also 
found by Lestari [6] that Return on Assets (ROA) has a significant influence on Price to 
Book Value (PBV) in the textile and garment industry on the IDX during 2020-2022. 



2017 – 2023 

ownership structure for the period 2017 – 2023 

Exchange 2017 – 2023 

4. Companies with the availability of data needed for research 
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4. Conceptual framework and hypotheses 
 
 
 
 
 
 
 
 
 

ROA (Y1) 

GCG (X) PBV (Y2) 

Fig. 1, Conceptual framework 
Hypothesis development 
H1: It is suspected that GCG has a positive and significant effect on PBV 
H2: It is suspected that GCG has a positive and significant effect on ROA 
H3: ROA is suspected to have a positive and significant effect on PBV 
H4: It is suspected that GCG has a positive and significant influence on PBV through 
ROA 
5. Research Methods 
5.1 Population and Sample 

The population in this study are all state-owned companies listed on the Indonesian 
Stock Exchange. The criteria used to determine the sample are: 

1. State-owned companies listed on the Indonesia Stock Exchange for the period 

2. State-owned companies that have audited financial data and a complete 

3. BUMN companies included in the LQ 45 companies on the Indonesian Stock 

5.2 Data types and sources 

The type of data used in this research is secondary data. The data source in this 
research is financial report data obtained on the Indonesian Stock Exchange (IDX) 
website. 

5.3 Data Analysis Methods 

To analyze the research problem, SPSS version 25 was used and a Sobel calculator was 
used to test the effect of mediation. The data processing techniques used in this 
research are: 

1. R Square (R2) test to provide information about how well the regression model 
explains the data. then the t test (Partial), This test is used to determine the 
strength of the influence of the independent variable (X) individually on the 



intervening variable (Y1). 

 

 

a. Dependent Variable: Y2.PBV 
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dependent variable (Y). The t test is carried out by comparing the significance 
values of variables with a significance level of 0.05. 

2. The Sobel test is carried out using a Sobel calculator to test the indirect effect 
of the independent variable (X) on the dependent variable (Y2) through the 

6. Results and Discussion 
6.1 R2 test results t test and calculations using a Sobel calculator 

1. Test results for the Corporate Good Governance (GCG) variable and the Return 
on Assets (ROA) variable on Price to Book Value (PBV) 

Model Summaryb 

Model R R Square 
Adjusted R 

Square 
Std. Error of the 

Estimate 
1 ,470a ,221 ,195 6,15204
a. Predictors: (Constant), Y1.ROA, X.GCG 
b. Dependent Variable: Y2.PBV 
Source: SPSS 25 of 2024 
The results of the analysis obtained a correlation coefficient (R2) of 0.221, 
which means that there is a positive and unidirectional relationship between 
the independent variable and the dependent variable of 22.1% and the 
influence of other variables is 77.9% which are not included in the model. 

Coefficientsa 
Standardized 
Coefficients 

Unstandardized 
Coefficients 

Model B Std. Error Beta t Sig. 
1 (Constant) 1,249 2,873  ,435 ,665 

X.GCG 2,674 7,366 ,042 ,363 ,718 
Y1.ROA 2,683 ,680 ,459 3,948 ,000 

Source: SPSS 25 of 2024 
Statistical calculations show that the significant value of the independent 
variable (t statistic) Good Corporate Governance (GCG) is 0.718 > 0.05 so it can 
be concluded that the Good Corporate Governance (GCG) variable has no 
significant effect on Price to Book Value (PBV). Then for the variable Return on 
Assets (ROA), the significant value shows a significant value of 0.000<0.05. This 
indicates that the Return on Assets (ROA) variable has an influence on the Price 
to Book Value (PBV) variable. 

2. Test results of the Good Corporate Governance (GCG) variable on Return on 
Assets (ROA) 

Model Summaryb 



 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

a. Dependent Variable: Y1.ROA 

 

X-Y1 

Y1-Y2 
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Model R R Square 
Adjusted R 

Square 
Std. Error of the 

Estimate 
1 ,202a ,041 ,025 1,15886
a. Predictors: (Constant), X.GCG 
b. Dependent Variable: Y1.ROA 
Source: SPSS 25 of 2024 
The results of the analysis obtained a correlation coefficient (R2) of 0.041, 
which means that the Good Corporate Governance (GCG) variable which is 
proxied by institutional ownership of Return on Assets (ROA) is 4.1% while the 
rest is not included in the model. 

Coefficientsa 

Model B Std. Error Beta t Sig. 
1 (Constant) 1,838 ,487  3,772 ,000 

X.GCG 2,185 1,359 ,202 1,608 ,113 

Source: SPSS 25 of 2024 
The results of the equation show a significant value for the Good Corporate 
Governance (GCG) variable on Return on Assets (ROA) of 0.113 > 0.05. This 
means that the Good Corporate Governance (GCG) variable has no partial 
effect on Return on Assets (ROA). 

3. Mediation effect detection test 

No Variable Coefficient Values and 
Standard Error Values  

Formula 

1 0,202 (a) 

1,359 (Sa) 

0,459 (b) 

0,680 (Sb) 

Source: SPSS 25 of 2024 

The mediation strength test between the independent and dependent 
variables through the mediator variable produced a value of 0.145, which 
indicates that the mediation strength is quite low. Apart from that, the one-
tailed probability value obtained was 0.442, greater than the general 
significance level (0.05). This indicates that the mediation relationship is not 
significant, or in other words, the mediator variable does not play a significant 
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role in bridging the relationship between the independent and dependent 
variables. 

6.2 Discussion 

1. GCG against ROA 

The research results show that the Good Corporate Governance (GCG) variable 
does not have a significant influence on Return on Assets (ROA). Based on 
agency theory, conflicts of interest between managers (agents) and 
shareholders (principals) often occur, and GCG should be designed to reduce 
these conflicts through good supervision. However, if the implementation of 
GCG is only a formality, the expected monitoring mechanism will not function 
optimally, so it will not be able to improve management performance or 
profitability. In some companies, GCG implementation is often seen as a 
formality to comply with regulations without a strong commitment to ethical 
and transparent business management. If GCG is only considered an 
administrative obligation, its impact on financial performance will be limited. 
Therefore, companies need to realize that implementing GCG alone is not 
enough to increase profitability. It requires integration of GCG with innovative 
business strategies, operational efficiency, and effective working capital 
management in order to have a positive impact on financial performance. 

2. GCG against PBV 

The research results show that the Good Corporate Governance (GCG) variable 
does not have a significant influence on Price to Book Value (PBV). The PBV 
value is strongly influenced by investors' perceptions regarding the company's 
future prospects. Although GCG plays a role in increasing transparency and 
accountability, the market may focus more attention on other factors such as 
profit growth, business strategy, or technological innovation. GCG is often seen 
as a supporting element for a company's long-term goals, rather than as a 
short-term driver of share prices. Based on the Efficient Market Hypothesis 
(EMH) theory, all available information is reflected in stock prices. If 
information about GCG is already known to the public or is deemed not to have 
a direct impact on the company's revenue prospects, then share prices will not 
be significantly affected. Therefore, PBV, which also depends on share prices, 
may not reflect the direct influence of GCG implementation because the 
market has already anticipated this information. 

3. ROA to PBV 

The research results show that the Return on Assets (ROA) variable has a 
significant effect on Price to Book Value (PBV). In the midst of intense market 
competition and economic uncertainty, companies that are able to optimize 
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ROA will be seen as more efficient and stable by investors. This condition can 
encourage an increase in demand for company shares, which ultimately 
increases share prices and PBV. Based on agency theory, high profitability 
indicates that management has succeeded in managing company resources 
well on behalf of shareholders. This reduces agency risk and increases investor 
confidence in the company, which ultimately contributes to increasing PBV. 

4. GCG against PBV through ROA 

The research results show that Return on Assets (ROA) as an intervening 
variable does not succeed in mediating the relationship between Good 
Corporate Governance (GCG) and Price to Book Value (PBV). Although GCG has 
an important role, investors and the market tend to pay more attention to 
factors that directly influence PBV, such as earnings per share (EPS), projected 
revenue growth, or product innovation. As a result, even though there was an 
increase in ROA, this was not enough to mediate the impact of GCG on PBV. 
Based on agency theory, GCG aims to reduce conflict between management 
and shareholders in order to improve company performance. However, in this 
case, if the implementation of GCG is ineffective or only a formality, the impact 
on profitability (ROA) will not be significant, so ROA cannot be an effective link 
between GCG and PBV. 

5. Conclusion 
Companies must understand that implementing GCG alone is not enough to 
increase profitability. It is important for companies to combine GCG with innovative 
business strategies, improve operational efficiency, and ensure optimal working 
capital management. 

Companies with good GCG need to convey the long-term value of implementing 
this governance to the market. Without clear communication, investors may not be 
fully aware of how GCG can increase a company's attractiveness and 
competitiveness, which can ultimately contribute to increasing company value in 
the long term. 

The finding that ROA has a significant influence on PBV is something that is normal 
in theory and practice. This relationship illustrates the link between operational 
efficiency and market assessment of company value. In today's business world, 
investors strongly consider a company's profitability as a basis for assessing market 
value, and a high ROA gives a strong signal about the company's efficiency and 
profit potential in the future. 

Implementation of good governance does not directly impact profitability or 
market perception of company value. Companies must pay attention to other 
factors that have a more direct influence on PBV, as well as maintaining a balance 



Economics - Elsevier, 3(4), 305–360. 

Ekonomi dan Sosial bagi Negara. Jakarta, Indonesia.: Kementerian BUMN. 

institute.org/index.php/jbme/article/view/1587 

https://doi.org/10.32602/jafas.2020.032 

730X.SDGsReview.v4.n00.pe01629 

https://doi.org/10.47191/afmj/v7i9.02 

Chichester, UK. 

1782             A. Azis et al.

between implementing GCG and business strategies that focus on increasing value 
for shareholders. 

References 
1. Brigham, E. F., & Houston, J. F. (2021). Fundamentals of Financial Management 

(15th Editi). Boston: Cengage Learning. 
2. Hidayat, T., Triwibowo, E., & Marpaung, N. V. (2021). PENGARUH GOOD 

CORPORATE GOVERNANCE DAN KINERJA KEUANGAN TERHADAP 
NILAI PERUSAHAAN. JURNAL AKUNTANSI BISNIS PELITA BANGSA, 6(1). 

3. Hoque, M. Z., Islam, R. M., & Ahmed, H. (2013). Corporate Governance and Bank 
Performance: The Case of Bangladesh. SSRN Electronic Journal, 1–37. 
https://doi.org/10.2139/ssrn.2208903 

4. Jensen, M. C., & Meckling, W. H. (1976). Theory of the Firm: Managerial 
Behavior, Agency Costs and Ownership Structure. Journal of Financial 

5. Kementerian BUMN. (2019). Transformasi BUMN dalam Meningkatkan Nilai 

6. Lestari, A. E. (2024). Pengaruh Rasio Profitabilitas terhadap Price to Book 
Value(PBV) Pada Industri Tekstil dan Garmen di BEITahun 2020-2022. Jurnal 
Bisnis Manajemen Dan Ekonomi, Vol.5 No.1(1). Retrieved from https://journal.jis-

7. Mardhiana, M. D. (2020). The Effect of Intellectual Capital on Price to Book Value 
with Good Corporate Governance as a Moderating Variable. Journal of Accounting 
Finance and Auditing Studies (JAFAS), 6(4), 131–144. 

8. Nawawi, A., Disman, Nugraha, & Waspada, I. (2024). the Price To Book Value 
Still Influenced By the Main Factors on Sdg’S? Journal of Lifestyle and SDG’S 
Review, 4(1), 1–16. https://doi.org/10.47172/2965-

9. Pohan, C. D., & Dwimulyani, S. (2017). Analisis Pengaruh Kinerja Keuangan, 
GCG Dan CSR Terhadap Nilai Perusahaan Pada Perusahaan Pertambangan Di 
BEI. Jural Magister Akuntasi Trisakti (e-Journal), 4(1), 37–54. 

10. Ratnaningtyas, H., & Nurbaeti, N. (2023). Pengaruh Good Corporate Governance 
and Corporate Social Responbility Terhadap Return Saham Melalui Return on 
Asset Pada Perusahaan Restoran. Jurnal Ekonomi Pembangunan STIE 
Muhammadiyah Palopo, 9(2), 400. https://doi.org/10.35906/jep.v9i2.1709 

11. Rosmegawati, Manalu, J., Murti, W., Ratnasih, C., & Maharani, I. (2022). Price 
Book Value Determination Panel Data Model on Property and Real Estate 
Companies (Compass 100 Stock Index in Indonesia Stock Exchange). Account and 
Financial Management Journal, 07(09), 2911–2916. 

12. Solomon, J. (2020). Corporate Governance and Accountability (5th Editio). 

13. Wardani, R., & Sulistyowati, E. (2023). The Effect of Good Corporate Governance 
on Return on Assets with Environmental Performance as an Intervening Variable 
Pengaruh Good Corporate Governance Terhadap Return On Assets Dengan 



The Role Of Return On Asset In Mediating The Relationship Between …             1783

Kinerja Lingkungan Sebagai Variable Intervening. Management Studies and 
Entrepreneurship Journal, 4(5), 5216–5228. Retrieved from 
http://journal.yrpipku.com/index.php/msej 

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons license and indicate if changes were made.
        The images or other third party material in this chapter are included in the chapter's
Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.

http://creativecommons.org/licenses/by-nc/4.0/

	The Role Of Return On Asset In Mediating The Relationship Between Good Corporate Governance And Price Book Value In The Industry Of BUMN Companies Listed On The Indonesian Stock Exchange



