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Abstract—

This study aims to analyze the effect of Return on Assets (ROA), Return on Equity (ROE), Net Profit Margin (NPM),
and Risk Based Capital (RBC) on firm value proxied by Price to Book Value (PBV), and to examine the moderating
role of Good Corporate Governance (GCG). Firm age is included as a control variable. This quantitative study uses
secondary data from financial statements and annual reports of insurance companies listed on the Indonesia Stock
Exchange during 2018-2025. Purposive sampling produced 11 companies and 88 initial observations; after
transformation and data adjustment, 79 observations were used in the hypothesis testing. Data were analyzed using
multiple linear regression and Moderated Regression Analysis (MRA) with SPSS 22. The results show that ROA, ROE,
NPM, and RBC do not significantly affect firm value. The moderation test shows that GCG does not moderate the
effect of ROA, NPM, or RBC on firm value, while GCG significantly weakens the effect of ROE on firm value. Firm
age also does not significantly affect firm value. The findings indicate that accounting profitability and solvency
indicators alone are not sufficient to explain market-based firm value in insurance companies, while the role of
corporate governance differs across financial performance indicators.
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I. INTRODUCTION

The insurance sector is a vital component of the economic system, as it provides protection against unpredictable
risks. The Indonesian insurance industry demonstrates significant growth potential. In this study, firm value is
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viewed as a key indicator reflecting investor perceptions of a company's performance and prospects; it is linked to
share prices and the level of investor confidence in the company.

Financial performance is an internal factor that theoretically influences firm value. ROA indicates a company's
ability to generate profit from its total assets, ROE represents the return on equity, and NPM indicates the ability to
generate net profit from revenue. For insurance companies, in addition to profitability, the Risk-Based Capital (RBC)
ratio is crucial, as it relates to the company's capacity to manage risk and meet its obligations.

Previous studies have yielded inconsistent results. Tayeb et al. [1] found that ROA has a positive and significant
effect on the value of insurance companies, whereas Arianto and Budiyanto [2] found that while NPM influenced
share prices, ROA and ROE did not. Ramdhani et al. [3] found that RBC has a positive and significant effect on firm
value. These divergent findings indicate a research gap that warrants further investigation, particularly by
incorporating Good Corporate Governance (GCG) as a governance mechanism.

According to agency theory, conflicting interests and information asymmetry between management (the agent)
and shareholders (the principal) can give rise to conflict. GCG serves as an oversight mechanism to mitigate such
conflicts and is expected to strengthen the relationship between financial performance and firm value. Against this
backdrop, this study examines the impact of ROA, ROE, NPM, and RBC on Price-to-Book Value (PBV), as well as the

role of GCG in moderating each of these relationships.
A.Agency Theory

Agency theory explains the contractual relationship between a principal and an agent. Shareholders delegate
authority to management to run the company; however, conflicting interests and information asymmetry can result
in management decisions that do not always align with shareholder interests. In the context of this study, agency
theory is employed to explain the significance of financial performance and Good Corporate Governance (GCG) in
the process of corporate value creation [4].

B. Corporate Value

Corporate value reflects the market's perception of management's success and the company's prospects. This
study utilizes Price to Book Value (PBV) as a proxy for corporate value. PBV compares the market price of a share to
its book value of equity per share, thereby illustrating the extent to which the market appreciates the company's book
value.

C.Financial Performance and Risk-Based Capital

ROA measures the ability of assets to generate profit, ROE measures the return on equity, and NPM measures the
proportion of net profit to revenue. RBC serves as a risk-based capital adequacy indicator that is crucial for insurance
companies. Theoretically, increased profitability and capital adequacy can boost investor confidence; however, their
impact on market value may vary, as PBV is also influenced by market expectations and information.

D.Good Corporate Governance

GCG is a governance mechanism that supports oversight, transparency, accountability, and the protection of
shareholder interests. Conceptually, GCG can strengthen the relationship between financial performance and
corporate value, as performance information backed by sound governance is viewed as more credible by the market.

H1: ROA affects corporate value.
H2: ROE affects corporate value.
H3: NPM affects corporate value.
H4: RBC affects corporate value.

H5: GCG moderates the effect of ROA on corporate value.

956



DOI 10.24905/icobis.v2il1.108
H6: GCG moderates the effect of ROE on corporate value.

H7: GCG moderates the effect of NPM on corporate value. H8: Good Corporate Governance (GCG) moderates the
effect of RBC on firm value.

II. METHOD

This study employs a quantitative approach using secondary data derived from the financial statements and annual
reports of insurance companies listed on the Indonesia Stock Exchange (IDX). The study population consists of
insurance companies listed on the IDX during the 2018-2025 period. The sample was selected using purposive
sampling based on the availability of data for the research variables. Eleven companies met the criteria, resulting in 88
initial observations. Following data transformation and adjustment, 79 observations were used for testing.

The dependent variable is firm value, proxied by the Price-to-Book Value (PBV) ratio. Independent variables include
Return on Assets (ROA), Return on Equity (ROE), Net Profit Margin (NPM), and Risk-Based Capital (RBC). Good
Corporate Governance (GCG) serves as the moderating variable, while firm age acts as the control variable. Analysis
was conducted using descriptive statistics, classical assumption tests, multiple linear regression, Moderated Regression
Analysis (MRA), F-tests, t-tests, and the coefficient of determination. Data processing was performed using SPSS
version 22 [5].

The moderation model is generally formulated as: Y = a + f1ROA + f2ROE + B3NPM + p4RBC + 5GCG + B6UP +
B7(ROAXGCG) + B8(ROEXGCG) + BINPMxGCG) + 10(RBCxGCG) + «.

ITI. RESULTS AND DISCUSSION
A. Descriptive Statistics

Descriptive Statistics

N Mimmum | Maximum Mean bld-.
Deviation

ROA 88 =20 .08 0196 03126
ROE 88 -8 19 L0435 10837
NPM 88 -2.04 232 1442 45769
RBC 88 128.00 1685.96( 373.1716|  238.94077
UP 88 1 37 22.26 11.773
NP 88 .29 3.45 1.0401 74195
GCG 88 3 6 3.93 828
V_alld .N 83

(listwise)

Source: SPSS 22 output, data processed by the researcher (2026).
B. Classical Assumption Tests

The normality test conducted prior to transformation was based on 88 observations and revealed that the residuals were not
normally distributed. Following data transformation and adjustment, the analysis utilized 79 observations, resulting in an
improved residual distribution. The multicollinearity test showed tolerance values above the critical threshold and VIF values
below 10, indicating the absence of multicollinearity issues. The Durbin-Watson statistic was recorded at 1.812 before moderation
and 1.864 after moderation, indicating that the model did not exhibit problematic autocorrelation patterns.

C. t-Test (Hypothesis Test)

t Sig. Decision
ROA 0.921 0.360 Does = not
influence
ROE -0.675 0.502 Does ot
influence
NPM -1.910 0.060 Does ~ not
influence
RBC -0.850 0.398 Does ~ not
influence
GCG 3379 0.001 Influential
UP 20,005 0.99% Does  not
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t Sig. Decision
influence
Source: SPSS 22 output, data processed by the researcher (2026).

Interaction t Sig. Interpretation
ROA x GCG 1.758 0.083 GCG does not moderate.
ROE x GCG 22238 0.028 GCG moderates  but
weakens.
NPM x GCG -1.428 0.158 GCG does not moderate.
RBC x GCG -1.495 0.139 GCG does not moderate.
Firm Age -0.043 0.966 Does not influence
Source: SPSS 22 output, data processed by the researcher (2026).
D. Model Fit
Adjusted | Durbin-
2

Model R R R2 Watson

Before 1551 10304 | 0246 1.812

moderation

After o576 10332 | 0220 2.247

moderation

Based on the analysis of the coefficient of determination (R-squared) in the table above, an R-squared value of 0.332
was obtained. This indicates that the interaction variables —ROA*GCG, ROE*GCG, NPM*GCG, and RBC*GCG —
along with Firm Age (UP), collectively explain 33.2% of the variation in firm value. Meanwhile, the remaining 66.8% is
influenced by variables outside the research model that were not included in this study.

Compared to the pre-moderation model, the R-squared value increased from 0.304 (30.4%) to 0.332 (33.2%),
representing a rise of 2.8%. This demonstrates that the inclusion of Good Corporate Governance (GCG) as a
moderating variable enhances the model's overall contribution — or explanatory power —in predicting firm value.

ROA does not have a significant effect on firm value. Although ROA reflects asset efficiency in generating profit,
investors in insurance companies may consider broader factors, including solvency, risk management, claims
exposure, and future expectations. Therefore, higher accounting profitability is not necessarily accompanied by a
higher PBV. These findings are consistent with evidence reported by Sondakh et al. [6] but differ from those of Tayeb
etal. [1].

ROE does not have a significant effect on firm value. High ROE does not automatically indicate optimal value
creation, as ROE can be influenced by funding structure and equity composition. From an agency perspective,
investors may evaluate whether management's use of shareholders' capital is sustainable and aligned with
shareholder interests.

NPM does not have a significant effect on firm value. NPM reflects operational and non-operational efficiency in
generating net profit; however, the market may incorporate additional information beyond current profit margins.
Consequently, changes in NPM do not necessarily have a direct impact on changes in PBV.

RBC does not have a significant effect on firm value. RBC primarily reflects solvency as well as an insurance
company's ability to absorb risk and meet obligations. Its function differs from that of the market-oriented PBV.
Therefore, a high RBC may be viewed as evidence of financial resilience without necessarily resulting in an immediate
increase in market valuation. This result differs from that of Ramdhani et al. [3], who reported a significant positive
relationship.

GCG does not moderate the relationship between ROA and firm value. The interaction coefficient is positive but
not statistically significant. This indicates that the governance mechanisms measured in this study do not significantly
alter how the market translates ROA into firm value. Furthermore, GCG does not moderate the relationship between
NPM and RBC.

In contrast, GCG significantly weakens the relationship between ROE and firm value. The negative interaction
coefficient suggests that, within the observed sample, stronger GCG does not necessarily make higher ROE more
valuable to the market; indeed, it may even diminish the strength of the association between ROE and PBV. These
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results demonstrate that the impact of governance can be specific to certain indicators, rather than uniformly
strengthening all financial performance relationships.

IV. CONCLUSIONS

This study concludes that ROA, ROE, NPM, and RBC do not have a significant impact on the value of insurance
companies listed on the Indonesia Stock Exchange during the 2018-2025 period. Good Corporate Governance (GCG)
does not moderate the influence of ROA, NPM, and RBC on firm value; however, it significantly weakens the impact of
ROE on firm value. Firm age also does not significantly affect firm value. These findings imply that market-based firm
value in the insurance sector cannot be explained solely by profitability and solvency ratios. Investors and management
should consider a broader information environment, risk management, governance quality, and market expectations.

For future research, additional determinants such as firm size, leverage, growth, liquidity, dividend policy, capital
structure, and other governance metrics could be considered. Future studies might also extend the observation period
and sample scope to enhance the generalizability of the findings.
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