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ARTICLE INFO 
 

ABSTRACT 
His research aims to analyze and find empirical evidence on the mediating influence 
of intellectual capital (IC) on the influence of good corporate governance (GCG) on 
business performance. This study uses a sample of banking companies listed on the 
Indonesia Stock Exchange (BEI) in 2019-2021, with a maximum of 105 observation 
units were selected using the census method. The analysis technique used was path 
analysis with the Smart PLS 2.0 program. GCG is measured by Bank Indonesia 
Composite Value Rating, IC is measured by Value Added Intelligence Multiplier 
(VAICTM) and company performance is measured by Return on Equity (ROA). This 
study reveals that IC plays a mediating role by indirectly facilitating the influence of 
GCG on firm performance. These results demonstrate that IC has an indirect 
influence on business performance through business management and supervision 
performed by competent human resources in the GCG system so that they can 
perform their functions their capabilities and roles. The results of this study support 
the resource-based view and the knowledge-based view, according to which IC is a 
knowledge-based business resource capable of providing competitive advantage. 
The results of this study also demonstrate that there is a need for another GCG 
assessment for the banking industry in addition to the self-assessed composite 
rating, because this rating cannot be described in detail due to the existence of a 
wide range of values and therefore There is an element of bias. 
 
Keywords: Good Corporate Governance, intellectual capital, knowledge-based 
view, Financial Performance 

 
INTRODUCTION 

 
Performance assessment is the result of the company's financial activity assessment process, namely a process 
of assessing with certain standards the company's ability to carry out its work. Performance assessment can be 
seen through financial reports which investors use as a tool to determine where they will invest(Hussin & 
Othman, 2012; Lentjušenkova & Lapina, 2016). Good company performance will increase investors' interest in 
investing by buying company shares that are currently in circulation. Company performance is also the result 
of organizational activities or investments during a certain period (Fatoki, 2011). Company performance can 
be assessed as good if the company's capital is managed effectively, there is a level of profit that can be provided 
on the investment of shareholders or capital owners, and it is able to generate income. Improved performance 
is one of the results that will be received from good corporate governance. This situation will make stakeholders 
and potential investors confident in the company's ability to provide a better level of investment return. 
Therefore, all company activities need to be driven and managed with a system, known as Good Corporate 
Governance (GCG). Transparency, accountability, responsibility, and fairness and equality are some of the 
principles of GCG (Komite Nasional Kebijakan Governance, 2006).  
Several studies regarding the influence of GCG on company performance have had mixed results. Research 
result Mishra & Mohanty (2014), Chauhan et al. (2016), Abdallah & Ismail (2016) It has also been proven that 
there is a positive influence on the relationship between GCG and company performance. Implementing GCG 
can reduce conflicts of interest between agents and principals (Jensen & Meckling, 1976). This is because the 
implementation of GCG makes managerial decision making better so that they are able to obtain the right 

https://kuey.net/
mailto:untunglasiyono@unipasby.ac.id


4009  Untung Lasiyono et Al./ Kuey, 30(4), 2154 

 
decisions, increase efficiency and have a better work culture. The relationship between GCG and company 
performance has been concluded by several others, such as: Zaidirina & Lindrianasari (2015) and Zabri et al. 
(2016) which proves that GCG has no effect on company performance. 
The diversity of research results regarding the influence of GCG on company performance shows that in this 
relationship there are still other variables that also influence company performance. Companies need capital 
and other resources to continue operating. Company resources can be in the form of tangible resources or 
intangible resources). Tangible resources are tangible or intangible assets that can be presented in financial 
statements, while intangible resources are resources that cannot be presented in financial statements (Nasih, 
2011). Companies cannot survive if they only rely on one type of resource. This research uses Intellectual Capital 
(IC) as a variable which is believed to be able to mediate the relationship between GCG and performance, which 
is defined as the unity of tangible assets and several types of intangible assets which are able to improve 
performance and create value for the company (Kamukama, 2013).  
In general, there are three main IC constructs, namely human capital, structural capital, and customer 
capital(Bontis et al., 2000). Human capital represents the knowledge, experience, skills and individual 
attitudes possessed by employees (Bontis et al., 2000). Of course, employee expertise in creating innovation 
cannot be separated from training. Structural capital includes non-human knowledge in an organization which 
includes databases, strategies, organizational culture, and production processes to support infrastructure and 
employee performance. Intellectual capital is the knowledge essential in marketing channels and client 
connection developed by an association through the course of business (Bontis et al., 2000). 
The contribution of IC in improving company performance is increasingly being recognized by various parties, 
both researchers and practitioners (Hashim et al., 2015; Nkundabanyanga, 2016; Nkundabanyanga et al., 2014; 
Sumedrea, 2013). This will appear more evident in companies that are based on performance on service quality, 
such as the banking industry. The company's ability to manage its resources by providing the best service can 
carry out various business strategies and create competitive advantages so that it can create added value for 
the company (Ghosh & Mondal, 2009; Nkundabanyanga, 2016; Ting & Lean, 2009). This shows that a balance 
can be achieved between an effective GCG system and the use of IC so that companies can improve their 
performance. Interaction between GCG and IC in supporting increased company performance, for example, 
improving the organization's management system, rather than just through monitoring from management 
which does not involve IC substantively (Nkundabanyanga, 2016). This research aims to analyze and look for 
empirical evidence regarding the mediating influence of Intellectual capital on the influence of Good Corporate 
Governance on Company Performance. 
 

Hypothesis Development 
 
The influence of GCG on company performance 
In agency theory, Good Corporate Governance is defined as a set of systems, policies or regulations to direct, 
control and supervise organizational resources so that they are managed effectively. In short, GCG is a system 
for directing and managing a company, which has a big influence in determining company goals. GCG also has 
an influence in efforts to achieve optimal business performance and risk control (Abor & Fiador, 2013). There 
are several assumptions that underlie agency theory, namely the assumption of human nature which has the 
nature of prioritizing its own interests, limited rationality (bounded rationality), and dislike of risk; 
organizational assumptions regarding conflicts between company members, effectiveness criteria through 
company operational efficiency, and information asymmetry between principal-agent; as well as the 
information assumption which considers information as a tradable commodity. These assumptions trigger 
agency conflicts. The implementation of GCG is intended to minimize this conflict by having a supervisory and 
company management structure that provides alignment of principal and agent interests. 
Some empirical evidence on the relationship between GCG and financial performance includes. Mishra & 
Mohanty (2014) show the influence of corporate governance on company performance, as evidenced by the 
company's financial performance. The results of this study are also supported by Kowalewski (2016), Abdallah 
& Ismail (2016), and Chauhan et al. (2016). From there, the hypothesis as follows: 
H1: Good Corporate Governance influences company performance 
 
The Influence of GCG on Intellectual Capital 
Good Corporate Governance aims to reduce agency problems (Jensen & Meckling, 1976). GCG is related to how 
to convince investors that the company will provide them with profits and not invest their funds in projects 
that can harm both parties. GCG as a company control and management system requires competent people to 
create various policies and implement the system. In Intellectual Capital (IC), these competencies and 
knowledge are included in the human capital component (Bontis, 1999). Furthermore, this knowledge will be 
embedded in organizational routines which will create an organizational culture, structure and system (Petty 
& Guthrie, 2000). With a good organizational system, businesses can establish relationships with market 
channels, customers, suppliers, governments and industry networks (Bontis, 1999). 
Several studies have demonstrated the effects of GCG on IC, including: Altuner et al. (2015) demonstrated the 
influence of corporate governance on IC. The research results of the study are supported by research Appuhami 
& Bhuyan (2015), Nkundabanyanga et al. (2014), and Nkundabanyanga (2016). 
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H2: Good Corporate Governance influences Intellectual Capital  
 
The impact of intellectual capital on business performance 
In corporate governance, added value can be created if the company has the ability to manage its resources, 
both physical assets and intellectual assets, in order to achieve stakeholder expectations. The RBV concept 
emphasizes the importance of managing resources effectively so that a company has a competitive advantage 
over its competitors. Human resources are one of the company's intellectual assets which are a source of 
knowledge, skills and competencies. Employee productivity will increase if their potential is utilized and 
managed well by the company. This increase in productivity will provide benefits for the company from 
increased revenues and profits, and will have an impact on increasing company performance. 
Intellectual capital is believed to play an important role in increasing corporate value and financial 
performance. Haji (2016) proves that IC is positively related to company performance as measured by market 
value. In addition, research results Nimtrakoon (2015) shows the influence of IC on company performance. 
The results of this research are supported by Nawaz & Haniffa (2017), and Onyekwelu et al. (2017). 
H3: Intellectual capital influences company performance 
 
The role of intellectuals in mediating the influence of GCG on company performance 
Knowledge based view emphasizes the importance of knowledge as a company resource. This view forms the 
basis of human involvement as a source of knowledge in the company's routine activities. KBV also emphasizes 
the importance of developing new knowledge to gain competitive advantage through various unique 
combinations of knowledge(Fleming, 2001). To gain competitive advantage, companies can not only attract, 
retain and utilize competent and qualified human resources in the labor market but also acquire structural 
resources in technology, latest manufacturing processes to create quality and patented products and services, 
as well as develop partners with stakeholders such as customers, suppliers, creditors and government agencies. 
GCG is a system, set of rules and procedures(Al-Malkawi et al., 2014; Mishra & Mohanty, 2014; Shank et al., 
2013) contribute to IC, through management and supervision. Therefore, companies must deploy and manage 
their intellectual capital resources to maximize company performance (Peng, 2011). This shows that IC must 
be utilized appropriately in organizations(Edvinsson & Sullivan, 1996), and effective corporate governance 
must direct its efforts to utilize IC appropriately to improve company performance. This view is consistent with 
agency theory which holds that the board of directors should be concerned with improving strong corporate 
performance for the benefit of shareholders by implementing an effective corporate governance system. 
H4: Intellectual capital mediates the effect of GCG on firm performance 
 

METHOD 
 
Conceptual Framework 
Observing the functional relationship between several variables discussed in this research, the research 
conceptual framework is: 
 

 
Figure 1. Conceptual Framework 

 
The population used in this research is conventional banking companies listed on the Indonesia Stock 
Exchange (BEI). Based on IDX data, there are 44 banking companies used as the research population. Data 
was taken using the census method. The data processed is complete financial report data issued by the company 
in 2019-2021. Data analysis uses path analysis which will be assisted by SmartPLS 2.0 software. 
 
Operational Definition and Variable Measurement 
a. GCG is a system and set of rules used to manage and control a company (Al-Malkawi et al., 2014; Forum for 

Corporate Governance in Indonesia, 2001; Mishra & Mohanty, 2014; Shank et al., 2013). In this research, 
GCG is measured by ranking the GCG self-assessment composite score according to Bank Indonesia based 
on SE No. 15/15/DPNP 2013 obtained from the company's annual report. The composite score rating is a 
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category for assessing the implementation of Indonesian banking GCG principles. The value ranking 
consists of 1 to 5. The smaller the banking composite value ranking indicates the better the implementation 
of GCG in the company. 

b. Intellectual capital is an intangible asset owned by a company to accelerate the achievement of company 
goals. This variable is measured using the Value Added Intellectual Coefficient (VAICTM) 

c. Company performance is the result of the company's achievements in managing all its resources which is 
reflected in Return On Assets (ROA). 

 
RESULT AND DISCUSSION 

 
Path Analysis  
The results of this analysis can be seen from the magnitude of the structural path coefficient (path coefficient) 
and t-value for the significance of the estimation model. The path coefficient results can be seen in table 1. 
 

Table 1. Path Coefficient Result 

 

Original 
sample 
estimate 

Mean of 
subsamples 

Standard 
deviation T-Statistic 

Information 

GCG → IC 0.444 0.424 0.142 3.123 
Significant 
(t >1,96) 

IC → FP 0.695 0.661 0.140 4.959 
Significant 
(t >1,96) 

GCG → FP 0.086 0.125 0.153 0.565 
Non Significant 
(t <1,96) 

 
The t-statistic value of the GCG path coefficient to FP is 0.565 < 1 > 1.96, and the parameter value is 0.424. This 
shows that GCG has a positive impact of 0.424 on IC. The t-statistic value of the IC path coefficient to FP is 
4.959 > 1.96, and the parameter value is 0.661. This indicates that IC has a positive impact on firm performance 
of 0.661. 
 

 
Figure 2 : Path Coefficient Framework 

 
Testing the Effect of Mediation 
Testing the effect of mediation is carried out by comparing the direct influence of the dependent variable on 
the independent variable and the influence of the dependent variable on the independent variable indirectly 
through the mediating variable. The test results in table 1 show that the GCG variable has an effect on IC with 
a t-statistic of 3.123. Apart from that, the IC variable also influences FP with a t-statistic of 4.959. This shows 
that IC is a mediating variable in this research model 
Table 2 is a test of the influence of GCG variables on FP without involving the mediating variable IC. The test 
results show that the path coefficient for the GCG variable towards FP has a parameter value of 0.357 with a t-
statistic of 2.573. 
 

Table 2. Path Coefficient Results Without Involving IC Mediating Variables 

 
original sample 
estimate 

mean of 
subsamples 

Standard 
deviation 

T-
Statistic 

Informati
on 

GCG → 
FP 0.395 0.357 0.153 2.573 

Significant 
(t >1,96) 

 
The results in table 2 show that the GCG variable has no direct effect on FP with a t-statistic value of 2.573. 
However, GCG indirectly influences FP through IC. This is proven by the influence of GCG on IC with a t-
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statistic of 3.123 and the influence of IC on FP with a t-statistic of 4.959. Based on this, IC on the GCG → FP 
path can be said to be a complete mediation variable. 
 

 
Figure 3 : Path Coefficient Results Without Involving IC Mediating Variables 

 
DISCUSSION 

 
The Influence of Good Corporate Governance on Company Performance 
The research results show that there is no influence of Good Corporate Governance (GCG) on the performance 
of Indonesian banking companies. GCG refers to a set of rules and incentives by which company management 
can be directed and controlled by the principal. The hope of implementing GCG is that management is able to 
maximize profits and long-term value of the company for shareholders (Velnampy, 2013). However, it is felt 
that GCG as a set of rules and company management systems cannot guarantee increased company 
performance (Bin & Yi, 2015; Moscu, 2013; Ong & Gan, 2013). This may happen because there are members of 
the board of directors or independent commissioners as supervisors in the GCG system only for formality, while 
the majority shareholder (company owner) is directly involved in decision making (Ong & Gan, 2013). Of 
course, this can trigger a conflict of interest between the agent and the principal so that GCG does not contribute 
to improving performance.  
This conflict of interest is triggered by several assumptions. The first assumption is that human nature tends 
to prioritize its own interests and likes to avoid risks. The second assumption is that there is conflict between 
company members, criteria for company operational effectiveness, and information asymmetry between 
principals and agents. The third assumption is that information is an important commodity that can be traded. 
Another possibility is that several independent directors and commissioners hold more than one directorship 
in other companies (Bin & Yi, 2015) so that their intensity with company operations will be reduced (Hussin & 
Othman, 2012) and their role as supervisors and advisors will also be less effective (Mohamad et al., 2012). 
The lack of influence of GCG on company performance is also because the importance of corporate governance 
information as an analytical instrument for decision making may not have been properly socialized to 
stakeholders. The results of this research indicate that GCG in Indonesian banking cannot yet be an accurate 
signal regarding company performance. However, improving the quality of GCG implementation needs to 
continue because the risks and challenges in business are increasing and becoming more complex. Apart from 
that, the results of implementing GCG are not immediately felt. Long-term implementation is required for this 
system to have an impact on the company (Gompers et al., 2003). 
In order for the implementation of GCG to have a positive influence on company performance, the board of 
directors and commissioners must concentrate on playing their vital role well in the company's activities. They 
must also have the right understanding and competence to handle current and future business problems 
(Velnampy, 2013). This can encourage increased company performance, and can effectively review and 
evaluate management performance. 
 
The impact of good corporate governance on intellectual capital 
Good corporate governance has a negative relationship with IC, as measured by Bank Indonesia's overall score 
evaluation. Considering that the smaller the composite score is, the better the implementation of GCG in a 
banking company, our findings indicate that the better the implementation of GCG in a bank, the better the 
company can manage IC. IC is an intangible asset that can provide competitive advantage to various companies 
and increase their market share through the necessary knowledge and resources (Lu et al., 2010). IC can also 
be said to be a valuable source of information for measuring a company's growth. Meanwhile, GCG plays a 
supervisory role in important investment decisions. (Alizadeh et al., 2014). Managing an organization's IC is a 
responsibility and an element of all corporate governance systems (Keenan & Aggestam, 2001). 
There is an important connection between the concepts of corporate governance, which focuses on the patterns 
of stakeholder influence that influence managerial decision making, and IC, which focuses on creating and 
increasing an organization's intangible capital (Altuner et al., 2015; Appuhami & Bhuyan, 2015; Keenan & 
Aggestam, 2001). There are three points of convergence of the two constructs, first, both GCG and IC emphasize 
value creation for the benefit of stakeholders; second, GCG and IC focus on creating company wealth; and third, 
both GCG and IC place importance on social/cultural variables (Keenan & Aggestam, 2001). Both concepts 
recognize the interaction between the business environment, society/organizational culture, governance 
structures and processes, and wealth creation through the management of intellectual capital and other 
physical capital. 
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The Influence of Intellectual capital on Company Performance 
Intellectual capital (IC) is a number of knowledge and abilities that enable a company to obtain and/or maintain 
a sustainable competitive advantage (Kamukama, 2013; Nahapiet & Ghosal, 1998; Youndt et al., 2004). In the 
modern economy, wealth creation and economic growth originate more from intangible (intellectual) assets 
(Salehi et al., 2014). The progress of the new economy is an emphasis on the fact that creating value depends 
more on intangible assets than on tangible assets (physical and financial). IC has hidden value that cannot be 
observed in financial reports, and is the subject that leads organizations to gain competitive advantage 
(Maditinos et al., 2011).  
IC components consist of human capital, structural capital, and customer capital (Bontis et al., 2000). Human 
capital refers to the values of employees that create potential and is expressed in the knowledge, abilities, skills, 
experience, abilities and talents of employees and company managers (Onyekwelu et al., 2017). Structural 
capital is the knowledge assets owned by a company and includes intellectual property such as patents, 
copyrights, and trademarks, processes, methods, models, documents and other knowledge products, computer 
networks and software, etc (Gogan et al., 2015; Onyekwelu et al., 2017; Secundo et al., 2015). Customer capital 
is the potential an organization has through its intangible asset (Bontis, 1999) It is the value of a company's 
relationships with suppliers, allies, and customers and is divided into brand equity and customer loyalty. When 
used properly, all these IC components can give companies an advantage over their competitors and have a 
positive impact on improving company performance (Nawaz & Haniffa, 2017). 
 
The mediating role of intellectual capital on good corporate governance and its impact on 
corporate performance. 
The role of IC in providing indirect influence on the relationship between GCG and company performance is 
that GCG is a company monitoring and controlling system that requires the active involvement of the entire 
organization (Lukviarman, 2016:51). Therefore, it is important to understand and utilize the capabilities, skills, 
experience and knowledge of the company's human resources, which are part of IC. IC is not only about 
individual intelligence or knowledge but also includes human capital, structural capital, and 
customer/relational capital (Mention, 2012).  
Human capital includes a hand's knowledge, moxie, capabilities, chops, bents, and capability to make and apply 
knowledge to negotiate an association's charge (OECD, 2008). This means that people with high education and 
experience, especially those at the top of the association similar as the board of directors, are a better resource 
for the association (Jermias & Gani, 2014). One of the duties of a good director is to attract knowledgeable, 
competent and good labor force from the labor (Berezinets et al., 2016), and to use them to produce high- 
quality products and achieve competitive advantage. It's to be used for the development of sexual capacities 
and to ameliorate the company's performance. 
On the other hand, structural capital includes knowledge, invention, organizational processes, culture, 
intellectual property, patents and information systems for the proper functioning of human capital (Roos et al., 
2005). Attracting well-good and knowledgeable workers is not delicate enough, but turning their chops and 
capacities into value creation requires developing effective structures to hire and retain these employees 
(Safieddine et al., 2009). Commercial culture is also an important part of structural capital and includes the 
organization's vision, values, and traditions. Employee performance is influenced by culture through 
motivation, and as a result, structural capital can increase or decrease human resource performance. A board 
meeting is considered an intellectual exercise by directors (executive and non-executive directors) to partake 
their vision, values, new ideas and suggest programs and procedures for relinquishment in the association 
(Dezs & Ross, 2012). 
Relationship capital includes licenses, votes, relation, and contracts with consumers, suppliers, creditors, 
investors, governments, and society that allow a company to easily manufacture and vent its products. It 
reflects the association's capability to establish and maintain communication connections with all of the 
company's stakeholders. We help associations develop databases containing all information about their guests, 
suppliers, and challengers. This information is also used to prognosticate changes and develop unborn 
strategies (Salehi et al., 2014). Boards demonstrate relational capital because their presence provides an 
occasion to bring precious coffers to the association through a combination of relational networks (Dalziel et 
al., 2011). They also tend to perform better because they've further experience, different work surroundings, 
and expansive knowledge (Carcello et al., 2002). 
 

CONCLUSION AND RECOMMENDATION 
 
Overall, this study concludes that intellectual capital plays an important role in indirectly supporting the impact 
of GCG on firm performance. Corporate performance is the goal that business organizations, including banks, 
strive to achieve. Empirical evidence has always shown that a company's performance is influenced by several 
fundamental factors such as his GCG. Intellectual capital has an indirect impact on GCG impact and 
organizational performance through the management and supervision of enabling talented people to perform 
their functions and roles. 
The findings support the resource-based and knowledge-based views that intellectual capital is a knowledge-
based business resource that can provide competitive advantage. For intellectual capital based enterprises such 
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as banks, the role of intellectual capital needs to be enhanced to achieve better performance. The limitation of 
this research is that the GCG self-assessment composite ranking cannot be described in detail because there is 
a range of values so there is an element of bias because researchers cannot capture the actual composite value. 
This opens up opportunities for future researchers to use other GCG measurement indicators as an effort to 
reduce bias. 
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