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Abstract

Different environmental issues globally stem from businesses not being accountable for their actions and their
effect on nature. Companies taking responsibility by covering their environmental expenses can lower future
costs. This paper aims to examine whether financial performance mediates the impact of green accounting and
environmental performance on firm value. The approach is quantitative methods using a causality design,
applying purposive sampling to test the relationship between variables. The study employs panel data from
2016 to 2021, involving 83 companies, and utilizes path analysis as its analytical method. Based on the findings,
it is found that green accounting and environmental performance affect financial performance. While green
accounting, environmental and financial performance affect firm value. The relationship between green
accounting, environmental performance, and firm value is not mediated by financial performance. It shows that
the business is increasing environmental costs and participating in the PROPER award can carry out activities
that do not directly harm the environment, and the company is environmentally conscious. This condition fits
the legitimacy and stakeholder theory. If the business can focus on environmental management, the community
will accept it well, and the company will have a good reputation. High trust and loyalty enhance the company's
profits and value. This study varies from other research in that it comprehensively examines the effects of green
accounting and environmental performance, both direct and indirect, on financial performance and firm value.
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INTRODUCTION

Currently, Indonesia is experiencing a social and environmental crisis that threatens the lives
of living things, including humans, on Earth. The results of the activities of business organizations
on the environment have caused scarcity of resources, environmental degradation, oil spills, water
pollution, air and noise pollution, health hazards, and societal pollution and thus cause an
imbalance in the environmental system. Businesses focus on the environment and the social
environment in addition to the economic benefits (Chinedu & Ogochukwu, 2020; Lako, 2018; Zhang
etal, 2022).

The Indonesian government has strengthened corporate responsibility towards the
environment, especially for companies engaged in the natural resources sector, through Law
Number 40 of 2007 concerning Limited Liability Companies (Republic Indonesia Law, 2007). Law
Number 32 of 2009 concerning Environmental Protection and Management (Republic Indonesia
Law, 2009). Environmental policies that are carefully crafted can boost competitive advantage.
Environmental rules and fines are expensive and will have an impact on competitiveness, even
though companies who adhere to them will have a good influence on the environment (Romero et
al.,, 2018).

Environmental costs are included as one of the acceptable costs in the economy, and the
environment is integrated as a source of capital in green accounting (Chinedu & Ogochukwu, 2020;
Cho & Patten, 2013; Rounaghi, 2019). For users to evaluate both economic and non-economic
decisions, integrated accounting information is necessary. Environmental and social disclosure
comes with costs, but increasingly large public companies are increasingly making higher and
better quality disclosures (Lako, 2019; Qiu et al, 2016). With people's deepening concern for
environmental protection awareness, people no longer only pay attention to the authenticity of
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accounting information but start paying attention to whether companies make appropriate
contributions to environmental protection (Lusiana et al., 2021; Nor et al., 2016).

A company's efforts to create a comfortable environment are referred to as "environmental
performance". Environmental performance is a concept that expresses the degree of
environmental destruction caused by business activities. Better environmental performance due
to less damage to the environment. The financial performance, on the other hand, declines as
environmental damage increases. Implementing environmental impact certification is a challenge
in and of itself, though. It is due to the possibility of stakeholder conflicts of interest. Environmental
impacts concern companies and are why a company implements environmental awards (Lee et al.,
2016; Wiengarten et al., 2017). The Performance Rating Program (PROPER), often known as the
rating program, can be used to measure how well Indonesian companies manage their
environmental impact. An evaluation program for the actions taken by persons in charge of
businesses and/or activities to prevent environmental harm or pollution is proper (Ministry of
Environment, 2002). The Ministry of Environment periodically checks companies' compliance level
in implementing environmentally friendly production processes. Test results are reported to the
company in the form of a PROPER award, ranging from the worst black rating to the best gold rating
(Utama, 2011).

Investors will respond favorably to companies that do well in terms of the environment,
which will boost the company's worth by driving up the price of its stocks. Companies must also
perform financially in their operations or processes to have high corporate value (Abdi et al., 2020).
The financial performance will show whether the company's financial condition is good or bad.
Measuring a company's financial performance using financial ratios shows changes in the
company's financial condition and the company's potential to manage company assets in increasing
company value (Lusiana et al,, 2021). The high corporate value will have an impact on investor
confidence in current and future financial performance. To achieve good corporate value, of course,
a company must be able to optimize its operational activities to generate targeted profits
(Chabachib et al., 2019; Cho et al,, 2019; Santosa et al., 2020).

This article summarizes various research studies on the relationship between green
accounting, environmental performance, financial performance, and firm value. Some studies, such
as Emmanuel (2021), Lusiana et al. (2021), Pedron et al. (2021), and Riyadh et al. (2020), support
the idea that green accounting has a positive effect on financial performance, while others, such as
those by Igbekoyi et al. (2022) and Setiawan et al. (2020), green accounting has no effect on
financial performance. Research that supports environmental performance affects financial
performance (Clarkson et al.,, 2011; Hanjani & Kusumadewi, 2022; Iwata & Okada, 2011; Manrique
& Marti-Ballester, 2017; Rajak, 2022). However, it differs from a study by Abdullah et al. (2019),
Gull et al. (2022), Lu and Taylor (2018), Pintea et al. (2014), and Rokhmawati et al. (2015),
environmental performance does not affect financial performance.

Research that supports green accounting has an effect on firm value (Dewi & Narayana,
2020; Radhouane et al,, 2020); however, it differs from a study by Carandang and Ferrer (2020)
and Qiu et al. (2016), green accounting has no effect on firm value. Research that supports
environmental performance influences firm value (Lestari & Restuningdiah, 2021; Sapulette &
Limba, 2021; Wahidahwati & Ardini, 2021); however, it differs from a study by Ratri and Dewi
(2017), Rinsman and Prasetyo (2020), and Soedjatmiko et al. (2021) environmental performance
has no effect on firm value. Research that supports the effect of financial performance on firm value
(Abdi et al., 2020; Dianawati & Fuadati, 2016; Salehi et al., 2021; Santosa et al., 2020), however, it
differs from a study by Angelina and Nursasi (2021) and Astuti et al. (2022), financial performance
has no effect on firm value.

The study of Ramadhany et al. (2021) supports the relationship between green accounting
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and firm value is mediated by financial performance; however, it differs from a study by Erlangga
et al. (2021) and Febriani et al. (2021), the relationship between green accounting and firm value
is not mediated by financial performance. Similarly, some studies suggest that financial
performance mediates the relationship between environmental performance and firm value, such
as Fauzi (2022) and Khairiyani et al. (2019); however, it differs from a study by Deswanto and
Siregar (2018) and Rinsman and Prasetyo (2020), the relationship between environmental
performance and firm value is not mediated by financial performance.

Therefore, this study fills in the gaps left by earlier studies that used alternative concepts to
examine the flypaper effect in natural settings. Based on the above description of the phenomena
and research gaps, this topicis interesting to learn more about: does financial performance mediate
the impact of green accounting and environmental performance on firm value. The remainder of
this essay is structured as follows: after the introduction, it reviews relevant literature, looks at
applicable theories, and hypotheses development, and then elaborates on the study methodology.
The following sections provide the analysis of the empirical data, the results and discussion, the
conclusion, the limitations, and suggestions for further research.

LITERATURE REVIEW
Stakeholder Theory

According to the principle of stakeholders, businesses are accountable to more than just their
owners and have the authority to request information from management to report on their
operations to stakeholders (Gull et al, 2022; Yoon & Chung, 2018). In today's business
environment, frequent and transparent corporate engagement with stakeholders is no longer
optional but necessary to obtain stakeholder approval (Singh et al.,, 2017). Corporate social and
environmental responsibility strengthens the relationship between companies and the
communities in which companies operate (Devie et al., 2019).

Legitimacy Theory

This theory emerges from the social science paradigm. It emphasizes this notion that
companies should order their social functions by fulfilling social needs and contributing to society
having a higher good image (Pedron et al., 2021; Riyadh et al., 2020). Legitimacy has its role in
facilitating the relationship between the company and stakeholders. Companies use their social
reporting to maintain healthier relationships with related parties to continue to earn more profits
(Mahrani & Soewarno, 2018).

Firm value

Firm value is the perception of capital owners on the company's success, which is often
associated with stock prices. High corporate value is the desire of the company owner, which shows
the prosperity of the shareholders (Abdi et al.,, 2020; Sukamulja, 2021). Companies expect financial
managers to take the best actions for the company by maximizing company value to achieve
prosperity owners or shareholders. Firm value can provide maximum shareholder wealth if stock
prices increase, it will generate wealth for shareholders (Soewarno & Ramadhan, 2020).

Financial performance

Financial performance is a company goal, which describes the company's ability to increase
company profits by generating profits. Financial reports are made to describe past financial
conditions and are used for future financial forecasts (Fahmi, 2016). The ability of a business to
turn a profit using sales, total assets, and capital is known as profitability. Profitability ratios are
crucial for a firm's longevity since they enable an analysis of the contribution of short- and long-
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term corporate earnings (Santosa et al,, 2020).

Green Accounting
Green accounting or environmental accounting involves identifying, measuring, and

allocating environmental expenses. These costs are then integrated into business decision-making
and disclosed to stakeholders (Lako, 2019; Lusiana et al., 2021). Accounting reports integrate social
and environmental data with the presentation of financial data (Astuti et al, 2022). Costing,
investment analysis, and strategic management decisions are just a few of the areas where
environmental accounting is being used more and more. Many companies are currently dealing
with environmental problems and looking for appropriate ways to inform the public and use this
information to protect the environment better. Consequently, environmental accounting is a
method of environmental preservation (Rounaghi, 2019).

Environmental performance
The regulation of environmental components is a crucial aspect of an organization's

environmental management system, as it directly affects the quantifiable outcome of the system's
environmental performance. The degree of environmental harm resulting from business
operations is a key metric for measuring an organization's environmental performance. A
corporation with less environmental damage is considered to have better environmental
performance. On the other hand, the environmental performance of a corporation is likely to
deteriorate as the amount of environmental damage caused by its operations increases. Therefore,
itis essential for companies to prioritize effective regulation of their environmental components to
ensure optimal environmental performance (Hanjani & Kusumadewi, 2022). In Indonesia, the
implementation of environmental performance is measured by the achievements of companies
participating in the Corporate Performance Rating Assessment Program in Environmental
Management (PROPER). The basis for this assessment is then translated into a ranking of results
symbolized by color categories starting from gold as the most/very good rating, then green as a
good rating, blue as a moderate rating, red as a bad rating, and black as the most/very bad rating
(Ministry of Environment, 2002).

Firm size

An indicator of a company's size based on its total assets is called the firm size. Firm size
plays an important role in presenting financial statements (Seth & Mahenthiran, 2022). Companies
with large sizes have more opportunities to expand their activities to earn revenue. The bigger the
size, the greater the company's value (Surjandari et al.,, 2020; Younis & Sundarakani, 2020).

Hypothesis Development
1. Green Accounting on Financial Performance
Green accounting is proof that a company cares about the environment through

environmental costs in the financial statements issued by the company for the environment. Green
accounting can increase potential revenue and boost cost efficiency by being used more frequently
(Wang et al., 2019). Increasing the social trust of stakeholders like the public and consumers will
enhance financial performance, such as achieving maximum company profitability (Endiana et al.,
2020). Research that supports green accounting has an effect on financial performance (Emmanuel,
2021; Lusiana et al., 2021; Pedron et al., 2021; Riyadh et al., 2020). However, it differs from a study
by (Igbekoyi et al,, 2022; Setiawan et al,, 2020), green accounting has no effect on financial
performance. Based on the explanation above, the following hypothesis is formulated:
H, : Green accounting has an effect on financial performance.
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2. Environmental Performance on Financial Performance
Companies implementing environmental performance are also evidence of corporate

responsibility towards stakeholders. Corporate social and environmental responsibility
strengthens the relationship between the company and the communities in which it operates.
Ignoring the interests of stakeholders can tarnish the company's public image, which will have a
negative impact on its financial performance (Aggarwal, 2013). The company's environmental
performance is influenced by several factors, including customers or consumers who want cleaner
products without damaging the environment as well as environmentally friendly use and disposal.
It means that businesses with strong environmental performance will undoubtedly attract more
consumer attention, which will boost sales of the business's products and positively affect its
business performance. Research that supports environmental performance affects financial
performance (Clarkson et al., 2011; Hanjani & Kusumadewi, 2022; Iwata & Okada, 2011; Manrique
& Marti-Ballester, 2017; Sara etal., 2022). However, it differs from a study by (Abdullah et al., 2019;
Gull et al., 2022; Lu & Taylor, 2018; Pintea et al., 2014; Rokhmawati et al., 2015) environmental
performance does not affect financial performance. Based on the explanation above, the following
hypothesis is formulated:
H, : Environmental performance has an effect on financial performance.

3. Green Accounting on Firm Value
Green accounting focuses not only on financial transactions and their objects, but also on

social and environmental accounting. The company's value increases and its reputation improves

with greater disclosure of corporate social responsibility (Chen & Lee, 2017). Therefore, companies

with a positive reputation will have an impact on the value of the business. Research that supports

green accounting has an effect on firm value (Dewi & Narayana, 2020; Radhouane et al,, 2020);

however, it differs from a study by (Carandang & Ferrer, 2020; Qiu et al,, 2016), green accounting

has no effect on firm value. Based on the explanation above, the following hypothesis is formulated:
H; : Green accounting has an effect on firm value.

4. Environmental Performance on Firm Value
The state of the environment can affect how the public perceives a company and how well it

performs. Investors and the community will benefit if the business pays attention to ethical
environmental concerns in order to boost the firm value (Fauzi, 2022). Research that supports
environmental performance influences firm value (Lestari & Restuningdiah, 2021; Sapulette &
Limba, 2021; Wahidahwati & Ardini, 2021); however, it differs from a study by (Ratri & Dewi, 2017;
Rinsman & Prasetyo, 2020; Soedjatmiko et al, 2021) environmental performance has no effect on
firm value. Based on the explanation above, the following hypothesis is formulated:

H, : Environmental performance has an effect on firm value.

5. Financial Performance on Firm Value
Every company certainly wants to get a high value. For businesses to be able to continue

operating, strong financial performance is crucial. A rise in financial performance, as indicated by
the rise and fall of the profitability ratio, will affect the company's value, whether it is for better or
worse, which suggests that shareholder prosperity is very high (Nuryaman, 2015; Pamungkas.,
2020). Research that supports the effect of financial performance on firm value (Abdi et al., 2020;
Dianawati & Fuadati, 2016; Salehi etal., 2021; Santosa et al., 2020); however, it differs from a study
by (Angelina & Nursasi, 2021; Astuti et al., 2022), financial performance has no effect on firm value.
Based on the explanation above, the following hypothesis is formulated:
H; : Financial performance an effect on firm value.
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6. Financial Performance Mediate the Effect of Green Accounting on Firm Value
The costs incurred to carry out environmental management activities will affect public

perception of the company as favorable. Companies that carry out environmental conservation
programs will positively impact public trust, which will generate high trust and loyalty to the
company (Lusiana et al.,, 2021). so that it can improve financial performance, which has an impact
on company value. The greater the application of green accounting can affect the financial
performance and value of the company. Research that supports the relationship between green
accounting and firm value is mediated by financial performance (Ramadhany etal., 2021); however,
it differs from a study by (Erlangga et al., 2021; Febriani et al.,, 2021), the relationship between
green accounting and firm value is not mediated by financial performance. Based on the explanation
above, the following hypothesis is formulated:
H¢ : Green accounting and firm value are mediated by financial performance.

7. Financial Performance Mediates the Effect of Environmental Performance on Firm Value
Due to the company's production activities' disruption and even destruction of the

environment as well as their effects on society, various environmental issues that arise in Indonesia
can give rise to demands from the community. Companies use their social reporting to maintain
healthier relationships with related parties to continue to earn more profits and grow (Hardiyansah
et al, 2021). Because a variety of factors will affect the organization's goals, including financial
performance and firm value, the company's environmental concern will be valuable. Research that
supports the relationship between environmental performance and firm value is mediated by
financial performance (Fauzi, 2022; Khairiyani et al., 2019); however, it differs from a study by
(Deswanto & Siregar, 2018; Rinsman & Prasetyo, 2020), the relationship between environmental
performance and firm value is not mediated by financial performance. Based on the explanation
above, the following hypothesis is formulated:
H, : Environmental performance and firm value are mediated by financial performance.

Conceptual Framework
Green accounting and the environment are two independent variables examined in this study

on firm value through finance and tested using firm size as a control variable. Based on this
relationship, the following describes the research methodology applied in this study:
HS

Green Accounting

(Xy) Hy
o ¥
Financial Perfarmance E:H:‘ Firm Value
H, 1] (Z)
/ A — " —%
Environment Performance / 1
(X2) |
Hy |
Firm Size | e :
(X3)

Figure 1. Conceptual Framework
Source: Authors' elaboration

62



J. of Gov. Risk Management Compliance and Sustainability

RESEARCH METHOD
This study uses secondary data based on published annual reports. The sample for this study

is all companies listed on the Indonesia Stock Exchange for the period 2016 - 2021. The method
used in this research is quantitative with a causality design. The sampling method uses purposive
sampling to test the interrelationships between variables. Based on these criteria, 83 companies
were obtained as a research sample (2016 - 2021), so the total sample observed in this study was
498.

Table 1. Description of variables

Variables Indicator Source

Dependent Variable:

Firm Value Tobins Q = (Market Value + Total Sukamulja (2021), Abdi et al
Debt)/ Total Assets (2020)

Financial Return on Assets = Earning After Fahmi (2016), Santosa et al

Performance Tax/Total Assets (2020)

Independent Variable: Dummy Variabel

Green Accounting 1 = Environment cost, Lusiana et al. (2021), Astuti et al.
0 = Nonenvironment cost (2022)

Environment PROPER rating = Gold score 5, Ministry of Environment (2002),

Performance Green score 4, Blue score 3, Red Hanjani and Kusumadewi (2022)

score 2, Black score 1.

Control Variable:
Firm Size Log of Total Assets Seth and Mahenthiran (2022)
Source: Authors' elaboration

The data analysis method in this study is path analysis with two regression models. The
direct and indirect influences of the independent variables on the dependent variable are calculated
by path analysis (Wati, 2018).

Modell ROA=a +B,GA +B,EP+f;Size+¢1....(1)
Model Il Tobin's Q = a + B,GA+ B<EP +B¢Size + f;ROA + € 2......(2)

FINDINGS AND DISCUSSION
Descriptive Statistical Analysis

The data description that is seen from each variable's average (mean), maximum, minimum,
and standard deviation is described by the descriptive statistical test result.

Table 2. The Summary of Descriptive Statistic Test Result

Variable Tobin's Q ROA GA EP Size
Mean 1.979116 5.787249 0.604418 3.267068 12.92841
Maximum 23.29 53.22 1 5 14.57
Minimum 0.08 -230.29 0 2 11.81
Std. Dev. 2.45148 15.52625 0.489467 0.580501 0.615011
Observations 498 498 498 498 498

Source: Authors' calculation
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Table 2 found that the firm value proxied by Tobin's q obtains a mean value is 1.979116. the
maximum value of 23.29. the minimum value of 0.08 and the standard deviation value of 2.45148.
For financial performance proxied by ROA obtains mean value is 5.787249. the maximum value of
53.22. the minimum value of -230.29 and the standard deviation value of 15.52625. Green
accounting (GA) obtains a mean value of 0.604418. the maximum value of 1. The minimum is 0, and
the standard deviation is 0.489467. Environmental performance (EF) obtains a mean value of
3.267068. the maximum value of 5. the minimum value of 2, and the standard deviation value of
0.5850501. The control variable proxied by firm size (Size) obtains a mean value of 12.92841. the
maximum value of 14.57. the minimum value of 11.81 and the standard deviation value of
0.615011.

Hypothesis Test Result
Based on model testing with panel data. By providing "cross section-weight," the appropriate model

is utilized to test this hypothesis using a common effect model. as shown in the table below:

Table 3. Testing Results of Model 1

Variable Prediction Main Model Result Robust Model Result

Constant -21.018088 -6.523431

GA Bt 1.849960*** Accepted 1.945448*** Accepted
(5.711152) (6.287802)

EP Bt 2.064992%*** Accepted 3.352873*** Accepted
(5.146931) (12.80612)

Size Bt 1.422726%** Accepted -
(5.801458) -

R2 0.302963 0.309611

Adjusted R2 0.298730 0.306822

F-Statistic 71.57123 110.9936

Note: ***significant a 1%. **significant a 5%. *significanta 10%
Source: Authors' calculation

The Effect of green accounting on financial performance

Based on Table 3, the results of the first hypothesis test show that green accounting
Therefore H; is accepted. The higher the
implementation of green accounting in a company, the higher its financial performance as
evidenced by the analysis of financial ratios based on reporting by the company. A good company
will disclose all relevant financial, social, and environmental data. The benefits a business can

significantly affects financial performance.

experience on the cost front include improving efficiency, avoiding potential liabilities, being better
positioned to meet or exceed standards, and erecting barriers to entry for potential competitors. As
a result, stakeholders like the public and consumers will have more social trust in the company,
which will help it perform better financially. The study's findings are consistent with research done
by Emmanuel (2021), Lusiana et al. (2021), Pedron et al. (2021), and Riyadh et al. (2020).
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The effect of environment performance on financial performance

Based on the results of the second hypothesis test show that environmental performance has
a significant effect on financial performance. Therefore H, is accepted. The PROPER award
outcomes were successful in luring investors to the business. The higher the environmental
performance rating, the better the company's performance. The company's awareness that
determines good environmental performance is a form of corporate accountability to society and
the environment. A good reputation can increase public interest in buying its products, which will
increase financial performance. Environmental performance can be taken into account when
assessing a business's financial performance. The study's findings are consistent with research
done by Clarkson et al. (2011), Iwata and Okada (2011), Manrique and Marti-Ballester (2017), and
Rajak (2022).

Table 4. Testing Results of Model 2

Variable Prediction Main Model Hypothesis Robust Model Hypothesis

Constant 4.573135 1.57501

GA Bt 0.136895** Accepted 0.168553** Accepted
(2.284477) (2.566987)

EP Bt 0.134285** Accepted -0.107797* Accepted
(2.344579) (-1911114)

ROA Bt 0.052068*** Accepted 0.047188*** Accepted
(16.00307) (13.81052)

Size Bt -0.290406*** -
(-6.728975) -

R2 0.421346 0.356665

Adjusted R2 0.416651 0.352758

F.Stat 89.74438 91.29119

Note: ***significant a 1%. **significant a 5%. *significanta 10%
Source: Authors' calculation

The effect of green accounting on firm value

Based on Table 4, the results of the third hypothesis test show that green accounting has a
significant effect on firm value. Therefore H; is accepted. The allocation costs will have a big impact
on investors, so investor confidence will be high in the company. The allocation of environmental
costs will increase the firm value and assist in realizing sustainable development so that investors
and the public will receive a positive image and increase firm value. The study's findings are
consistent with research done by Dewi and Narayana (2020) and Radhouane et al. (2020).

The effect of environment performance on firm value
Based on the results of the fourth hypothesis test show that environmental performance has
a significant impact on firm value. Therefore H, is accepted. PROPER stands for corporate social
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responsibility, particularly in the context of environmental issues. It is because the business will
pay closer attention to its surroundings. Environmental disclosure made by companies is an
obligation that must be carried out to comply with public rules and regulations. When a company
has fulfilled its obligations in disclosing its environmental performance, it will influence investor
perceptions. The more investors who place their shares in a company with a good image, it will
certainly increase the company's progress so that it has an impact on increasing firm value. The
study's findings are consistent with previous studies (Lestari & Restuningdiah, 2021; Sapulette &
Limba, 2021; Wahidahwati & Ardini, 2021).

The effect of financial performance on firm value

Based on the results of the fifth hypothesis test show that financial performance has a
significant effect on firm value. Therefore Hg is accepted. When the company's financial
performance is good, the future prospects are also good. The higher the company's prospects, the
more investors will want to invest in the company so that the stock price rises and the firm value
increases. Good financial performance will increase the interest of investors to invest in order to
increase the firm's value. The study's findings are consistent with previous studies (Abdi et al,,
2020; Dianawati & Fuadati, 2016; Salehi et al.,, 2021; Santosa et al., 2020).

Path Analysis

The path analysis model is used to show the direction of the relationship between research
variables that are influenced by the existence of a mediating or intervening variable in the path of
variable influence. The results of the path coefficient are sought first by the indirect path coefficient
value by multiplying the estimated value of the X to Y variable with the estimated value of the Y to
Z variable and then compared with the Sobel value obtained.

Table 5. Testing Results of Sobel
Variable Direct Indirect t-Count t-Table Information
GA > ROA > Tobins Q 0.136895 1.096324 0.878780 1.66412 t-Count < t-Table
EP > ROA > Tobins Q 0.134285 0.107520 0.878971 1.66437 t-Count < t-Table
Source: Authors' Compilation. 2022

Financial performance mediates the relationship between green accounting on firm value

Based on Table 5, the results of the sixth hypothesis test show that the t-count is 0.878780
and the value is smaller than the t-table 1.66412, so it can be concluded that the relationship
between green accounting and firm value is not mediated by financial performance Therefore Hg is
rejected. If the company can implement and increase the disclosure of environmental costs. Then it
will be included as one of the efforts to implement green accounting, which will indirectly increase
profitability because it can provide a good reputation for products or services for both the
environment and social. Conversely, if it is not implemented it will reduce the product's selling
power so that profits will decrease. The application of green accounting will have a big impact on
investors so that investor confidence will be high in the company. The allocation of environmental
costs will increase the value of the company and assist in realizing sustainable development so that
investors and the public will receive a positive impression. Investors will have more faith in the
company's stability in the future because this is being done to avoid the negative sanctions that the
business will experience as a result of environmental issues. This will add to society's good image
and increase the company's value. The study's findings are consistent with research done by
Erlangga et al. (2021) and Febriani et al. (2021).
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Financial performance mediates the relationship between environmental performance on
firm value

The results of the seventh hypothesis test show that the t-count is the t-count is 0.878971,
and the value is smaller than the t table 1.66437, so it can be concluded that the relationship
between environmental performance and firm value is not mediated by financial performance.
Therefore H, is rejected. For investment decisions to have no bearing on environmental
performance, which is disclosed in environmental disclosures, and therefore have no bearing on
the company's financial performance, environmental performance still has not yet become a
disclosure of relevant information for investors. Not a review of the company by investors that
takes into account how it performs in terms of the environment, but good or bad reporting of
environmental performance in the company has no effect on financial performance because
investors only pay attention to the company's condition in the market whether it is profitable or
not when investing in increasing the firm value. The study's findings are consistent with research
done by Deswanto and Siregar (2018).

Based on the results that have been obtained. Then it can be seen that the hypotheses can be
accepted and rejected, as shown in the table below.

Table 6. Hypothesis Test Summary

Hypothesis Explanations Result
H1 The effect of green accounting on financial performance Accept
H2 The effect of environment performance on finance Accept

performance

H3 The effect of green accounting on firm value Accept
H4 The effect of environment performance on firm value Accept
H5 The effect financial performance on firm value Accept

H6 Financial performance mediates the relationship between
green accounting on firm value Reject

H7 Financial performance mediates the relationship between
environmental performance on firm value Reject

Source: Author’s Compilation, 2022

CONCLUSIONS
This study shows that green accounting and environmental performance had an impact on

financial performance. While green accounting, environmental and financial performance affect
firm value. The relationship between green accounting, environmental performance, and firm value
is not mediated by financial performance. Accordingly, companies that allocation of environmental
costs and participate in the PROPER award can carry out activities that do not directly harm the
environment, and the company is environmentally conscious. The PROPER program aims to
provide a more comprehensive and in-depth assessment of the company's movements in
developing programs that care for the environment and are proven to comply with applicable laws
and regulations. So that the company's priorities include not only financial success but also a
consideration for the environment, this condition fits the legitimacy and stakeholder theory. If
companies could pay attention to environmental management. Its presence will be well received
by the community, and the business will enjoy a positive reputation. High trust and loyalty enhance
the company's profits and value.

LIMITATION & FURTHER RESEARCH
The scope of this research is limited to companies that publish company annual reports and
obtain a Performance Rating Program (PROPER) certificate. Based on the findings of the studies
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mentioned, it is recommended for further research to explore the conditions that may contribute
to the differences observed in the results. It could involve increasing the sample population and
describing businesses on a global scale rather than just focusing on local or Indonesian companies.
Additionally, it may be beneficial to investigate the use of mediating variables other than
environmental disclosure, as well as apply more general assessments of environmental
performance. Finally, extending the research time to collect more samples could provide a more
comprehensive understanding of the relationship between green accounting, environmental
performance, financial performance, and firm value.
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