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Abstract: The operational activities of companies produce hazardous waste, frequently
leading to environmental pollution. In fact, companies also have an obligation to maintain
and protect the environment. This primary objective of this study is to examine the effect
of green accounting, disclosure of sustainability reporting, and environmental investment
on company’s financial performance. This study uses a quantitative approach with a
population of companies in the mining and medical sectors listed on the Indonesia Stock
Exchange (IDX) during 2021-2022. The analysis technigue used is multiple linear
regression analysis. The sample of this study consisted of 64 energy and healthcare
companies that met certain criteria, using purposive sampling techniques, so that the
total sample analyzed was 64 companies with 128 observations. The results showed that
sustainability reporting and environmental investment affects the company's financial
performance, while green accounting has no effect on the company's financial
performance. The implication of this study shows the importance of companies in
improving the company's image which will indirectly impact on improving the company's
financial performance through environmental investment and sustainability reporting.
Keywords: Green Accounting, Sustainability Reporting, Environmental Investment,
Financial Performance

INTRODUCTION

Every aspect of daily living is interdependent on the environment. The 1945
Constitution State of Republic of Indonesia No. 23 of 1997 declares that the environment
has a significant role in day-to-day living. Everything is covered, including the presence
of living creatures, humans, and physical space. Environmental damage has increased
significantly over time as a result of industrial growth and human influence. Companies'
operational activities generate hazardous waste, which isa common cause of
environmental pollution. According to the 1945 Constitution of the State of the Republic
of Indonesia No. 32 of 2009, businesses have the right to use natural resources but
also have a duty to protect the environment.

Over the past few years, the company's operational actions have been responsible
for numerous instances of environmental pollution. A prime example of pollution in mid-
2023, as reported by BBC News Indonesia, was caused by the coal-based Steam Power
Plant (PLTU) that was identified as a major source of pollution in Jakarta. The
pollutants generated by the power plant can be classified as hazardous waste originating
from distinct sources. In 2022, CNN Indonesia reported that the Ministry of Energy and
Mineral Resources identified ten oil and gas companiesthat collectively
produced 30,000 tons of hazardous toxic waste. In addition, the Ministry of Environment
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and Forestry reported in 2021 that Indonesia generated 60 million tons of hazardous
waste, primarily originating from  four major industrial sectors:  manufacturing,
infrastructure, agricultural businesses, and natural resource industries.

Similarly, PT Hetzer Medical Indonesia Tbk (MEDS), a company listed in the
medical sector, has reported their financial results at the end of 2022. As reported by
CNBC Indonesia, it was concluded that MEDS experienced a significant decline in
performance, where its net profit fell by 99%. The decline was due to a decrease in
revenue and an increase in other expenses. MEDS' revenue dropped dramatically from
IDR76 billion in 2021 to IDR38 billion in 2022, causing a decline in net profit. Although
cost of revenue followed the decline in revenue, other expenses increased. Thus, the
changes that occurred in MEDS illustrate the external influence in the form of ongoing
changes that have an impact on the company's financial performance.

Thisnot only has a negative impact onthe environment but also has
consequences on the company's reputation, which can directly influence its financial
performance. Novia & Candy (2023) define financial performance as evaluated to assess
how well a company has utilized its finances to which company has achieved its initial
objectives in terms of the appropriate and accurate utilization of its financial
resources. Dura & Suharsono (2022) conducted research that various external
factors have an impact on financial performance, including the implementation of green
accounting.

Green accounting is an accounting application that focuses on preserving the
environment, as highlighted by Faizah (2020). According to (Lako, 2018:99), green
accounting is also defined as recognizing, measuring, recording, summarizing,
reporting, and disclosing the value of financial, environmental, and social items,
transactions, or events that occur during the accounting process. According to Bell &
Lehman (1999), green accounting is a modern conceptthat promotes the green
movement in companies and organizations. It involves recognizing, quantifying,
measuring, and disclosing environmental contributions to business processes.

Green accounting addresses environmental concerns that significantly influence
sustainable development and corporate conduct (FM & Yuhertiana, 2023). According to
a study conducted by Riyadh et al. (2020), green accounting can significantly influence
a company's financial performance. Also, according to a study by Rosaline & Wuryani
(2020), it has been found thatgreen accounting does not have any impact
on the financial performance of a company. Similarly, Faizah (2020) presents similar
findings, indicating that green accounting does not impact financial performance. Many
previous studies examining the impact of green accounting on a company's financial
performance showed inconsistent findings.

However, another external factor that impacts the company's financial performance
is sustainability reporting disclosure. According to Gray & Bebbington (2001),
sustainability reports are considered non-financial and distinct from financial reports. As
per the research conducted by Sutopo et al. (2018), companies provide sustainability
reports detailing the economic, environmental, and social impacts of their operational
activities. A study conducted by Hardi & Chairina (2019) suggests that financial
performance can be influenced by sustainability reporting. Thisis because the
information provided in sustainability reports can be used in decision-making
processes. Contrary to expectations, Sabrina & Hendi's (2019) research resulted
in different results. Based on the two studies mentioned, it is certain that there are
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inconsistencies in the findings.

In addition to green accounting and sustainability reporting disclosure, enhancing
the company's financial performance can also be achieved through the implementation
of environmental investment or green investment. This approach is an investment
strategy that is guided by environmentally conscious principles. It involves making
investments while prioritizing the protection and preservation of the environment (1945
Constitution of the State of the Republic of Indonesia, 2007). According to Zhang &
Berhe (2022) environmental investment or green investment involves utilizing green
capital sourced from the government or industry to invest in environmental goods and
services. This includes activities like preserving ecosystem diversity and decreasing
climate damage.

According to a research by Tanasya & Handayani (2020), investments in the
environment may increase profitability, which in turn can directly affect a company's
financial success. This strategy can help build trust and support from the community
towards the company, as it showcases the company's commitment to environmental
activities. On the other hand, Asaqdah & Putra (2021) and Meiyana & Aisyah 2019)
presented a contrasting viewpoint, suggesting that the company's financial performance
is not influenced by its environmental performance. Based on the two differences
mentioned eatrlier, it is necessary to reevaluate the impact of environmental investment
on financial performance due to the inconsistent results.

This research is supported by two theories, specifically stakeholder theory and
legitimacy theory. Stakeholder theory is a theory that explains the connection between
individuals or groups impacted by a company's actions or who have the potential to
impact a company's actions (Freeman, 1984). This theory states that companies operate
their business activities intending to benefit not only themselves but also their
stakeholders. To ensure that the company or business can deliver advantages to all
stakeholders whose interests impact its performance, it is necessary for the business to
have an effective management system in place to regulate its relationships with
stakeholders (Setiawan et al., 2018).

This theory relates to the concept of legitimacy theory. Legitimacy theory is a
theory within the framework of political economy theory that has a significant impact
on society's determination of financial and economic resource allocation. Companies
often rely on legitimacy-based performance as it plays a crucial role in their future
development (Mustofa et al., 2020). Recognition and acceptance from the community
play a crucial role in providing companies with valuable operational resources (Sabrina
& Hendi, 2019). With this supporting response, the company can enhance its reputation
in the community and eventually increase its profitability.

Inconsistent findings were discovered in the analysis of the link between the effect
of green accounting, sustainability reporting disclosure, and environmental investment
on the financial performance of the company. This analysis was based on the
narrative that was described before. By incorporating various industrial sectors and
different periods into this study, we might improve our research. The objective of this
study is to investigate the impact of green accounting, sustainability reporting disclosure,
and environmental investment on financial performance.
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METHODS

This study was conducted using quantitative methods. This method utilizes
purposive sampling technique and analyzes numerical data using statistical techniques.

The study focuses on analyzing the financial performance of companies in the
medical sector and oil & gas sector listed on the Indonesia Stock Exchange (IDX) from
2021 to 2022. The object under study is limited to two-year periods in compliance with
regulations set by the Financial Services Authority (OJK). The data utilized in this study
consists of secondary data, specifically annual reports and sustainability reports. These
reports can be accessed through the official websites of the Indonesia Stock Exchange
(IDX) and the respective companies. The initial population for this study consisted of 81
companys in the energy and healthcare sectors. Sample is a part of the population
(Sugiyono, 2019:127). However, after applying purposive sampling technique, where
this technigue considering certain criteria for determining a sampling (Sugiyono,
2019:133), sample of 64 companies was selected with 128 annual reports and 128
sustainability reports, which were used for data observations.

This study utilizes two different types of variables: independent variables and
dependent variables. The study focuses on three independent variables: green
accounting (X1), disclosure of sustainability reporting (X2), and environmental
investment (X3) and financial performance as the dependent variable

Green accounting variables are measured using dummy variables, in which a value
of 1 is assigned if the annual report or sustainability report contains components of
environmental costs, waste recycling costs, or environmental development costs, and a
value of 0 is assigned otherwise. for sustainability report variables, it measured by
utilizing the Sustainability Report Disclosure Index (SRDI) to calculate the environmental
investment variable, divide the total expenditures allocated to green investment by the
company's total assets at the end of the year. Lastly, the company's financial
performance will be evaluated through the use of Return On Assets (ROA). This study
employs a variety of statistical tests, such as descriptive statistics analysis, normality
test, multicollinearity test, heteroscedasticity test, autocorrelation test, multiple linear
regression, determination coefficient test, F-test, and hypothesis test (t-test).

RESULTS AND DISCUSSION

Descriptive Statistics Analysis

The research variables provide information on the data associated with each
variable utilized in this study. The study utilizes independent variables like green
accounting, disclosure of sustainability reporting, and environmental investment, and the
dependent variable is financial performance. The descriptive statistical analysis provides
information on the data utilized in the study, including the minimum, maximum, mean,
and standard deviation values. The following are the outcomes of descriptive tests
conducted using SPSS 26.
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Table 1. Descriptive Statistics Analysis Result

N Minimum Maximum Mean Std.
Deviation

Green 128 0% 100% 77% 0,420
Accounting
Sustainability 128 0,22951 0,95902 0,5282403 0,17591383
Reporting
Environmental 128 0,00000 0,09423 0,0032132 0,01107467
Investment
Financial 128 -0,929 0,61 0,0970064 0,18989669
Performance

Valid N (listwise) 128
Source: Data has been processed by the author (2024)

The test findings indicate that the sample size used for this study consisted of 128
data samples. Descriptive statistics provide information on the minimum, maximum,
mean, and standard deviation values of green accounting, sustainability reporting
disclosure, and environmental investment. The table above demonstrates that the green
accounting variable has a minimum value of 0% and a maximum value of 100%. The
mean value is 77% and the standard deviation is 0.420. The variable disclosure of
sustainability reporting ranges from 0.22951 to 0.95902. The mean value is 0.52824 and
the standard deviation is 0.17591. The environmental investment variable ranges from O
to 0.09. The mean value is 0.003 and the standard deviation is 0.01. Lastly, the financial
performance variable ranges from -0.929 to 0.61. The mean value is 0.097 and the
standard deviation is 0.189.

Normality Test

The normality test is performed to assess whether both the independent variable
and the dependent variable show a normal or approximately normal distribution. The
following are the data findings that have undergone a normality test using the
Kolmogorov-Smirnov test, with a significance value greater than 0.05.

Table 2. Normality Test Result
One-Sample Kolmogorov-Smirnov Test

N 128
Normal Mean 64,500000
Parameters®®

Std. Deviation 37,094474
Most Extreme Absolute 0,060
Differences

Positive 0,060

Negative -0,060
Test Statistic 0,060
Asymp. Sig. (2- ,200°4

tailed)
Source: Data has been processed by the author (2024)

Based on Table 2, the results of the normality test indicate a probability value
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(Asymp. Sig. (2-tailed)) of 0.200 for the residual variable. The observed value exceeds
the predetermined normality test threshold of 0.05. Based on the probability value
exceeding 0.05, it is appropriate to classify the regression model as normal.

Multicollinearity Test

The objective of the multicollinearity test is to assess the tolerance value and
Variance Inflation Factor (VIF). If the tolerance value exceeds 0.01 and the VIF value is
below 10, it can be inferred that there is no indication of multicollinearity. The findings
derived from the multicollinearity test are presented in the following table:

Table 3. Multicollinearity Test Result
Model Collinearity
Statistics
Tolerance  VIF

1 (Constant)

Green Accounting 0,973 1,027

Sustainability Reporting 0,976 1,025

Environmental Investment 0,952 1,051
a. Dependent variable: Financial

Performance

Source: Data has been processed by the author (2024)

According to the multicollinearity test results table, it can be inferred that there is
no indication of multicollinearity in the regression model used in this study.

Heteroscedasticity Test

Heteroscedasticity test determines whether there is a difference in variance among
the residuals of different observations in the regression model. If the probability value is
greater than 0.05, then it is concluded that the regression model in this study shows no
heteroscedasticity. The following table presents the outcomes of the Glejser test for
heteroscedasticity analysis.

Table 4. Heteroscedasticity Test Result

Model Unstandardized Standardized
Coefficients Coefficients
B Std. Beta
Error t Sig.
1 (Constant) , 139 ,042 3,275 ,001
Green Accounting ,004 ,028 ,013 , 148 ,882
Sustainability 057 087 -076 -854 395
Reporting
Environmental 1,944 1,073 164 1,812 072
Investment

Source: Data has been processed by the author (2024)

The Glejser test results indicate that the green accounting variable has a significant
value of 0.882, the sustainability reporting disclosure variable has a significant value of
0.395, and the environmental investment variable has a significant value of 0.072. These
values exceed the minimum acceptable value of 0.05 for the Glejser test. The conclusion
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that can be drawn from the explanation presented earlier is that the regression
model utilized in this investigation does not show heteroscedasticity.

Autocorrelation Test

The autocorrelation test aims to assess whether there exists a correlation between
confounding errors in period t and the preceding period (t-1) within a linear regression
model. This study employed the Durbin-Watson test (DW test) to assess the presence
of autocorrelation. The table below shows the research data findings that have
undergone autocorrelation testing.

Table 5. Autocorrelation Test Result

Model R R Square  Adjusted R Std. Error of the  Durbin-
Square Estimate Watson
1 ,3582 0,128 0,107 0,17944893 1,536

a. Predictors: (Constant), Environmental Investment, Sustainability Reporting,
Green Accounting
b. Dependent Variable: Financial Performance

Source: Data has been processed by the author (2024)

This study involved three independent variables (k = 3) and one dependent
variable, with a sample size of 128 (n = 128). From the provided data table of the
autocorrelation test results, it is evident that the value of d is 1.536. The Durbin-Watson
table indicates that with a sample size of 128 and 3 independent variables, the lower
bound of the Durbin-Watson statistic (dL) is 1.6638, while the upper bound (dU) is
1.7596. Based on the decision-making criteria of 0 < d < dL, the autocorrelation test
results table shows 0 < 1.536 < 1.6638. Therefore, it can be stated that the study data
does not exhibit positive autocorrelation, but no definitive judgment can be made.

Consequently, it is imperative to assess autocorrelation by doing the Runs Test.
The Runs Test is a component of nonparametric testing. The outcomes of the Runs Test
are as follows:

Table 6. Runs Test Result

Runs Test
Test Value? 3,00
Cases < Test Value 34
Cases >= Test Value 35
Total Cases 69
Number of Runs 36
Z ,123
Asymp. Sig. (2-tailed) ,902

Source: Data has been processed by the author (2024)

Based on the findings of the Runs Test, it is evident that the Asymp. Sig. (2-tailed)
is 0.902. Based on the decision-making criteria for the runs test, which states that the
value of Asymp. Sig. (2-tailed) should be more than 0.05, it can be determined that the
value of 0.902 is indeed greater than 0.05. Therefore, this regression model does not
show autocorrelation.
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Multiple Linear Regression Test
The results of multiple linear regression calculations using SPSS 26 show the
following results:

Table 7. Multiple Linear Regression Test Result

Model Unstandardized
B Std. Error

1 (Constant) -,092 ,058
Green Accounting ,052 ,038
Sustainability ,254 ,092
Reporting
Environmental 4,455 1,474
Investment

a. Dependent variable: Financial Performance

Source: Data has been processed by the author (2024)

By analyzing the data table of the multiple linear regression test results provided
above, we may determine the regression equation as follows:
Y =-0,092 + 0,052X1 + 0,254X> + 4,455X3 +e
The regression equation above has several meanings. First, the constant (a) of -
0.092 indicates that if the value of the independent variables, namely green accounting,
disclosure of sustainability reporting, and environmental investment, is 0, then the
dependent variable, namely the company's financial performance, is -0.092. The
coefficient value of the green accounting variable is 0.052. A one-unit increase in the
green accounting variable is associated with a 0.052 increase in financial performance,
assuming that the other independent variables remain constant or fixed. Furthermore,
the regression coefficient for the variable representing sustainability reporting disclosure
is 0.254. Based on the assumption that other independent variables remain constant or
fixed, it can be observed that a one-unit increase in sustainability reporting disclosure
leads to a 0.254 increase in financial performance. The regression analysis resulted in a
coefficient of 4.455 for the environmental investment variable. This indicates that a rise
in environmental investment leads to a 4.455 increase in financial performance,
assuming all other independent variables remain constant or fixed.

Determination Coefficient Test (R Square Test)

This test measures the degree to which the independent variables (green
accounting, disclosure of sustainability reporting, and environmental investment) explain
the dependent variable (financial performance). The coefficient of determination values
range from zero to one. A small coefficient of determination indicates that the
independent variables have a limited ability to explain the variation in the dependent
variable. A higher coefficient of determination indicates a stronger regression line. The
coefficient of determination's value can be expressed as follows:

Table 8. Determination Coefficient Test Result

Model R R Square  Adjusted R Square  Std. Error of the Estimate
1 ,3582 0,128 0,107 0,17944893
Source: Data has been processed by the author (2024)
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According to the data presented in Table 8, the coefficient of determination is
0.107, corresponding to 10.7%. Green accounting variables, disclosure of sustainability
reporting, and environmental investment impact the dependent variable, financial
performance, by 10.7%. This means that green accounting, sustainbaility reporting
dsiclosure, and environmental investment have weak influence on financial performance.
The independent variables cannot account for the remaining 89.3% of the variance or
can be caused by factors beyond the independent variables.

F-Test

The significance of the partial coefficient of regression was assessed using the F-
test, which tested the hypothesis that each regression coefficient was equal to zero. The
study employs a certainty level of 5%, equivalent to 0.05. If the significance value is
greater than 0.05, the hypothesis is rejected based on the decision-making criteria. The
hypothesis will be considered acceptable if the significance value is less than 0.05. The
F-test results are presented below:

Table 9. F-Test Result

Model Sum of df Mean F Sig.
Squares Square
1 Regression 0,587 3 0,196 6,073 ,001°
Residual 3,993 124 0,032
Total 4,580 127

Source: Data has been processed by the author (2024)

According to the table above, the calculated significance value is 0.001. The
observed value exhibits a significance level below 0.005, indicating a 95% level of
certainty. Hence, the combination of green accounting variables, sustainability reporting
disclosure, and environmental investment substantially impact the company's financial
performance.

Hypothesis Test (T-Test)

The t-test, also known as a patrtial test, is used to partially examine the impact of
the independent variable on the dependent variable. If the p-value is less than 0.05, the
hypothesis is rejected, indicating a significant relationship between the independent and
dependent variables. A significance value greater than 0.05 leads to the rejection of the
hypothesis, indicating no significant impact of the independent variables on the
dependent variable. The t-test results are presented in the following table:

Table 10. T-Test Result

Model Unstandardized Coefficients t Sig
B Std. Error
1 (Constant) -0,092 0,058 -1,571 0,119
Green Accounting 0,052 0,038 1,350 0,180
Sustainability Reporting 0,254 0,092 2,772 0,006
Environment Investment 4,455 1,474 3,023 0,003
a. Dependent Variable: Financial Performance

Source: Data has been processed by the author (2024)
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The Effect of Green Accounting on Financial Performance

The partial test results indicate that the green accounting variable has a
significance value of 0.180, which exceeds the limit of significance of 0.05. This variable
also has 0% minimum value and 100% maximum value because it uses dummy variable.
Therefore, incorporating or excluding green accounting expenses does not impact the
company's financial performance. The outcomes of the tests contradict the findings of
Dura & Suharsono (2022), Meiyana & Aisyah (2019), and Rosaline & Wuryani (2020)
who suggest that green accounting impacts financial performance. The variations in
research subjects and periods contribute to this phenomenon.

In contrast, the tests conducted in this study align with the findings of Faizah
(2020), Putri et al. (2023), and Suryani (2023) indicate that green accounting does not
have any discernible impact or significant impact on the financial performance of the
company. Implementing a green accounting system, which involves allocating
environmental costs, does not impact a company's financial performance as measured
by return on assets (ROA). Profit-oriented companies prioritize cost considerations,
decreasing profits when allocating resources toward environmental costs.

Adopting a green accounting system is a voluntary activity undertaken by a
company. This aligns with legitimacy theory, which asserts that a company or
organization must verify compliance with community norms and uphold public rights.
A green accounting system can enhance a company's public perception and foster
increased stakeholder trust. This initiative aims to legitimize the company's commitment
to environmental sustainability.

The hypothesis is rejected because not all companies prioritize the surrounding
environment. Some companies prioritize environmental cost reporting due to the direct
connection between their operational activities and nature. Certain companies perceive
environmental costs solely as supplementary expenditures that diminish profitability. The
study's findings indicate no direct correlation between environmental costs and a
company's financial performance. In other words, the results do not suggest that green
accounting always lead to improved financial performance.

The Effect of Sustainability Reporting Disclosure on Financial Performance

The partial test results indicate that the variable disclosing sustainability reporting
on financial performance has a significance value of 0.006, below the significance limit of
0.05. This variable also has 0,22951 as its minimum value and 0,95902 as its maximum
value.The hypothesis is accepted as it indicates that the disclosure of sustainability
reporting impacts the company's financial performance. The test results align with
Fuadah et al.'s (2019) research, which suggests that companies that disclose more about
sustainability reporting tend to have better financial performance. R. F. Putri et al. (2023)
found that enhancing economic, environmental, and community disclosure in
sustainability reports is associated with improved financial performance for companies.

Companies implementing sustainability reporting disclosures can directly enhance
their financial performance. The published sustainability report suggests that the
company demonstrates accountability for its actions towards the community. The public
can acquire positive information about a company's efforts to address economic,
environmental, social, and community issues. This aligns with legitimacy theory, which
suggests that companies should align their operational activities with societal norms to
gain recognition and positive responses from the community, ultimately enhancing their

Submitted: May 20, 2024; Revised: July 14, 2024; Accepted: July 31, 2024;
Published: August 26, 2024; Website: http://journalfeb.unla.ac.id/index.phpl/jasa

429


http://journalfeb.unla.ac.id/index.php/jasa

LY

JASa (Jurnal Akuntansi, Audit dan Sistem Informasi Akuntansi)
Vol. 8 No. 2 / August 2024
ISSN 2550-0732 print / ISSN 2655-8319 online
DOI;10.36555/jasa.v8i2.2552

financial performance.

The Effect of Environmental Investment on Financial Performance

The partial test results indicate that the environmental investment variable has a
significance value of 0.003, which is below the limit of significance of 0.05. This variable
also has 0,0000 as its minimum value and 0,09423 as its maximum value. The
hypothesis is accepted as it indicates that environmental investment impacts the
company's financial performance. The study's test results align with the research
conducted by Shabbir & Wisdom (2020), which supports the notion that environmental
investment positively impacts a company's financial performance. When making
financial decisions, it is imperative to considerall types of environmental
investment. Tanasya & Handayani (2020) found that companies can enhance their
financial performance by implementing environmental investment, thereby maximizing
profits.

This aligns with legitimacy theory, which suggests that companies should conduct
their operations under prevailing community norms. By engaging in environmental
investment, the company establishes a connection with the community through green
investment initiatives, enhancing its legitimacy and garnering greater community
support. This will influence the expansion of company profits and improve the company's
financial performance.

CONCLUSION

According to the research findings, the adoption of green accounting does not
substantially affect financial performance despite its limited implementation. This is
because numerous companies have failed to adopt it willingly. However, the revelation
of sustainability reporting has a favorable impact on the company's financial
performance. These disclosures are a valuable resource for sharing information with the
public and enhancing the company's credibility in the eyes of society. This, in turn,
can contribute to a positive influence on the company's financial performance.

Furthermore, investing in the environment has been shown to enhance the
company's financial performance. Environmental investment strengthens the company's
interaction with society and ensures compliance with environmental standards, which
indirectly increases the company's legitimacy and profit growth. This emphasizes the
significance of taking environmental factors into account when making financial
decisions in corporations.

After reviewing the findings, it is important to consider various factors when
examining the impact of sustainable practices on corporate financial performance.
Therefore, it is suggested that future research explore additional industrial sectors, such
as manufacturing and agribusiness. Additionally, the research period should be
extended to incorporate other relevant variables, allowing for a more comprehensive
examination of the company's financial performance.
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