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I. Introduction 
 

Environmental problems can indeed become a big phenomenon if they are not a 

concern in carrying out company activities. In an effort to preserve the environment, 

accounting science plays a role through disclosure in the form of financial reports related 

to environmental costs or environmental costs. Various negative impacts of the company's 

operations require an environmental accounting system as a control over the company's 

responsibilities because waste management carried out by the company requires 

measurement, assessment, disclosure and reporting of waste management costs from the 

company's operational results.(Yulianthi et al., 2018).Anggraeni (2015)explained that 

when a company has environmental performance, the company can provide assurance to 

the public that although they contribute to climate change and the environment, they have 

also made efforts to minimize the incident. 

Damayanthi (2019) explains that improving environmental performance is one of the 

efforts to increase company value. The company cannot always determine the selling price 

of the product as desired, because several competitors offer a certain price. To produce 

products that have competitive prices and maintain good product quality to earn a profit, 
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they must be able to sort out, workaround, or even reduce costs or activities that are not 

needed in the production process so that the profits to be obtained are more optimal. 

Therefore, a target costing. (Palulun, Y. et al. 2021). Company value is very important 

because maximizing company value means maximizing prosperity for shareholders which 

is the main goal of all companies. (Damayanthi, 2019). The value of the company can 

attract investors to invest in the company (Sabatini and Sudana, 2019). Information 

regarding the environment is not only needed by stakeholders and bondholders, but the 

public is also now increasingly concerned with disclosing information related to 

environmental sustainability (He and Luo, 2018). The community needs information about 

the extent to which the company has carried out its social activities so that the community's 

rights to live safely, peacefully, and the welfare of employees are fulfilled (Santoso et al., 

2017). 

Firm value can be measured in various ways, one of the measuring tools that can be 

used is to calculate price to book value. Price to book value (PBV) is a financial ratio that 

compares the stock price with the book value per share, describing how much the market 

appreciates the book value of a company's shares. The greater the PBV, the higher the level 

of market confidence in the company's prospects (Sugiyono and Untung, 2016). Research 

resultSawitri (2017), Plumlee et al., (2015) andIqbal et al., (2013), states that there is an 

effect of environmental accounting disclosures on firm value. 

The relationship between environmental performance and firm value is explained by 

signal theory. Based on signal theory, environmental performance and environmental 

disclosure provide information to investors about the prospect of substantial future returns. 

This is a signal in the form of good news given by the management to the public that the 

company has good prospects in the future and ensures the creation of sustainable 

development. With good environmental performance and strict environmental disclosure, 

the company hopes to increase the reputation and value of the company through increasing 

stock returns. According to Yani in Syardiansyah (2020) performance is a result of work 

achieved by a person in carrying out the tasks assigned to him based on skill, experience 

and sincerity as well as time. However according to Kasmir (2016) that performance is the 

result of work and work behavior of a person in a period, usually 1 year. Then the 

performance can be measured by the ability to complete the tasks and responsibilities 

given. This means that in work contains elements of the standard that achievement must be 

met, so, for those who reach the standards set means good performance. 

StudyAnjarwasana (2018) states that environmental accounting disclosures have no 

effect on firm value. This indicates that the disclosure of environmental accounting has not 

been a concern of investors in decision making, which will encourage an increase in firm 

value. Research resultHandayani (2019) also stated that environmental performance has no 

effect on firm value. 

Permana and Raharja (2012) stated that in Indonesia until now there have been 

various industrial conflicts such as natural damage due to excessive exploitation of nature 

without being balanced with environmental improvements or the balance of nature and the 

surrounding environment such as waste or factory pollution which is very detrimental to 

the surrounding environment. Various cases of environmental damage that occur are early 

evidence that the company's environmental performance in Indonesia is still poor. Case of 

environmental damage in Porong Sidoarjo, East Java, caused by a mudflow from the gas 

mining company PT Lapindo Brantas. The hot mudflow has so far caused the inundation 

of residential, agricultural and industrial areas in the three surrounding sub-districts, as 

well as affecting economic activity in East Java. (Dewantara, 2013). In addition, there are 

cases of environmental damage caused by mining companies such as PT Newmont, 

http://www.bircu-journal.com/index.php/birci
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Minahasa Raya, PT Freeport, and others. This industry has great potential to damage the 

environment, but on the other hand, development requires a large source of energy obtained 

from this industry and is a significant source of income for the country. (Miranti, 2008). 
The Government of the Republic of Indonesia makes efforts to protect and manage 

the environment through Law Number 32 of 2009 concerning Environmental Protection 

and Management (Hidayat and Widowati, 2016). One of the government's efforts to 

monitor and protect the environment is through the Company Performance Rating Program 

in Environmental Management (PROPER). PROPER is a tool for the Ministry of the 

Environment to assess the environmental performance of companies in Indonesia using a 

rating system by giving a color as a sign. (Singh et al., 2011). 

Research resultHariati and Prihatiningtyas (2016) states that environmental 

performance has a positive effect on firm value (price to book value). Different from 

researchReinstein and Calderon (2006), Tjahjono (2013), Choerunisah and Sundari (2020) 

that environmental performance has no effect on firm value. The difference or 

inconsistency of the research results is thought to be caused by contingency 

factors.Govindarajan (1986) argues that in overcoming the inconsistency of the results of 

previous studies, a contingency approach is needed. 

One of the stocks related to environmental concerns is the Sustainable and 

Responsible Investment Index (SRI) – KEHATI which is one of the stock indexes listed on 

the Indonesia Stock Exchange (IDX). The SRI – KEHATI index is one of the stock 

movement indexes listed on the Indonesia Stock Exchange. This index is a collaboration 

between the Indonesian Biodiversity Foundation (KEHATI) and the Indonesia Stock 

Exchange. This stock index consists of 25 issuers who are selected every two periods 

during the year, namely April and October and will be published by the IDX. Things to 

consider in the selection of the constituents of the SRI – KEHATI index consist of three 

aspects, namely the company's fundamental aspects, financial aspects, and aspects of the 

company's business influence on the environment. However, due to selection, 

www.kehati.or.id).  

Since its launch eight years ago, the index has proven to have consistent performance 

with an average value of about 10 percent above other indices, such as the LQ 45 index 

and the Jakarta Composite Index (JCI). This indicates a positive response from investors 

who are willing to pay a premium price and shares of issuers categorized as Sustainable 

and Responsible / constituents of the SRI Index – KEHATI (www.kehati.or.id).  

Based on this background, researchers are interested in conducting research on the 

Effect of Environmental Accounting Disclosures on Firm Value with Environmental 

Performance as an Intervening Variable. 

 

II. Review of Literature 
 

2.1 Signal Theory 
Signal theory (signalling theory) was first developed byRoss (1977). Signal theory 

explains that good financial and non-financial reports are a signal or sign that the company 

has also been operating well.Yanti (2015) explains that signal theory generally emphasizes 

the company's obligation to disclose information to external parties to minimize 

information asymmetry and reduce uncertainty about the company's prospects in the future.

 

2.2 Stakeholder Theory 

Stakeholder theory states that companies that have relationships with many 

stakeholders will be able to influence and at the same time be influenced by the company's 
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actions (Utomo & Kaujan, 2019).Lindawati and Puspita (2015) states that the main 

purpose of stakeholder theory is to assist company management in increasing value 

creation as a result of the activities carried out and minimizing losses that may arise for 

stakeholders. 

 

2.3 Legitimacy Theory 

Dowling and Jefferey (1975) stated that legitimacy is an aspect that needs to be 

considered by an organization, because the limitations contained in the norms and 

regulations can foster motivation regarding the importance of environmental management 

activities. According to the legitimacy theory, the company's concern for the surrounding 

environment is an effort to fulfill the social contract to the community in the hope of 

getting a positive response from stakeholders (Mardiana and Wuryani, 2019). 

 
2.4. Environmental Accounting Disclosures  

Islamey (2016)explained that environmental accounting is the activity of recording, 

measuring, and identifying costs related to the environment caused by the company's 

operational activities that affect the environment, and can be used to support management 

decisions related to the company's business as well as an effort to increase the company's 

social and environmental responsibility and to find out the company's operational 

performance based on environmental protection. 

 
2.5. Company Value 

The value of the company can be measured by the value of the share price in the 

market, based on the formation of the company's share price in the market, which is a 

reflection of the public's assessment of the company's financial performance in real 

terms.(Harmono, 2014). Price to book value (PBV) describes how much the market 

appreciates the book value of a company's shares. The higher the PBV value, the more 

confident the market is in the company's prospects. The PBV ratio shows the level of the 

company's ability to create value relative to the amount of capital invested(Sudibya and 

Restuti, 2014). 

 
2.6. Environmental Performance 

Environmental performance is a measurable result of the environmental management 

system, which is related to the control of environmental aspects. Environmental 

performance assessment is based on environmental policies, environmental targets and 

environmental targets(Pratiwi and Setyoningsih, 2014). The Company Performance Rating 

Program in Environmental Management (PROPER) is a program created by the ministry of 

the environment that is used to discipline companies to comply with environmental 

regulations and achieve environmental excellence (environmental excellence) through 

predetermined principles. 

 

2.7. Framework for Thinking 

Berbased on theoretical studies and empirical studies of previous research, a 

research framework can be drawn up as shown in Figure 1. 
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Figure 1. Framework for Thinking 

 

2.7. Hypothesis 

a.  Effect of environmental accounting disclosures on firm value 

The effect of environmental accounting disclosures on firm value is explained by 

signal theory.Yanti (2015)explained that signal theory essentially emphasizes that 

companies are required to disclose information to external parties to minimize information 

asymmetry and reduce uncertainty about the company's prospects in the future.Sulistiawati 

and Dirgantari (2016)revealed that environmental disclosure is an embodiment of 

corporate social responsibility. 

Based on this description, the hypotheses in this study are as follows: 

H1: The higher the disclosure of environmental accounting, the higher the effect on 

firm value. 

 

b. Effect of environmental performance on firm value 

The effect of environmental performance on firm value is explained by legitimacy 

theory. Legitimacy theory explains, if the company's environmental performance is good 

then public opinion of the company will increase, and vice versa(Rakhiemah and Agustia, 

2009;Sabatini and Sudana (2019). When the public opinion of the company is good, the 

company's position in the eyes of the public is also good(Aulia and Agustina, 2015). Good 

environmental performance can be used as a factor in increasing company value. The 

better the company's responsibility to environmental sustainability, the better the 

company's image(Hariati and Prihatiningtyas, 2016). Environmental performance relates to 

how well the company manages the environmental aspects of its activities, products, 

services and their impact on the environment. Therefore, companies with good 

environmental performance need to disclose information on the quantity and quality of the 

environment better than companies with poor environmental performance. The more the 

company's role in its environmental activities, the more the company must disclose about 

its environmental performance in its annual report. This is a form of transparency from the 

company. 

Based on this description, the hypotheses in this study are as follows: 

H2: The higher the environmental performance, the higher the impact on firm value 

 

b. Effect of environmental accounting disclosures on environmental performance 

The effect of environmental accounting disclosures on environmental performance is 

explained by stakeholder theory.Lindawati and Puspita (2015)states that the main purpose 

of stakeholder theory is to assist company management in increasing value creation as a 

result of the activities carried out and minimizing losses that may arise for stakeholders. 

(X) 

Environmental 

Accounting 

Disclosures 

(Y) 

The value of the 

company 

(Z) 

Environmental 

Performance 
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Companies that have implemented environmental accounting will disclose integrated 

information related to financial aspects, social aspects and environmental aspects in one 

reporting package, so that decision makers will obtain complete information and make 

better decisions and do not harm any aspect, especially the environment.(Hapsoro and 

Adyaksana, 2020). 

Based on this description, the hypotheses in this study are as follows: 

H3: The higher the disclosure of environmental accounting, the higher the effect on 

environmental performance 

 

c. Effect of environmental accounting disclosure on firm value mediated by 

environmental performance 

The mediation of environmental performance on the effect of environmental 

accounting disclosures on firm value is explained by signal theory, stakeholder theory and 

legitimacy theory. stated that currently global environmental issues are experiencingEthika 

et al., (2019)rapid development which has implications for the needs of stakeholders and 

accounting must be able to present information that is in accordance with the needs of 

stakeholders. To meet these needs, accounting has experienced rapid development so that it 

is known as conventional accounting and environmental accounting(Idris, 2012).Deegan 

(2004)explained that there was a shift in interests which focused more on stakeholder 

orientation (society). Corporate legitimacy is the impact of corporate responsibility that 

focuses more on the stakeholder perspective. 

Based on this description, the hypothesis of this study is as follows: 

H4: Environmental accounting disclosures have an effect on firm value through 

environmental performance. 

 

III. Research Method 

 
This research is a quantitative research.The method of data collection in this study 

was done through secondary data with literature and indirect observation. The data in this 

study are data on annual financial reports and sustainability reports published by 

companies listed on the SRI - KEHATI Index 2016 - 2020 obtained from the 

IDX.(www.idx.co.id)and PROPER data obtained from the Ministry of Environment 

website(www.proper.menlh.go.id). The analytical technique used in this research is 

descriptive statistical method, classical assumption test analysis, panel data regression 

analysis method and expanded with Sobel test analysis to test the mediating variable 

(intervening). 

 

IV. Result and Discussion 
 

4.1 Model Conformity Test Results 

a. Chow test 

Chow test is a test to compare the commond effect model with the fixed 

effect(Widarjono, 2009). The Chow test in this study used eviews. The hypotheses formed 

in this study are as follows: 

H0 : modelcommon effect 

H1 : modelfixed effect 

H0 is rejected if P – value is less than the value of a. On the other hand, H1 is accepted if 

the P – value is greater than the value of a. The value used is 5%. The results of the Chow 

test can be seen in Table 5.12 below: 
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Table 1. Chow Test Results 

Effects Test Statistics df Prob 

 

Cross – section F 3.76 (21.84) 0.50 
 

  

Source: processed data (2022) 

 

Based on Table 5.12 the probability value is 0.50 which is greater than the significant 

level (a) 0.05, so it can be concluded that Ho is rejected and H1 is accepted. Thus, the 

estimation model used is a fixed effect. 

 

 

 

b. Hausman test 

This test compares the fixed effect model with the random effect in determining the 

best model to use as a panel data regression model(Gujarati, 2012). The Hausman test uses 

a program similar to the Chow test, namely the Eviews program. The hypothesis formed in 

the Hausman test is as follows: 

H0 : random modeleffect 

H1 : modelfixed effect 

H0 is rejected if P – value is less than the value of a. On the other hand, H0 is 

accepted if the P-value is greater than the value of a. The value of a used is 5%. Hausman 

test results can be seen in Table 5.13 below: 

 

Table 2. Hausman Test Results 

 

Test Summary 

Chi - Sq. 

Statistics Chi -Sq.df Prob 

Cross - Section Random 1.44 2 0.48 

       Source: processed data (2022) 

 

Based on Table 4.2 Hausman test results obtained chi-square statistic value of 1.44 

with degrees of freedom is 2 and probability 0.48 is greater than the significant level of 

0.05, then Ho is rejected and H1 is accepted so that the right model used is the random 

effect model. 

 

4.2 Panel Data Regression Analysis Results 

Based on the results of the model suitability test with the Hausman test, it can be 

seen in Table 4.2 that the probability of 0.51 is greater than the significant level of 0.05, 

then Ho is rejected and H1 is accepted so that the appropriate model used is the random 

effect model. The panel data regression equation is as follows: 

 

Z = 3.38 + 0.94X + 0.89Y + 0.99 
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0.94 e2=0.99            

   0.89 

 

 

 

Figure 2. Regression Path Diagram II 

 

The equation of the regression model can be explained as follows: 

1) The constant obtained is 3.38, meaning that if the independent variable is equal to zero 

(0), then the environmental performance variable (Z) is equal to 3.38. 

2) The regression coefficient of the environmental accounting disclosure variable (X) is 

0.94 with a positive coefficient value. This means that the environmental accounting 

disclosure (X) in the annual report is increasing, the environmental performance (Z) in 

terms of proper rating will increase. 

3) The regression coefficient for the firm value variable (Y) was obtained at 0.89 with a 

positive coefficient value. This means that the firm value variable (Y) will increase with 

increasing environmental performance (Z) in terms of proper rating. 

The direct, indirect and total effects can be seen in Table 4.3 

 

Table 3. Direct, Indirect and Total Effects Between Variables 

  

Var 

Environmental Accounting 

Disclosures (X) 

Firm Value (Y) 

PL PTL PT PL PTL PT 

Company Value (Y) 11.75 11.86 23.61 - - - 

Environmental 

Performance (Z) 

0.94 - 0.94 1.01 - 1.01 

Source: processed data (2022). 

Information: 

PL = Direct Effect 

PTL = Indirect Influence  

 

a) Based on Table 4.3, the direct effect of environmental accounting disclosure variable 

(X) on firm value (Y) is 11.75, the indirect effect of environmental accounting 

disclosure (X) on firm value (Y) through environmental performance (Z) is 11.75 x 1.01 

= 11.86. The total effect is 11.75 + 11.86 = 23.61. The direct effect of firm value (Y) on 

environmental performance (Z) is 1.01. 

b) Based on the results of these calculations, it is known that the value of the indirect effect 

of 11.86 is greater than the direct effect of 11.75, meaning that environmental 

accounting disclosures (X) have an effect on firm value (Y) through environmental 

performance (Z). 

c) The results of the Sobel test show that the t value (Sobel test) of 2.17 is greater than the 

t table of 1.98 with a significance level of 5%, so it can be concluded that environmental 

performance significantly mediates the effect of environmental accounting disclosures 

(X) on firm value (Y). . 

PAL(X) NP(Y) 

KL (Z) 
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4.2 Discussion 

a. Effect of environmental accounting disclosures on firm value 

 The results show that environmental accounting disclosures have a significant 

effect on firm value so that the first hypothesis (H1) is accepted. Transparency in 

environmental management will increase investor confidence so that the demand for 

company shares will increase, which means the company's market value will 

increase(Princess in Mulpiani, 2019). The results of this study are the same as the results of 

the studySuaidah (2018),Maharani and Handayani (2021),Schadewitz and Niskala 

(2010),Clarkson et al., (2013),Servaes and Tamayo (2013),Plumlee et al., (2015)which 

states that environmental accounting disclosures have a significant effect on firm value. 

This result is in accordance with signal theory, environmental disclosure by the 

company becomes a positive signal for investors where the company has performed 

environmental performance well and the company expects it will have a positive impact on 

the value of the company. 

The results of this study also support the results of the studyEthika et al., 

(2019).Pratama et al., (2020),Ethika et al., (2019)which states that environmental 

accounting disclosures have a positive effect on firm value. The results of this study are 

contradictoryAnjarwasana (2018)andLike (2016)found that environmental disclosure has 

no effect on firm value 

 

b. Effect of environmental performance on firm value 
The results showed that environmental performance had a significant effect on firm 

value so that the second hypothesis (H2) was accepted. This result is in accordance with 

the legitimacy theory, that the company's concern for the surrounding environment is an 

effort to fulfill the social contract to the community in the hope of getting a positive 

response from stakeholders. Environmental management activities are a form of company 

attention to the community and the environment in an effort to gain legitimacy from the 

community. 

The company has paid more attention to environmental management so as to 

improve the company's image in the eyes of shareholders. Companies can increase 

company value through concern for the environment(Hapsoro and Adyaksana, 2020). 

The value of the company will increase in line with good environmental management 

activities. Good environmental performance can be used as a factor in increasing company 

value. The better the company's responsibility to environmental sustainability, the better 

the company's image(Hariati and Prihatiningtyas, 2016). 

The results of this study are in line with researchEthika et al., (2019),Hariati and 

Prihatiningtyas (2016),Suratno et al., (2006),Hanevie (2018)andLike (2016)states that 

environmental performance can have a positive influence on firm value. 

This research contradicts researchChoerunisah and Sundari (2020),Handayani 

(2019),Mariani and Suryani (2018),Sawitri (2017),Sawitri et al., (2017), Anjasari and 

Andriati (2016),Reinstein and Calderon, (2006),Tjahjono (2013)which states that 

environmental performance has no effect on firm value. 

 

c. Effect of environmental accounting disclosures on environmental performance 
The results showed that the disclosure of environmental accounting has a significant 

effect on environmental performance so that the third hypothesis (H3) is accepted. 

Implementation and disclosure of corporate responsibility information to the environment 

is something that needs to be considered by the company(Sawitri et al., 2017). 
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This result is in accordance with the theory which states that companies are not only 

responsible to the owners of capital (shareholders) which are limited to economic 

indicators, but have now shifted to be broader to social and environmental responsibilities 

(stakeholders).(Kusmayadi et al., 2015). 

This research is in line with researchEthika et al., (2019),Plumlee et al., 

(2015),Nuryanti et al., (2015)andPrincess (2017),Supanto (2013),Iqbal et al., 

(2013),Siregar et al., (2013), andAl-Tuwaijri (2003)which states that environmental 

accounting disclosures have a positive effect on environmental performance. 

The results of this study contradict the researchSawitri (2017),Li and BcConomy 

(1999),Wiseman (1982)andFreeman and David (1983)which states that environmental 

accounting disclosures have a negative effect on firm value. These results are also different 

from the results of research conducted byAnjarwasana (2018)andLike (2016)which states 

that environmental accounting disclosures have no effect on firm value. 

 

d. Effect of environmental accounting disclosures on firm value mediated by 

environmental performance 
The results of this study indicate that environmental performance mediates the effect 

of environmental accounting disclosures on firm value so that the fourth hypothesis (H4) is 

accepted. This means that environmental performance can strengthen the effect of 

environmental accounting disclosures on firm value. These results are consistent with 

signal theory, stakeholder theory and legitimacy theory. Legitimacy theory explains, if the 

company's environmental performance is good then public opinion of the company will 

increase, and vice versa(Rakhiemah and Agustia, 2009;Sabatini and Sudana, 2019). When 

the public has a good opinion of the company, the company's position in the eyes of the 

public is also good(Aulia and Agustina, 2015). 

Transparency in environmental management will increase investor confidence so that 

the demand for company shares will increase, which means the company's market value 

will increase(Princess in Mulpiani, 2019). Good environmental performance can be used as 

a factor in increasing company value. The better the company's responsibility to 

environmental sustainability, the better the company's image(Hariati and Prihatiningtyas, 

2016).He and Luo (2018)when a company expands, the pressure on the company will be 

higher, so that this condition encourages to build a positive image or image to gain 

legitimacy from the public and the company's stakeholders by making environmental 

social disclosures. 

Companies that pay attention to environmental performance, have a corporate image 

in the future so that it will have an effect on improving financial performance(Butler, 

2011andRadyati, 2014). When a company pays attention to the company's environmental 

performance, it will have an impact on rising stock prices which means an increase in 

company value. 

 

V. Conclusion 

 
Based on the results of the study, it can be concluded that: 

a) Environmental accounting disclosures have a significant effect on firm value. This 

shows that the higher the disclosure of environmental accounting, the higher the effect 

on the value of the company, because the disclosure of environmental accounting has a 

good influence on the development of the company and for the value of the company, 

thus triggering investors to invest their funds in the company so as to improve the image 

and value of the company. 
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b) Environmental performance has a significant effect on firm value. This means that the 

higher the environmental performance, the higher the influence on the value of the 

company because good environmental performance can be used as a factor in increasing 

the value of the company. 

c) Environmental accounting disclosures have a significant effect on environmental 

performance. This shows that the higher the disclosure of environmental accounting, the 

higher the impact on environmental performance because the company is not only 

responsible to the owners of capital (shareholders) which is limited to economic 

indicators, but has now shifted to be broader to social and environmental responsibility 

and Environmental accounting can also be used to track an organization's environmental 

performance to make it more measurable. 

d) Environmental performance mediates the effect of environmental accounting 

disclosures on firm value. This shows that the higher the environmental performance, 

the more it mediates the effect of environmental accounting disclosures on firm value, 

meaning that environmental performance variables can mediate the relationship 

between environmental accounting disclosures and firm value. In this study, firm value 

is proxied by price to book value (PBV). 
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