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Abstract:  This study aims to examine the effect of green accounting and environmental performance on company profitability in 

mining companies listed on the Indonesia Stock Exchange (IDX) for the 2019-2021 period. This study is a quantitative study with 

the aim of testing the effect between variables. Analysis of the data used is multiple linear analysis. The data that has been collected 

is processed with the SPSS application. Sampling was carried out using the saturated sample method as many as 10 companies and 

30 total data (for 3 years). The data used is secondary data from the IDX website in the form of the company's annual report. The 

results of this study indicate that green accounting has a negative effect on profitability. Meanwhile, environmental performance 

affects the company's profitability. 
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I. INTRODUCTION 

 

The company will certainly try to maximize profits. Efforts to maximize profits are carried out to 

increase the company's profitability. One of the information assessed by users of financial statements is 

profitability. They are able to assess and analyze the profits that develop within a company. Every company 

certainly wants high profitability every year. Investors will get a positive signal that they will get a greater 

profit from their investment if the company experiences an increase in its profitability. 

Companies use a variety of existing resources in making good products to increase profitability. The 

company's efforts to meet customer satisfaction often lead to dire consequences for many problems. One of 

the negative consequences of the company's operations is environmental damage. When companies want to 

increase profits, sometimes companies do not realize that the process they are doing in an effort to increase 

revenue has the potential to affect sustainability [1]–[3]. Therefore, the company uses the concept of green 

accounting and environmental performance as a solution to minimize environmental problems. 

This green accounting concept provides information related to the extent to which companies are able 

to make positive and negative contributions to environmental sustainability in their surroundings. Users of 

financial statements (investors, managers, creditors) will get information that can help users of that 

information in making decisions for company policies or programs related to environmental conservation 

related. Environmental problems in Indonesia are something that cannot be ignored. Companies that make 

large contributions to their environmental activities mean that more and more must be disclosed about 

environmental performance in their annual reports. This reflects the transparency carried out by the company 

in carrying out its responsibilities so that the public will become aware of how big the company's contribution 

and role is in protecting the environment [4]. 

The application of environmental accounting by the company is an attempt by the company to fulfill 

the wishes of stakeholders. This happens because the focus of the stakeholders is not only the company's 

financial factors, but also related to the company's environmental factors, whether the company pays attention 

to the environmental impact of the company's operational activities. The application of environmental 

accounting or what is often called good green accounting by the company, is a positive thing that the company 

has in the eyes of stakeholders, because with the implementation of good environmental accounting, the 

company has paid attention to the environmental impact of the company around and the company is 
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considered not only focused on increasing company profits [5]. The accounting system in which there are 

accounts related to environmental costs is referred to as green accounting or environmental accounting [6]. 

Thus, green accounting is an effort to improve the company's economy without ignoring the company's 

environmental conditions. 

The Company Performance Rating Rating Program in Environmental Management can be used to 

evaluate environmental performance (PROPER) by the Ministry of Environment (KLH). Through PROPER, 

colors are used to assess a company's environmental performance, ranging from the best, such as gold, green, 

blue, and red, to the worst, such as black.. The PROPER rating will help the public to more easily know the 

level of management in the company [7]. The better the rating owned by the company, it means the better the 

form of corporate responsibility towards the environment, where this can increase the value of the company 

so that it attracts investors to invest in companies that have legitimacy in the community. 

One company that is closely related to the environment and nature is a mining sector company[8]. 

Based on the background, this research was conducted to examine the effect of implementing green 

accounting and environmental performance on the profitability of mining companies listed on the Indonesia 

Stock Exchange (IDX) in 2019-2021. 

II. LITERATURE REVIEW 

2.1 Legitimacy Theory 

Legitimacy theory explains why corporations are legitimate when the general public's influence can impact 

the allocation of finances and other economic resources. Companies frequently utilize environmental 

performance and environmental information disclosure to support or verify their social performance [9]. 

 

2.2 Profitability 

According to [10], profitability reflects a company's ability to produce profits using all of its existing 

resource capabilities, such as sales activities, cash, capital, number of staff, number of branches, and so on. 

Calculating several relevant benchmarks can be used to estimate profitability. Financial ratios, as one of the 

examines in examining the financial state, outcomes of operations, and level of firm profitability, are one of 

the benchmarks.[11]. 

Profitability is measured by using Return on Assets (ROA) which was adopted from Nur et al. (2019). 

According to [13] profitability as measured by ROA provides the effectiveness of a company's management 

which is indicated from income that generates profits or from investment income, proxied by ROA. 

ROA =  
Earning after tax

Total Asset
 

 

2.3 Green Accounting 

Green Accounting, namely accounting seeks to link the environmental budget side with business operating 

funds. Green accounting can improve environmental performance, control costs, invest in environmentally 

friendly technologies, and promote environmentally friendly product processes. Green accounting also 

provides avenues for opportunities to minimize energy, conserve resources, reduce environmental health and 

safety risks, and promote competitive advantage [14]. 

The measurement of the green accounting variable was adopted from Putri et al. (2019). The dummy 

approach was used to measure the green accounting variable. If a company has one component of 

environmental costs, environmental component costs, product recycling costs, and environmental research 

and development costs in the annual report, it will be given a score of 1, but if it does not have an 

environmental cost component in the annual report the score will be 0. 

2.4 Environmental Performance 

Environmental performance refers to a company's ability to contribute to environmental preservation. The 

Ministry of Environment (KLH) of the Republic of Indonesia assigns ratings to environmental performance 

in the program, namely PROPER (Programme for Assessment of Performance Ratings in Environmental 

Management). PROPER is a ranking system based on each company's environmental performance, which can 

be compared and used to make corrections. 
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The company's environmental performance is monitored by its participation in the PROPER program, 

which is one of the Ministry of Environment's (KLH) attempts to promote corporate governance in 

environmental management using information instruments. Companies are ranked in five (5) colors in the 

PROPER performance rating system., namely: 

(1) Gold = 5 

(2) Green = 4 

(3) Blue = 3 

(4) Red = 2 

(5) Black = 1 
 

2.5 Green Accounting and Profitability 

In the last few decades, global and national ecological crises caused by environmental damage due to 

greedy and worrisome exploitation of natural resources and the environment are worrying. In this case, each 

company will be responsible and will have an impact on increasing costs. The cost sacrifice to implement the 

CSR/CSR program is an environmental investment and a social investment, and is reported in the statement 

of financial position in the asset group, the impact is that the image, reputation and good name of the company 

will increase. All of these positive impacts will ultimately have an impact on increasing market share, sales, 

production cost efficiency, operations, profits, owner's equity value, and the value of company assets [16]. 

Zulfahmi (2015)stated that in his research it was proven that there was an increase in earnings and stock prices 

after the application of green accounting, this is in line with the theory put forward by experts. 

H1. Green accounting has a positive effect on profitability 

2.6 Environmental Performance and Profitability 

Based on the legitimacy theory which states that there must be a match between the existence of the 

company and the existence of the existing value system in society and the environment. The annual report can 

be used to describe the entity's environmental duty in order for the community to accept it. Based on this 

statement, the research results of [18] found that environmental performance influenced financial success in 

a favourable way. The results of this study are supported by the research of [15] which shows that 

environmental performance has a significant effect on profitability. 

H2. Environmental performance has a positive effect on profitability 

 

III. RESEARCH METHOD 

This study is a quantitative study with the aim of testing the effect between variables. The type of data 

used is secondary data, namely from the annual report. The population of this research is mining companies 

that disclose their annual reports for three consecutive years, namely from 2019 to 2021. The number of 

samples in this research is 10 companies. Samples were taken using the saturated sample technique, where all 

sample data were used as research objects. The amount of data used is 30 research data. The data analysis 

method in this study is linear regression of panel data using SPSS software. The equation for the analysis of 

the panel data regression model used in this study is as follows: 

Y = a + b1X1 + b2X2 + ɛ 

Information: 

a : constant 

b : coefficient of determination 

Y  : profitability 

X1  : green accounting 

X2  : Environmental performance 

ɛ : error term 
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IV. RESULTS AND DISCUSSION 

4.1 Result 

The following is table 1 which describes the descriptive statistical analysis findings. In the table it is 

explained that the initial data sample is 30 data samples. 
Table 1 Descriptive Statistical Analysis Results 

 N Range Minimum Maximum Sum Mean Std. 

Deviation 

X1 30 1 0 1 28 .93 .254 

X2 30 5 0 5 89 2.97 2.205 

Y 30 .709 -.046 .663 2.297 .07657 .132706 

Valid N 

(listwise) 
30 

      

Source: processed data (2022) 

 

Normality test was performed using the Kolmogorov-Smirnov test. Based on the results of the 

normality test, the Asymp value. Sig. (2-tailed) obtained is greater than 0.05, namely 0.064. Therefore, it can 

be concluded that the data is normally distributed. 

The Tolerance value is larger than 1 and the VIF value is less than 10 based on the findings of the 

multicollinearity test. As a result, it is certain that this regression model does not exhibit indications of 

multicollinearity. 
Table 2 Multicollinearity Test Results 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. Collinearity 

Statistics 

B Std. Error Beta Tolerance VIF 

1 

(Constant) .089 .098  .907 .372   

X1 -.058 .098 -.110 -.592 .559 .997 1.003 

X2 .014 .011 .232 1.241 .225 .997 1.003 

Source: processed data (2022) 

The autocorrelation test was carried out using a run test. Asymp Value. Sig. (2-tailed) obtained is 

greater than 0.05, namely 0.193. Based on the results of the autocorrelation test, it can be concluded that there 

is no autocorrelation between variables. The following is a table of autocorrelation test results. 

The following are the results of the table of hypothesis testing results. 
Table 3 Hypothesis Test Results 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 
  

1 

(Constant) .089 .098  .907 .372 

X1 -.058 .098 -.110 -.592 .559 

X2 .014 .011 .232 1.241 .225 

Source: processed data (2022) 

Green accounting (X1) has a negative effect on Y, according to the results of hypothesis testing. This 

influence relationship has a regression coefficient of -0.110. The value of significance is larger than 0.05. This 

suggests that the link between X1 and Y is insignificant. 

Environmental performance (X2) has a favorable effect on Y, according to the results of hypothesis 

testing. This influence relationship has a regression coefficient of 0.232. The value of significance is larger 

than 0.05. This suggests that the link between X2 and Y is unimportant. 
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4.2 Discussion 

 Green Accounting and Profitability 

Based on the results of hypothesis testing, it is stated that X1 has an effect on Y. The effect given is 

negative. This means that if the company discloses more green accounting, it will make profitability decrease. 

This may be caused by too many costs related to the environment incurred by the company and these costs do 

not provide positive feedback to the company. So that these costs can reduce the company's profitability. 

Therefore, it can be concluded that H1 is rejected. 
 

 Environmental Performance and Profitability 

Based on the results of hypothesis testing, it is stated that X2 has a positive effect on Y. This suggests that 

a company's improved environmental performance will have a beneficial influence on its profitability. Based 

on the legitimacy theory which states that there must be a match between the existence of the company and 

the existence of the existing value system in society and the environment. Therefore, it can be concluded that 

H2 is accepted. 

V. CONCLUSION 

The conclusion that can be derived from the test findings is that green accounting has a negative impact 

on profitability but environmental performance has a positive impact on profitability. This means that the first 

hypothesis has been rejected, whereas the second has been accepted. 

 

VI. LIMITATIONS AND SUGGESTIONS 

This study has several limitations, namely the limited research variables, research period, and research 

sample. Therefore, it is suggested that the next researcher can take other variables to expand the research topic, 

can take a wider sample from other companies with a longer period. Given these limitations, this study cannot 

be generalized. 
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