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ABSTRACT
The purpose of the study is to provide empirical evidence
on the influences of carbon emission disclosure (CED) and

Arifiyani Novita Rahmawati', green investment (GI) on financial performance (FP), as
Sri Hartoko? well as the impact of GI on CED. The research population
consisted of companies in the mining and energy sub-
sectors listed on the Indonesia Stock Exchange for the period
2018-2019. The sample selection technique used purposive
sampling with a total sample of 162 observations from 27
companies. This study examines the effects of CED and GI
on FP before COVID-19, during COVID-19, and in the new
normal and post-COVID-19 periods. The results indicate
em.ail: arifiyaninovitar@student.uns. that before and during COVID-19, CED had a significant
ac.id’ impact on FP, while GI had no effect. However, in the new
normal and post-COVID-19 periods, neither CED nor GI
influenced FP. Additionally, GI was found to have an impact
on CED.
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INTRODUCTION

The FP of mining companies is often
influenced by global market dynamics, which can
fluctuate significantly. Additionally, the COVID-19
pandemic, that happened in Indonesia in early
2020, led to an economic downturn, particularly in
the mining and energy sectors, where sales demand
declined for commodities such as fuel, electricity,
coal, gold, and natural gas. During COVID-19,
the average financial ratios of mining and energy
companies decreased due to a significant drop in
revenue (M Paschalia Judith, 2020). PWC reported
that FP of publicly listed mining companies on the
Indonesia Stock Exchange (IDX) in the first quarter
0f 2020 showed a decline, with revenues of several
companies predicted to fall by 10% in 2020. The
decline in FP in the mining sector was attributed
to commodity price fluctuations and disruptions in
the global supply chain due to the pandemic.

The FP of mining companies from 2022 to 2024
has fluctuated significantly due to global economic
trends, inflation, and demand shifts driven by
the energy transition. In 2022, the revenue of the
world’s 40 largest mining companies remained
stable at $711 billion. However, rising operational
costs and economic uncertainty pressured profit
margins, with EBITDA (Earnings Before Interest,
Taxes, Depreciation, and Amortization) declining
from 32% to 29% (PwC, 2023). From 2023 onward,
FP has shown diverse signals. Global mining
companies’ capital expenditures (CapEx) were
projected to increase by 6.2% in 2023. However,
in 2024 and 2025, CapEx is expected to decline as
companies grapple with inflation and economic
slowdowns, leading to projected decreases of 1.8%
in 2024 and 0.7% in 2025 (mining.com). Climate
change poses a significant challenge for companies
in the mining and energy sectors, as it can directly
impact FP. Climate change is driven by increasing
concentrations of greenhouse gases, primarily
resulting from human activities and the rapid pace
of global industrialization. The exploitation of
natural resources has intensified greenhouse gas
concentrations, leading to a rise in the frequency and
severity of extreme climate events worldwide (IMF,
2017; IPCC, 2014). Globally, thechangeisrecognized
as a substantial source of physical, economic,
and social risks, influencing climate science and
policy-making, thus requiring immediate action
(Eleftheriadis & Anagnostopoulou, 2014). In recent
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years, mitigating carbon emissions has played a role
in preventing environmental disasters triggered
by rising global temperatures (Wu et al., 2023).
This urgency is reflected in the Paris Agreement,
a global commitment by nations to mitigate and
reduce carbon emissions.

Figure 1. Carbon Emission Graph of Various Industrial
Sectors in Indonesia
Source: Climate Watch, 2023

Toaddressclimatechange,companiescantackle
this problem by adopting sustainable investment
and financial practices, as well as carbon emission
disclosures, which can drive FP. Through the
Financial Services Authority (OJK), the Indonesian
government supports the implementation of the
Paris Agreement by promoting sustainable finance
initiatives (Maharani et al., 2023). In line with OJK
regulations and the Paris Agreement, Indonesia,
as a developing country, has incorporated GI as
part of its vision to achieve the Golden Indonesian
2045 wvision. GI represents corporate efforts
to minimize the negative impact of business
operations. It is also a strategy for achieving a low-
carbon, sustainable economy that provides social,
economic, and environmental benefits (Ye & Dela,
2023). Furthermore, GI can stimulate sustainable
economic growth and create new job opportunities
(Ye & Dela, 2023). The implementation of GI in
developing countries can help enhance sustainable
economic growth. This approach is also supported
by both internal and external stakeholders.
Investments in environmental sustainability and
corporate social responsibility (CSR) have been
shown to improve long-term FP (Rasoulinezhad &
Taghizadeh-Hesary, 2022).
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Several previous studies on the impacts
of CED and GI on FP have stated different
inconsistent results. CED positively affects FP,
as measured by return on asset (ROA), return on
equity (ROE), return on sales (ROS), and Tobin’s
Q (Andrian, 2020; Maji & Kalita, 2022); Busch et
al., 2022; Ganda & Milondzo, 2018), but Bedi &
Singh (2024) reported that CED has a significant
negative impact on FP. Nevertheless, Ramadhan
et al., 2023 stated carbon emission disclosure does
not affect FP (ROA). Lu et al. (2021) suggested that
in industries with high carbon intensity, CED does
not significantly enhance FP; but in industries with
low carbon intensity, CED can improve FP, with the
positive effects potentially extending into future
periods.

The research results suggested that an increase
in green investment can enhance and strengthen
long-term FP, reduce environmental violations, and
improve environmental performance (Indriastuti
& Chariri, 2021; Chariri et al., 2018; Yufeng &
Yanbai, 2021). Maharani et al. (2023) found that GI
significantly mediates the relationship of political
connections to CED. However, Akbar et al., (2021)
reported diverse findings. Their study suggested
that environmental investment positively affects
FP (ROA) and market performance (Tobin’s Q)
when financial constraints are absent. In contrast,
for companies facing financial constraints,
environmental investment negatively impacts
FP (ROA) and market performance (Tobin’s Q).
Further studies revealed that green investment
positively influences CED (Zhang et al., 2022;
Afni et al. 2018; Huang, 2023). However, Zheng
& Jin (2023) and Wan & Sheng (2022) reported
contradictory results, suggesting that GI negatively
affects CED. This research h aims to examine and
describe empirical evidence on the impacts of
CED and GI on FP, as well as the influence of GI
on CED. The study presents a comparative analysis
of CED and GI related to FP before, during, and
after COVID-19. Additionally, it evaluates the
impact of environmental performance across these
periods to determine whether companies remained
committed to environmental concerns during the
pandemic or prioritized financial stability instead.

To comply with Financial Services Authority
Regulation (POJK) No. 51/POJK.03/2017 on
the Implementation of Sustainable Finance
for Financial Institutions, Issuers, and Public
Companies (Maharani et al., 2023; OJK), Indonesia
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has mandated sustainability reports for financial
institutions and publicly listed companies since
2019 and registered companies since 2020. Because
of COVID-19, nevertheless, the implementation
has been postponed until 2021. In the second
year of implementation, 88% of the companies
had submitted their sustainability reports in 2022.
Additionally, this research analyses the impacts
of CED on GI in Indonesia’s mining and energy
sectors.

LITERATURE REVIEWS AND HYPOTHESIS
DEVELOPMENTS

Stakeholders Theory

Stakeholder theory studies the role of various
parties with vested interests in a company (Osei et
al., 2023). This theory asserts that businesses are
not only responsible for generating profits through
their operations but also for providing benefits to
both internal and external stakeholders (Chang et
al., 2024). According to this theory, environmentally
conscious companies, particularly regarding
greenhouse gas (GHG) emissions, and allocate
resources for environmental initiatives can enhance
stakeholder trust by prioritizing transparency,
accountability, and sustainability. Furthermore,
(Indriastuti & Chariri, 2021) emphasized that
stakeholders play a crucial role in ensuring strong
environmental performance. Therefore, companies
that embrace sustainable practices can attract
investors for GI, improve their reputation, and
mitigate legal risks associated with environmental
pollution.

The theory states theoretical frameworks
for understanding the relationship between green
investment, green financing, CSR, and sustainable
FP (Acquah et al., 2023). Industries that adopt green
accounting and sustainability practices are better
equipped to assess their environmental impact
and develop long-term strategies that benefit
stakeholders (Horisch et al., 2020). Companies can
achieve sustainable performance while enhancing
their competitive advantage by considering
stakeholder interests, including those related to
environmental management and sustainability
(Evans et al., 2017). In Indonesia, approximately
70% of companies have disclosed their stakeholder
engagement efforts in their sustainability
reports. Stakeholder involvement plays a role in
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guiding companies’ sustainability considerations
throughout their value chains (PwC, 2023).

Carbon Emission Disclosure on Financial
Performance

Currently, environmental pollution and the
increasing globalization of greenhouse gas (GHG)
emissions resulting from industrial activities
are gaining more attention from industries and
governments  worldwide. Companies across
various countries are making efforts to address
environmental issues by disclosing carbon emissions
generated from their business activities (Ramadhan
et al., 2023). CED also helps bridge the information
gap between management and investors, enabling
more efficient resource utilization (Ramadhan et
al., 2023). According to Dam & Scholtens (2015)
and Trinks et al. (2020), as carbon emission costs
become more expensive, companies with low-
carbon production technologies gain a competitive
advantage over those with higher carbon-intensive
technologies.

A high level of carbon efficiency can influence
profitability, reflecting the extent to which
resources are used efficiently (Trinks et al., 2020a).
In stakeholder theory, investors support CED as
they think about environmental factors and good
corporate governance in their decision-making.
CED can enhance FP and increase firm value (Luo
& Tang, 2016). Research conducted by Andrian,
(2020) and Siddique et al. (2021a) suggested that
CED affects FP. Ganda & Milondzo, 2018 revealed
that Scopes 1,2, and 3 CED have different effects
on FP, as measured by ROE, ROI (Return on
Investment), and ROS. Therefore, the hypothesis
testing is formulated:

H1: Carbon Emission Disclosure Affects Financial
Performance.

Green Investment on Financial Performance

Currently, environmental sustainability is
a major concern for governments and industries
worldwide. One way to support environmental
sustainability is investing in or allocating funds for
sustainable and eco-friendly projects. Although
Gl may lead to increased expenditures for
environmental pollution control, when aligned
with proper regulations, it can also serve as a
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catalyst for green economic growth (He et al.,
2019). GI represents a company’s environmental
responsibility toward internal and external
stakeholders (Indriastuti & Chariri, 2021). In line
with stakeholder theory, companies that allocate
funds for eco-friendly projects demonstrate their
commitment to environmental preservation.
For investors, GI can also enhance competitive
advantage (Chen & Ma, 2021). Specifically, the
mining and energy subsectors can leverage GI
to gain a competitive edge and attract investors
by utilizing renewable energy and improving
energy efficiency to reduce carbon emissions. The
results of the study suggested that GI influences
FP, proving that its implementation can lead to
financial improvements (Indriastuti & Chariri,
2021; Siedschlag & Yan, 2023; Chen & Ma, 2021).
Based on the explanation, the hypothesis testing is
formulated:

H2: Green
Performance

Investment Affects Financial

Green Investment on Carbon Emission Disclosure

GI refers to corporate investments aimed at
supporting environmental sustainability, reducing
carbon emissions, and improving resource
efficiency. According to stakeholder theory,
stakeholders influence strategic decision-making
regarding social and environmental responsibility.
Referring to the theory, managers make strategic
decisions and allocate resources in alignment with
the demands of stakeholder groups (Maharani et
al., 2023). Funding GI that sources from companies,
private entities, international organizations, banks,
and governments, can often be green bonds.
Companies that allocate capital toward GI are
expected to contribute to energy consumption
control, carbon emission reduction (Zheng & Jin,
2023), and the development of renewable energy to
sustain the planet and environmental sustainability.
Research by Zheng & Jin (2023) stated that increased
GI influences carbon emission disclosure while
Mabharani et al. (2023) suggested that GI positively
impacts CED, with political connections serving as
a mediating variable. Based on the explanation, the
hypothesis testing is formulated:

H3: Green Investment Influences Carbon Emission
Disclosure.
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RESEARCH METHODS

Data and Research Subjects

The study focuses on mining and energy
companies due to their direct involvement with
natural resources and their impact on environmental
pollution and sustainability policies. The data used
annual and sustainability reports. The population
included mining and energy subsectors listed on
IDX from 2018 to 2023. The sampling employed a
purposive technique, resulting in a total sample of
162 observations from 27 companies. The criteria
of sample selection are based on these two items:
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1. Mining and energy companies listed on the
IDX from 2018 to 2023.

2. Mining and energy companies listed on the
IDX from 2018 to 2023 that participate in the
PROPER program.

Multiple Linear Regression Equation

Model 1
FP = a+B1CED,+ B2GI, +e,

Model 2
CED,=B1GI, te,

Measurement Variables
Table 1. Measurement Variables
Variables Measurement

Dependent Variables

FP (Rahmawati et
ROE= ":_;:::':" al., 2024; Chen

& Ma, 2021)

Independent Variables

CED Using dummy variables with Index disclosure. (Bae Choi
Dummy variables: etal., 2013),
Disclosed: 1 (Maharani et
Not disclosed: 0 al., 2023)

GI This study employs the score from the Company Performance Rating Program (Indriastuti &

(PROPER) issued by the Ministry of Environment and Forestry (KLHK).

Chariri, 2021)

PROPER serves as an indicator to assess a company’s commitment and

seriousness in preserving environmental sustainability and complying with

applicable environmental regulations. Criteria Proper:

Gold:5
Green:4
Blue:3
Red:2
Black:1
RESULTS AND DISCUSSION
Hypothesis Testing
Table 2. Hypothesis Testing for the 2018-2023 Period
Variables Coefficients Std. Eror t-statistic Probability
Constant 1.519 0.715 2.124 0.0351
CED (X1) 2.540 0.591 4.295 0.000
GI (X2) -0.442 0.202 -2.187 0.030
Adj. R-Square 0.096
Prob F (statistic) 0.000
Observation 162

Source: Processed by the Researcher, 2024
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Based on the hypothesis testing results in Table 2,
it is found as follows.

Table 2 shows that CED and GI affect the
FP of mining and energy companies for the 2018—
2023 period. The determination test (R?) produced
a value of 0.096. It indicates that the variations in
independent variables state only 9.6% of the FP
while the remaining 90.4% are affected by other
variables, not covered in the model. For the
Goodness of Fit (F-test), the results show a
significant value of 0.000, below 0.05. It indicate
the independent variables simultaneously affect the
dependent variable. In other words, any changes in
CED and GI together have an impact on FP.

Carbon Emission Disclosure (CED) has a positive
impact (0.000) on the Financial Performance of
the mining and energy sector during the 2018-
2023 period.

Based on the hypothesis testing, the
probability value of CED (0.000) is lower than o
(0.05), indicating that CED has a positive impact
on FP. It states that CED can influence a company’s
FP, as reflected in investor and market responses.
This finding aligns with stakeholder theory, stating
that improving a company’s value through FP can
be achieved by considering environmental factors.
Currently, stakeholders are highly concerned with
how companies take their social and environmental
responsibilities. Moreover, companies with high
profits and large-scale operations tend to find it
easier to report carbon emissions.

Research shows that the higher a company’s
compliance with applicable regulations, the more
likely it is to disclose carbon emissions (Rohmah
& Nazir, 2022). Trinks et al (2020) found that
companies with high carbon efficiency can
perform better in short-term operations and gain
a competitive advantage in capital markets by
systematically reducing environmental risks. The
result of the study revealed that Scope 3 emissions
(indirect emissions) significantly impact FP,
as measured by ROE (Emmanuel et al., 2023).
However, it is recommended that management,
investors, and relevant stakeholders focus on the
emissions of both Scope 1, 2, and 3. Companies with
high ROE generate more revenues, and their free
cash flow can be used for driving further growth,
maintain financial stability, and provide returns to
shareholders (Ahsan, 2012).

JURNAL Riset Akuntansi dan Keuangan Indonesia |

Green Investment (GI) Positively Affects the
Financial Performance of the Mining and Energy
Sector for the 2018-2023 Period (0.030)

Based on the hypothesis testing, the probability
value of GI (0.030) is smaller than a (0.05), indicating
that GI positively affects FP. Implementing GI
serves as a long-term strategy to enhance FP. While
GI can influence a company’s financial outcomes, its
impact often requires a considerable amount of time
to materialize. This is because it depends on factors
such as available capital, stakeholder response, and
the actual effectiveness of environmental initiatives
in reducing pollution. GI is considered a long-
term strategy because it involves environmentally
friendly projects that naturally require a significant
amount of time to take positive FP impacts. The
effect of GI on improving FP is more significant
as the investment period extends (Chen & Ma,
2021). Similarly, the study result by Akbar et al.
(2021) found that companies without stable FP can
significantly enhance their market performance
and accounting-based FP (ROA) through
increased environmental protection investments.
Furthermore, Diantini et al. (2023) suggested that
companies with high ROE generally have better
environmental performance.

GI plays a role in protecting our planet by
reducing carbon emissions and preserving natural
resources through environmentally friendly
projects. GI is not only about establishing a
corporate system that prioritizes sustainability
performance, but it also offers a profitable
solution by providing higher returns compared
to companies that do not prioritize sustainability.
Referring to stakeholder theory, companies must
think about the interests of stakeholders, which
can be achieved through GI. This approach not
only addresses environmental concerns but also
takes into account investors’ expectations for
higher returns in the future. Thus, companies that
successfully integrate environmental sustainability
factors can create corporate value, which ultimately
impacts FP. Indriastuti & Chariri (2021) stated
that green investment and CSR investments in
Indonesia’s manufacturing sector can provide a
positive perspective to the public, management,
and investors as well. In environmental initiatives
such as the use of renewable energy and transparent
annual reporting, companies can contribute to
carbon emission reduction during the production
process.
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Table 3. Hypothesis Testing Before, During,
and After COVID-19

Years
Variables
2018-2019  2020-2021 2022-2023
CED 0.010 0.014 0.276
Gl 0.113 0.063 0.466
Observation 54 54 54

Source: Processed by the Researcher, 2024

Based on the comparison results in the Table
above, before COVID-19 (2018-2019), during
COVID-19 (2020-2021), and in the New Normal
period after COVID-19 (2022-2023), there were
differences in the effects of Carbon Emission
Disclosure (CED) and Green Investment (GI) on
Financial Performance.

Table 3 shows that during the pre-COVID-19
in the 2018-2019 period, CED had a value of 0.010,
indicating a significant effect on FP, but GI had a
value of 0.113, showing no effect on FP. During
the COVID-19 of 2020-2021, CED had a value of
0.014, indicating a significant effect on FP, whereas
GI had a value of 0.063, indicating no effect on FP.
In the New Normal and post-COVID-19 of 2022—
2023, CED had a value of 0.276, indicating no effect
on FP, and GI had a value of 0.466, also indicating
no effect on FP.

The Effect of Carbon Emission Disclosure and
Green Investment on Financial Performance
Before COVID-19 (2018-2019)

The results of Table 3 indicate that CED has
a significant positive effect on the FP of mining
and energy. This finding suggests that annual
carbon emissions or sustainability reports get a
favorable response from the market. According to
stakeholder theory, investors and consumers tend
to prefer companies that make a high commitment
to environmental sustainability. Given that mining
and energy companies are directly involved in
the extraction of natural resources, they are also
expected to take responsibility for environmental
management and conservation. This responsibility
extends beyond financial profitability to include
sustainable business practices that align with
environmental and social expectations.

CED can also provide a competitive advantage
in the future. However, Siddiqueetal. (2021) revealed
that CED negatively impacts both short-term and
long-term FP. Similarly, Ganda & Milondzo (2018)
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stated that the CED of Scope 1 has a significant
negative effect on FP (ROE), while that of Scope
2 has no impact on FP (ROE). The lack of impact
from Scope 2 on FFP may be attributed to several
factors. One key reason is that most stakeholders,
particularly investors, are not as interested in
indirect emissions (Ganda & Milondzo, 2018).
This could be due to the limited control companies
have over Scope 2, as the responsibility primarily
lies with external parties. Additionally, companies
investing in renewable energy may not experience
an immediate or direct impact on their FP.

GI does not affect the FP of mining and energy
companies. Out of the companies in the sector, only
27 reported their PROPER rating certificates from
the KLHK. This indicates that many companies are
not yet prepared to allocate funds for environmental
investment. Eyraud et al. (2013) stated that GI is
driven by economic growth, a well-functioning
financial system with low interest rates, and high
fuel prices. The successful implementation of
GI also needs government support, particularly
in financial policy developments such as green
finance, to encourage companies to participate in
sustainable investments. Green finance takes a role
in supporting green investment, serving as a driving
force for environmental sustainability initiatives.
Financial support, particularly for eco-friendly
projects, can significantly ease the implementation
process for companies. Moreover, firms with
strong financial health and high profitability are
better positioned to take on their environmental
responsibilities. However, the study results are
different from those of Indriastuti & Chariri, (2021),
which revealed that GI positively impacts FP. Their
research focused on manufacturing companies and
was conducted before COVID-19 during the 2016~
2019 period.

The Impact of Carbon Emission Disclosure and
Green Investment on Financial Performance
During the COVID-19 Period (2020-2021)

The hypothesis testing results in Table 4
report that CED had a significant positive impact
on the FP of mining and energy companies during
the COVID-19 period. The broader the CED
during this period, the greater the improvement
in FP. Companies believed that prioritizing
environmental aspects, such as greenhouse gas
(GHG) emissions, during the COVID-19 crisis
would not negatively impact their financial stability.
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Instead, they recognized that disclosing carbon
emissions during the pandemic could enhance
their legitimacy and corporate image among the
stakeholders. This finding suggests that companies
successfully attracted investor and stakeholder
attention by demonstrating a strong commitment to
environmental responsibility, even amidst financial
uncertainty. Stakeholders believed that companies
that truly care about the environment have the
potential to generate competitive advantages in the
future.

These research findings align with the study
by Le & Nguyen-Phung (2024), which revealed
that greenhouse gas (GHG) emissions have a
significant negative impact on FP, as measured by
ROA and ROE. Their further study analysed how
reducing GHG intensity could increase firm value
in Africa following the Paris Agreement. The Paris
Agreement represents a global commitment by
companies across various nations to emphasize
environmental sustainability and contribute to
SDGs achievement. Similarly, Secinaro et al. (2020)
revealed that the European companies that comply
with GHG reduction policies agreed with the
Paris Agreement achieve higher FP growth. These
findings suggest that GHG disclosure can influence
FP. Companies that report total emissions, total
energy consumption, and social and environmental
management practices employ a proactive approach
to transparency and accountability, that ultimately
agrees with SDGs.

GI did not have a significant impact during
the COVID-19 period due to financial constraints
and the economic crisis caused by the pandemic.
Developing or implementing environmentally
friendly projects requires substantial funding as
well as support from both the government and
investors. The size of a company also plays a role
in deciding whether it can invest in sustainable
initiatives. Larger companies with higher revenues
are generally in a better position to finance
environmental projects. During the pandemic,
economic instability led investors and companies
to prioritize operational expenses over green
investments. Similarly, governments allocated
funds primarily to public health initiatives and
short-term economic recovery efforts, rather than
supporting long-term environmental investments.

According to Akbar et al. (2021), companies
experiencing a financial crisis that engage in
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environmental investments tend to suffer a
decline in market performance. This indicates that
companies facing financial difficulties are less likely
to receive a positive response from the market and
investors if they focus solely on GI. In reality, many
companies implement sustainability initiatives
to primarily keep their image and legitimacy in
the stakeholders, rather than as a core business
strategy. Tanjung (2023) revealed that after the
COVID-19 period, ESG-focused companies did
not gain significant benefits during the financial
crisis of 2020-2021. The study also stated that in
the early stages, the adoption of sustainable finance
in the SRI-KEHATI and IDX30 sectors has taken
more time to establish a supportive financial and
regulatory environment.

New normal period or after COVID-19 (2022-
2023)

The intensity of carbon emission disclosure
by companies did not significantly impact the
FP of mining and energy companies during the
new normal and post-COVID-19 periods (2022—
2023). After the COVID-19 pandemic, companies
prioritized maximizing shareholder returns
over CED. Additionally, CED requires support
and accountability from both management and
director board. However, corporate management
and board committees have demonstrated limited
responsibility toward environmental issues. As a
result, stakeholders have not responded positively
to corporate environmental performance (Daromes
et al., 2020).

The mining and energy industries can make
the largest contributors to carbon emissions. While
carbon emission disclosure can help improve FP in
the short term, the increase in FP remains relatively
low (Lu et al., 2021). This also suggests that even
though companies disclose their carbon emissions,
the overall FP is not directly impacted (Ramadhan et
al., 2023). Moreover, while CED has increased, they
do not always correlate with a significant reduction
in emissions. Therefore, companies need strategic
policies to effectively reduce carbon emissions each
year, particularly through green technology and
innovation.

GI did not significantly affect the FP of mining
and energy companies during the new normal
and post-COVID-19 period (2022-2023). This
may be because companies focused on restoring
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their financial stability after the pandemic. A
study by Chen & Ma (2021), which used ROE as
a metric, suggests that this phenomenon is driven
by the prioritization of shareholder wealth and
profit maximization. Shareholders often push
companies to focus on short-term FP, particularly
net profit growth, which can result in green
investments having little to no immediate impact
on FP. Additionally, evaluating the impact of
green investments takes time, as their long-term
benefits may not be immediately visible. However,
GI remains a crucial factor for future financial and
environmental sustainability.

Green Investment Affects Carbon Emission
Disclosure

Table 4. Hypothesis Testing GI on CED Disclosure

Variables Coefficients t-statistic  Prob
Eror
Constant -0.149 0.111 -1.342 0.181
GI 0.090 0.030 2.984 0.003
Adj. R-Square 0.046
(st 0003
Observation 162

Source: Processed by the Researcher, 2024

Table 4 shows that GI with a value of
0.003 makes a significant impact on CED. The
determination test (R?) produced an Adjusted
R Square value of 0.046. It means variations in
the independent variables state only 4.6% of the
CED whereas the remaining 95.4% are affected
by other variables, not covered in the model. For
the Goodness of Fit (F-test), the result shows a
significant value of 0.003, which is below 0.05.

The results of the test indicate that GI has
a positive effect on CED. The implementation
of GI can help reduce greenhouse gas (GHG)
emissions. Environmentally friendly projects, such
as renewable energy initiatives that utilize solar
panels, contribute to reducing GHG emissions to
be the main cause of global warming. Although
CED in Indonesia has been voluntary, an increasing
commitment to environmental sustainability
has led many companies to transparently report
their carbon emissions in sustainability reports.
Furthermore, the OJK Regulation No. 51 of 2017
on the Implementation of Sustainable Finance for
Financial Services Institutions, Emiten, and Public
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Companies encourages publicly listed companies
to publish sustainability reports, covering aspects
of social and environmental responsibility. This
regulation is expected to enhance corporate
transparency and accountability in addressing
environmental concerns while fostering a more
sustainable business environment.

According to stakeholder theory, companies
disclose information by considering factors such
as alignment with stakeholder interests and
environmental threats (Maharani et al., 2023). GI
refers to investments aimed at addressing climate
change by reducing GHG emissions without
significantly compromising production and
consumption (Afni et al., 2018). GI can take various
forms, including eco-friendly product innovations
and green financing, both of which are intended
to reduce carbon emissions. This is consistent
with Maharani et al. (2023), who suggest that
environmentally friendly investments encourage
companies to optimize green technologies without
causing carbon emissions while adding value
through the reduce, reuse, recycle, and recovery (4R)

concepts. Therefore, it is crucial to have directors
and executives who are committed to environmental
sustainability to enhance the quality of CED.

CONCLUSION

The objective of the study is to analyse the
impact of CED and GI on the FP of companies,
specifically in the mining and energy subsectors
listed on the IDX from 2018 to 2023. The results
revealed that CED positively influences FP. This
suggests that transparency in emission management
can enhance investor and stakeholder trust,
ultimately leading to long-term financial growth.
However, CED does not significantly impact
companies facing financial constraints.

GI has a significant positive impact on
FP. Companies that commit to investing in
environmentally friendly projects tend to
experience financial growth. However, the GI may
take a long time to increase an FP. Furthermore, FP
acts as a mediator that strengthens the relationship
of CED to FP. This indicates that companies
investing in environmental sustainability not only
mitigate negative environmental impacts but also
enhance FP over time.
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LIMITATION

This study is limited to these items. First,
it only employs two independent variables for
examining the impact of corporate sustainability
and environmental responsibility on FP. Second,
the availability of data is limited, particularly for
companies participating in and disclosing their
involvement in the PROPER program, resulting in

JURNAL Riset Akuntansi dan Keuangan Indonesia |

a small sample size. Additionally, this study solely
focuses on the mining and energy subsector, which
may not fully represent the broader economic
landscape. Future research is encouraged to expand
the scope by including companies from other
developing countries and incorporating additional
variables that could enhance FP, environmental
sustainability, and green finance initiatives.

Arifiyani Novita Rahmawati, Sri Hartoko
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