
“The role of environmental performance in mediating the relationship between
green accounting and corporate social responsibility”

AUTHORS

Dwi Ratmono

Rasid Mail

Nur Cahyonowati

Dyah N. A. Janie

ARTICLE INFO

Dwi Ratmono, Rasid Mail, Nur Cahyonowati and Dyah N. A. Janie (2024). The

role of environmental performance in mediating the relationship between green

accounting and corporate social responsibility. Environmental Economics, 15(1),

46-55. doi:10.21511/ee.15(1).2024.04

DOI http://dx.doi.org/10.21511/ee.15(1).2024.04

RELEASED ON Monday, 11 March 2024

RECEIVED ON Sunday, 14 January 2024

ACCEPTED ON Monday, 26 February 2024

LICENSE

 

This work is licensed under a Creative Commons Attribution 4.0 International

License

JOURNAL "Environmental Economics"

ISSN PRINT 1998-6041

ISSN ONLINE 1998-605X

PUBLISHER LLC “Consulting Publishing Company “Business Perspectives”

FOUNDER LLC “Consulting Publishing Company “Business Perspectives”

NUMBER OF REFERENCES

46

NUMBER OF FIGURES

1

NUMBER OF TABLES

5

© The author(s) 2024. This publication is an open access article.

businessperspectives.org



46

Environmental Economics, Volume 15, Issue 1, 2024

http://dx.doi.org/10.21511/ee.15(1).2024.04

Abstract

The problems of pollution, global warming, and environmental damage are currently 
relevant and vital challenges for corporations, governments, and society. The imple-
mentation of green accounting is one of the responses of corporations to overcome 
sustainability issues. This study aims to examine the impact of green accounting on the 
level of environmental performance and the impact of environmental performance 
on corporate social responsibility (CSR) disclosure. This study also tests the role of 
environmental performance as a mediating variable in the relationship between green 
accounting and CSR disclosure. The sample consists of 95 listed Indonesian firms dur-
ing the period 2017–2021. The results show that the adoption of green accounting 
positively affects environmental performance (coefficient is 0.291 and p-value < 0.01). 
Meanwhile, environmental performance positively affects CSR disclosure with a coef-
ficient of 0.296 and a p-value < 0.01. The empirical evidence also shows that environ-
mental performance has a critical role as a mediating variable in the effect of green 
accounting on CSR disclosure. 
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INTRODUCTION 

Currently, the world is facing pollution, global warming, environmen-
tal damage, and mismanagement of natural resources; this has giv-
en rise to sustainability issues. The exploitation of natural resources 
and the environment is increasingly worrying as it is causing various 
kinds of environmental damage and disasters that threaten the lives 
of every living creature. Company management worldwide is expect-
ed to support sustainable development goals to overcome these envi-
ronmental problems. Companies must adopt business strategies that 
can meet their needs while preserving the resources future genera-
tions may need. The responsibility of company management to man-
age sustainability issues has encouraged the development of green or 
environmental accounting.

When the industrial revolution, especially manufacturing, had a nega-
tive impact on the environment, the role of green accounting in re-
ducing climate change became very important. Therefore, the role 
of green accounting in reducing climate change became critical. Its 
implementation is expected to result in better environmental manage-
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ment. Even though extensive literature and empirical studies support green accounting, the preparation 
of accounting standards is still in progress. Thus, policymakers, shareholders, non-governmental orga-
nizations, and other stakeholders still debate the benefits of adopting green accounting.

Many companies have implemented green accounting; however, it is necessary to estimate its effective-
ness. Studies that analyze the role of green accounting in supporting sustainable development are still 
limited. In addition, there need to be more studies focusing on Indonesia, a developing country, as pri-
or research has generally analyzed green accounting practices in developed countries. Environmental 
damage significantly affects developing countries due to the large use of non-renewable energy. Finally, 
there is a need to analyze the mechanism or process of the positive effects of green accounting on envi-
ronmental performance and disclosure. Such an analysis can contribute to filling the research gap. 

1. LITERATURE REVIEW  

AND HYPOTHESES 

This study uses the legitimacy theory and signal-
ing theory to develop the research model. The le-
gitimacy theory is generally used to support re-
search on accounting concerning environmental 
and social issues. According to Brown and Deegan 
(1998), the legitimacy theory explains that a com-
pany or organization strives to ensure that opera-
tions are in accordance with ethics, rules, and cul-
ture found in society.

Based on the legitimacy theory, companies dis-
close their environmental management to fulfill 
the social contract (Deegan, 2022; Burlea & Popa, 
2013). Through the legitimacy theory, a compa-
ny’s involvement in green accounting can be as-
sociated with better reporting of revenue figures. 
This can influence public perceptions so they are 
favorable toward the company’s image (Caldera et 
al., 2018; Phan et al., 2020; Khan & Gupta, 2023a; 
Adegbie et al., 2020).

Green accounting is a field that measures and 
presents environmental management costs. 
Information about environmental costs is used 
for managerial decision-making and disclosure 
to stakeholders. The adoption of green account-
ing aims to identify, measure, and disclosure en-
vironmental costs and liabilities (Khan & Gupta, 
2023a; Adegbie et al., 2020; Bebbington et al., 
2021; Chavez & Romi, 2021; Cho et al., 2022; 
Gunarathne et al., 2021; Thomson, 2021). Green 
accounting is a company tool that provides an 
understanding of environmental management 
activities from an economic perspective (Maama 
& Appiah, 2019). The information produced by 

the green accounting system relates to environ-
mental management, ranging from information 
regarding production activities, analysis activi-
ties, and the use of renewable energy (Latan et al., 
2018; Rounaghi, 2019). This information aims to 
establish a good relationship between financial 
performance and the environment because the 
company uses this information to support its 
activities and reduce costs and risks expected 
to add value (Maama & Gani, 2022). Green ac-
counting as a management tool can reduce and 
even eliminate many costs; this can happen 
through the right decisions and by investing in 
environmentally friendly technology, for exam-
ple, in collecting digital data, thereby reducing 
the use of paper. Costs that affect the environ-
ment need to be identified precisely according to 
the company’s actual environmental conditions 
so that the information presented is correct be-
cause this information can influence company 
decision-making. These include environmental 
costs related to the discovery, detection, repair, 
and prevention of environmental degradation 
(Khan & Gupta, 2023a).

Conventional accounting has limitations in re-
sponding to sustainability issues, specifical-
ly because it does not fully consider expendi-
tures on pollution prevention (Rounaghi, 2019). 
Meanwhile, green accounting has the advantage 
of supporting sustainability by recognizing and 
measuring expenditures on pollution prevention 
and the environmental impact of company ac-
tivities (Tu & Huang, 2015). Companies are cur-
rently implementing green accounting that com-
plements conventional accounting to promote 
triple bottom line reporting (Cho et al., 2020; 
Khan & Gupta, 2023b; Nyahuna & Swanepoel, 
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2022). The adoption of green accounting is ex-
pected to improve a company’s reputation with 
its stakeholders (Solovida & Latan, 2017; Nazari 
et al., 2017; Khan & Gupta, 2023a; Deb et al., 
2023). Agyemang et al. (2024) provide empirical 
evidence that green accounting disclosure and 
environmental performance have a positive and 
significant relationship. In this case, green ac-
counting disclosure provides information relat-
ed to environmental economics in a disciplined 
manner so that it can produce a high score for en-
vironmental performance. Wahyuni et al. (2019) 
discovered that green accounting positively af-
fects environmental performance.

Implementing environmental accounting for 
companies in developing countries is required 
because of increasing carbon emissions. This in-
crease has contributed to global warming (IPCC, 
2023; Atashov et al., 2023). Indonesia has com-
mitted to overcome climate change by ratify-
ing the Paris Agreement with Law No.16 of 2017. 
Through this commitment, Indonesia and other 
countries are jointly committed to keeping the 
rise in global temperatures to below 2°C and 
making efforts to limit global temperatures from 
rising a further 1.5° above pre-industrial levels. 
These regulations indicate that it is critical to mit-
igate carbon emissions to achieve zero emissions.

Although carbon measurement and disclosure 
are not mandatory and generally unregulated, 
many organizations disclose information about 
their initiatives and actions voluntarily and adopt 
green accounting (Borghei, 2021). Accounting 
for measuring and disclosing carbon emissions 
in Indonesia is still voluntary because there is 
no obligation for companies; nevertheless, with 
pressure from society to be more responsive to 
climate change issues, companies are now start-
ing to implement it. However, the implementa-
tion of green accounting – including recording 
carbon emissions – also has negative implica-
tions for companies, including increasing their 
operating costs (Nursulistyo et al., 2022). 

The signal theory explains that the information 
conveyed, including information related to en-
vironmental impact management, could be an 
indicator and signal regarding the actual situa-
tion and company prospects (Mavlanova et al., 

2012). When a competent authority assesses en-
vironmental management performance, it will 
encourage different levels of corporate social 
responsibility (CSR) disclosure. The literature 
shows empirical evidence of a positive relation-
ship between environmental performance and 
CSR disclosure (Guthrie & Parker, 1990; Ching 
et al., 2014; Khan & Gupta, 2023a).

Burhany (2011), Al-Tuwaijri et al. (2004), Kraus 
et al. (2020), and Jati et al. (2023) showed a posi-
tive relationship between CSR disclosure and en-
vironmental performance. Investors favor good 
news that contains information about reducing 
environmental risks and costs resulting from en-
vironmental performance. Empirical evidence 
supports the signal theory, which posits that an 
activity and information about an entity can be 
an indicator or signal regarding the state, qual-
ity, or prospects of that entity (Mavlanova et al., 
2012; Qiu et al., 2016). According to the legitima-
cy theory, companies will try to provide informa-
tion about environmental performance to convey 
positive signals to investors that those companies 
are behaving as good entities and doing their best 
in matters related to environmental conservation 
(Jaggi et al., 2018). Managers try to project a posi-
tive image in order to be perceived well by share-
holders and stakeholders to ensure optimal com-
pany performance. Disclosure about an entity’s 
environmental awareness activities, such as in 
sustainability reporting, is one means of gaining 
legitimacy (Ananzeh et al., 2023; Deb et al., 2023). 
The company will try to convey information re-
garding its activities related to environmental is-
sues to provide a positive signal to gain a good 
reputation (Altarawneh, 2023).

This study aims to analyze the relationship among 
green accounting, environmental performance, 
and CSR disclosure. The hypotheses in this study 
are as follows:

H1: Adoption of green accounting has a positive 
effect on environmental performance.

H2: Environmental performance has a positive ef-
fect on CSR disclosure.

H3: Environmental performance mediates the ef-
fect of green accounting on CSR disclosure.
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2. METHOD

The population comprises mining, energy, 
and manufacturing companies listed on the 
Indonesia Stock Exchange (IDX) and par-
ticipating in the environmental performance 
assessment program from the Ministry of 
Environment during the 2017–2021 period. The 
purposive sampling method was used with the 
following criteria:

1. Mining, energy, and manufacturing compa-
nies listed on IDX for the 2017–2021 period;

2. The company publishes annual reports and 
sustainability reports for the 2017–2021 peri-
od that can be accessed directly via the com-
pany website; and 

3. It participated in the PROPER program dur-
ing the 2017–2021 period.

Companies from the mining, energy, and manu-
facturing industries were chosen for this sample 
because their production activities have a direct 
impact on the environment. Based on the deter-
mined criteria, 95 firm-years were used in this 
study’s data analysis.

The independent variable is the adoption of 
green accounting by the companies in the sam-
ple, which is measured using three indicators: 
the use of recycled materials, environmental 
cost allocation, and renewable energy. The me-
diating variable is environmental performance 
measured using the company’s achievements in 
the program as assessed by the Ministry of the 
Environment. The dependent variable is CSR 
disclosure measured using the GRI index. This 
study uses PLS-SEM with WarpPLS 8.0 soft-
ware for hypotheses testing.

3. RESULTS AND DISCUSSION

Table 1 presents descriptive statistics. The adoption 
of green accounting is measured by three indicators 
or proxies: use of recycled materials, environmen-
tal costs, and renewable energy. The average use of 
recycled materials is 894,736.81, with significant 
variations among the sample companies as indi-
cated by the minimum, maximum, and standard 
deviation values. Likewise, the environmental costs 
and renewable energy indicators also show quite 
large variations in their data. Environmental per-
formance shows an average of 3.14 with a standard 
deviation of 0.56. This descriptive statistic shows 
the environmental performance of the sample com-
panies on good criteria because this variable is mea-
sured on a scale of 1-5 as used in the PROPER as-
sessment (1 = very bad, 5 = very good). The average 
CSR disclosure in Table 1 is 41.11%, which shows 
that disclosure is still low based on GRI criteria.

This study uses the PLS-SEM method for hypothe-
ses testing because there is a latent variable, name-
ly the adoption of green accounting. The PLS-SEM 
was conducted in two steps: measurement/outer 
and structural/inner models (Hair et al., 2022). 
The measurement/outer model testing was utilized 
to examine the green accounting variable. The for-
mative variable/construct is relevant if the indica-
tor coefficient is significant and there is no mul-
ticollinearity (Hair et al., 2022; Kock, 2021). The 
green accounting variable in this study uses three 
formative measurement indicators: the use of re-
cycled materials, environmental costs, and renew-
able energy. Table 2 shows that the measurement 
model of the green accounting variable is support-
ed, with a significant coefficient or weight value for 
these three indicators; in addition, there is no mul-
ticollinearity. Likewise, the environmental perfor-
mance and CSR variable indicators also meet the 
criteria for a formative measurement model.

Table 1. Descriptive statistics 

Variables Minimum Maximum Mean Standard Deviation
RM 0.20 26,475,597.00 894,736.81 3,460,403.44

EC 7,293,000.00 392,360,760,000.00 31,468,617,287.00 64,765,372,573.00

RE 0.00 20,281,474.00 433,061.69 2,530,584.83

EP 2.40 5.00 3.41 0.56

CSR 10.39% 79.22% 41.11% 17.19%

Note: RM = Use of Recycled Materials; EC = Environmental Costs; RE = Renewable Energy; EP = Environmental Performance; 
CSR = CSR Disclosure.
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After the measurement model testing stage is com-
plete, the next stage is testing the structural model. 
The inner or structural model was examined by 
several model fit indices. Table 3 shows that the 
inner model has a good fit.

Once the goodness of fit evaluation has met the 
criteria, hypotheses testing is carried out using 
PLS-SEM to evaluate the path coefficient and its 
significance. Figure 1 presents the results of the 
structural model.

The PLS-SEM test results in Figure 1 show that 
the adoption of green accounting has a significant 
positive effect on environmental performance (β 
= 0.291, p-value < 0.01). Thus, environmental per-
formance significantly and positively affects CSR 
disclosure (β = 0.296, p-value < 0.01). Meanwhile, 
the direct effect of green accounting adoption on 
CSR disclosure is not significant, with a p-value of 
0.17. These results indicate that the environmental 
performance variable has a mediating role in the 
relationship between green accounting adoption 

Table 2. Measurement model evaluation

Indicators Parameter Result Rule of thumb Conclusion

RM
Significant weight P-values < 0.001 P-values < 0.01 (level = 1%) Accepted

VIF 1.065 VIF < 5 Accepted

EC
Significant weight P-values < 0.001 P-values < 0.01 (level = 1%) Accepted

VIF 1.175 VIF < 5 Accepted

RE
Significant weight P-values < 0.001 P-values < 0.01 (level = 1%) Accepted

VIF 1.212 VIF < 5 Accepted

EP
Significant weight P-values < 0.001 P-values < 0.01 (level = 1%) Accepted

VIF 0.000 VIF < 5 Accepted

CSR
Significant weight P-values < 0.001 P-values < 0.01 (level = 1%) Accepted

VIF 0.000 VIF < 5 Accepted

Note: RM = Use of Recycled Materials; EC = Environmental Costs; RE = Renewable Energy; EP = Environmental Performance; 
CSR = CSR Disclosure.

Table 3. Model fit indices

Criteria Result P-Values Rule of thumb
Average Path Coefficient (APC) 0.228 0.005 P < 0.05
Average R-Square (ARS) 0.099 0.041 P < 0.05
Average Block VIF (AVIF) 1.098 – ≤ 3.3
Average Full Collinearity VIF (AFVIF) 1.040 – ≤ 3.3 
Tenenhaus GoF (GoF) 0.288 – ≥ 0.25
Sympson’s paradox ratio 1.000 – ≥ 0.70
R-squared contribution ratio 1.000 – ≥ 0.90
Statistical suppression ratio 1.000 – ≥ 0.90
Nonlinear bivariate causality direction ratio 0.833 – ≥ 0.70

Figure 1. PLS-SEM analysis

Environmental 

performance

Green accounting CSR disclosure

β = 0.291
p < .01

β = 0.296
p < .01

β = 0.10
p = .17

Environmental 

performance

Green accounting CSR disclosure

R2 = 0.11

R2 = 0.08
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and CSR disclosure. Based on the PLS-SEM es-
timation results, the results of hypotheses test-
ing can be summarized as presented in Table 4.

The PLS-SEM test results presented in Table 4 
show that the adoption of green accounting pos-
itively inf luences environmental performance 
with a path coefficient of 0.291 and significant 
at alpha 1%. Therefore, empirical evidence sup-
ports H1, which states that the adoption of green 
accounting has a positive effect on environmen-
tal performance. Likewise, the study supports 
H2, which states that environmental perfor-
mance has a positive effect on CSR disclosure. 
This is indicated by a path coefficient of 0.296 
and is significant at an alpha of 1%.

The next stage is testing H3, which analyzes 
the mediation variable of environmental per-
formance in the relationship between green 
accounting adoption and CSR disclosure. 
Mediation testing is carried out using proce-
dures developed by Hair et al. (2022). The re-
sults of the mediation hypothesis testing are 
presented in Table 5.

According to this procedure, the mediation anal-
ysis is based on the results of standardized path 
coefficient (direct and indirect effect) significance 
testing with the PLS-SEM bootstrapping proce-
dure (Nitzl et al., 2016; Hair et al., 2022). Table 5 
shows that the indirect effect of green accounting 
adoption on CSR disclosure through environ-
mental performance is significant, with an indi-
rect effect path coefficient of 0.086 and a p-value 
of 0.017. These results support H3. The PLS-SEM 
test results presented in Table 5 show that the di-

rect effect of green accounting on CSR disclosure 
is not significant, with a path coefficient of 0.096 
and a p-value of 0.169. These results indicate that 
the mediating variable of environmental perfor-
mance fully mediates the relationship between 
green accounting adoption and CSR disclosure 
(Zhao et al., 2010; Nitzl et al., 2016; Hair et al., 
2022; Kock, 2021). Adoption of green account-
ing can only increase CSR disclosure if it can im-
prove environmental performance. 

The results show that the adoption of green 
accounting positively affects the level of envi-
ronmental performance. The better the imple-
mentation of green accounting, the more en-
vironmental performance can be improved as 
assessed by the government. The results of the 
first hypothesis support the legitimacy theory. 
Adopting green accounting is one of the compa-
ny’s means of supporting sustainable develop-
ment. These findings may improve management 
strategies in managing waste, recycling materi-
als, reducing environmental costs, and using 
renewable energy (Khan & Gupta, 2023a). The 
empirical evidence supports Solovida and Latan 
(2017), Rounaghi (2019), Wahyuni et al. (2019), 
and Agyemang et al. (2024), who demonstrated 
that green accounting positively affects envi-
ronmental performance.

Environmental performance positively affects 
CSR disclosure, which is proxied using the GRI 
Index. The higher the company’s ranking in en-
vironmental performance, the greater the com-
pany’s tendency to disclose relevant data. On the 
other hand, a decrease in environmental perfor-
mance is followed by a decrease in the company’s 

Table 4. Path coefficients and p-values 

Path Expected Sign Path coefficients Conclusion 
Green accounting → Environmental performance (+) 0.291*** H1 is supported

Environmental performance → CSR disclosure (+) 0.296*** H2 is supported

Note: *significant at alpha 10%, ** significant at alpha 5%, *** significant at alpha 1%.

Table 5. Mediation effect test

Structural/hypothesized paths Coefficient p-value Conclusion
Panel A: Indirect effect

Green accounting → Environmental performance → CSR disclosure 0.086 0.017 H3 is supported

Panel B: Direct effect
Green accounting → CSR disclosure 0.096 0.169 Full mediation
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CSR disclosure. The empirical evidence yielded 
by this study supports the signal theory that ac-
tions and information conveyed by the compa-
ny can be an indicator and signal regarding real 
conditions and prospects (Mavlanova et al., 2012). 
These findings support Jati et al. (2023), Deegan 
(2002), Gray (2010), and Rounaghi (2019).

The environmental performance variable acts 
as a mediating variable in the model. Adoption 
of green accounting does not necessarily in-
crease CSR disclosure directly but must happen 
due to improved environmental performance. 
This empirical evidence supports Renaldo et al. 
(2022) and Khan and Gupta (2023a).

CONCLUSION

The objective of this paper was to analyze the impact of green accounting on the level of environ-
mental performance and the effect of environmental performance on CSR disclosure. The result 
shows that environmental accounting positively affects environmental performance, which in turn 
increases CSR. These findings imply that companies should implement green or environmental ac-
counting to support sustainable development goals. Green accounting has advantages over conven-
tional accounting, as it takes into account the pollution cost and the effect of company operations 
on the environment. In addition, green accounting measures and records the costs of depletion of 
natural resources and changes in environmental quality. This study also has implications for the 
government’s role in ranking environmental performance and encouraging the adoption of green 
accounting in order to increase CSR disclosure.

This study has several limitations, including how it measures green accounting adoption by using 
just the three proxies: the recycling of material, environmental costs, and renewable energy. These 
three proxies are the best for measuring green accounting research using quantitative methods; 
however, they are limited in observing the implementation of green accounting adoption in detail. 
Future research could consider using qualitative methods to analyze green accounting practices in 
companies in depth. In addition, because of the sample selection process, generalizations are lim-
ited to certain industries. Future studies are expected to expand the sample and context to other 
countries. Future research could also consider the relationship between corporate governance and 
green accounting adoption.
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