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ENVIRONMENTAL MANAGEMENT

1. Introduction

Successful business strategies depend on the quality and
comprehensiveness of information available to decision-makers.
The practice of generating management information such as
cost of sales is well established, and the systems employed to
produce conventional management reports generally ensure
timely availability of high-quality data to management.However,
competitive advantage is gained by generating and capitalizing
on business information not generally investigated by one’s
competitors. Comprehensive management information, including
information on environmental costs and opportunities, can yield
competitive advantage. Typically, environmental costs and asso-
ciated opportunities are buried in various overhead accounts. By
distorting costing and pricing across the business, this practice
can result in poor investment and strategic decisions. The term
“environmental accounting” is open to interpretation. In this
guideline, environmental accounting is the identification, measu-
rement and allocation of environmental costs, the integration of
these environmental costs into business decisions, and the
subsequent communication of the information to a company’s
stakeholders(Institute of Management Accountants, 1996).
Ikhsan (Ikhsan, 2009) said that environmental issues direct or
not, has been included in the economic performance of a
business/activity or organization. Environmental Accounting can
support national income accounting, ecological accounting at
local administration level and at micro level related to financial
accounting, cost accounting or internal business managerial
accounting. Ferreira (Ferreira, Erasmus, & Groenewald, 2009)
stated that the issue of environmental conservation is the duty of
every individual, government and company. The company has
an important role in creating a good and healthy environment.
Similarly, Djajadiningrat (Djajadiningrat, Hendriani, Famiola, &
Wisesa, 2011) said that the world business (company) must play
an active role in redefining its operations in a sustainable
direction, because without the intervention of the world
business, the world as a whole will not be able to succeed in
creating sustainable conditions. Therefore, the emphasis of the
company's participation in realizing a healthy social and
environmental conditions is good.

2. Overview Theory
2.1. The Effect of Environmental Performance
on Economic Performance

The relationship between environmental and economic
performance of firms is an important issue for environmental
policy making. In the current discussion about this relationship,
it is often argued that there is a conflict between competi-
tiveness of firms and their environmental performance (Walley &
Whitehead, 1994). For example, at the level of a specific
industry, the share of environmental costs in total manufacturing
costs might be considerably higher than average (Stavropoulos,
Wall, & Xu, 2018). Particularly, this might be the case for
industries upstream in the production chain (such as primary
resource extraction or primary manufacturing), which have been
shown to give rise to environmental impacts disproportionate to
the value added associated with their production activities (Clift
& Wright, 2000). Only recently, the notion emerged that im-
proved environmental performance is a potential source for
competitive advantage as it can lead to more efficient proce-
sses, improvements in productivity, lower costs of compliance
and new market opportunities (Porter, 1991; Porter & Linde,
1995), although this often refers to other aspects of environ-
mental performance than those addressed and measured
traditionally (Wehrmeyer & Tyteca, 1998). Therefore, the pre-
ceding arguments lead to the first hypothesis:

H1 = The environmental performance has influence on
economic performance

2.2. The Effect of Environmental Diclosure
on Economic Performance

Corporate Environmental Disclosure (CED) refers to
"accountability to society as a whole with respect to matters of
public interest such as community welfare, public safety, and the
environment" (Mahmes, 2016; Radebaugh, Gray, & Black,
2006). To justify its continued existence, a company should be
held accountable for its performance and actions that impact
upon people, their communities and their environment(Arevalo
& Aravind, 2011); to create a communication channel with
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society and legitimise its behaviour and attitudes to society in
which it operates (Deegan & Rankin, 1996). The relevance of
environmental disclosure derives from the fact that the most of
information on CED is financial and quantitative in nature, and it
can have a direct impact on the financial and economic
performance of the corporation (Marston & Shrives, 1991).
Therefore, it should be noted that environmental responsibility
does not require the corporation to abandon its other main
operations.

However, the economic performance of business enterprises
is often considered in correlation with its social and environ-
mental disclosure (Gerbens-Leenes, Moll, & Schoot Uiterkamp,
2003). Based on the explanation, the second hypothesis of this
research is as follows:

H2 = The environmental disclosure has influence on
economic performance

2.3. The Effect of Firm Size
on Economic Performance

Big firms have more competitive power when compared to
small firms in fields requiring competition. Since they have a
bigger market share, big firms have the opportunity to profit
more. In addition to this, big firms are able to seize the
opportunity to work in the fields which require high capital rates
since they have larger resources, and this situation provides
them the opportunity to work in more profitable fields with little
competition (Doğan, 2013). When the studies concerning the
relation between firm size and profitability are reviewed, mixed
results have been found present. Majumdar (MAJUMDAR, 1997)
investigated the impact that firm size has on firm profitability and
productivity with a sample of 1020 Indian firms. While controlling
for other variables that may affect firm performance, the study
provided evidence that larger firms are less productive but more
profitable. Dogan have found a positive relation between firm
size and profitability (Doğan, 2013). Based on the explanation,
the third hypothesis of this research is as follows:

H3 = Firm Size has influence on economic performance

2.4. The Effect of Return On Equity
on Economic Performance

Return on Equity is a commonly used analysis by investors
and corporate leaders, to measure how much profit can be the
right owner's own capital. For investors, the analysis of return on
equity is important because the analysis can determine the
benefits of the investments made (Purnamasari, 2015). For
companies, this analysis is important because it is a pull factor
for investors to invest. Return on equity is a measure of earnings
(income) are available for the owners of the company (both
ordinary shareholders and preferred shareholders) on the
capital they invest in the company. In general, of course, the
higher the return or income earned, the better the position of the
owner of the company. Return on Equity shows the profitability
of own capital or often referred to as the profitability of the
business. This ratio is also influenced by the large-small
enterprise debt, if the debt the greater proportion of this ratio will
also increase. Based on the explanation, the fourth hypothesis
of this research is as follows:

H4 = Return on equity has influence on economic performance

3. Research Methods

Non financial Indonesian companies listed on the Indonesian
Stock Exchange (ISE) are the sample population of this study.
The sample companies are selected based on some selection
criteria. First, company must listed on the Indonesian Stock
Exchange after 1 January 2012. Second, company not delisting
during research. Third, company must publish their financial
report audited during 2012-2014. Secondary data chosen as the
source data, whereas the sources of the data indirectly obtained

through intermediary media (Ikhsan & others, 2014). There are
many advantages in using secondary data since the data ga-
thered are less expensive, faster, and easier to obtain compared
primary data.

To analyze the data, we use some technical in classical
assumtion such as test of normality, multicolinearity, autoco-
rrelation and heteroskedasticity. The result shows that model is
normal and free from multicolinearity, autocorrelation and hetero-
skedasticity. To test hypothesis from H1 to H4, we use statistical
multiple regression analysis. The multiple regression analysis
model used in this study is shown in the following equation:

Y = α + β1X1 + β2X2 + β3X3 + β4X4 + ε

4. Result and Discussion
4.1. Descriptive Analysis

The purpose of the variable description is to provide a brief
overview of the research variables. Description of research
variables described using the minimum, maximum, and mode of
each variable. The minimum, maximum, and mode values of
each variable are based on data from companies listed on the
ISE during 2012-2014. Some of the variables in this study were
measured using more than one indicator based on previous
research and other relevant referential. Table 1 presents the
results of research data processing that results in minimal,
maximum, and mode values of the research variables.

4.2. Multi Regression Analysis

The result of multiple regression analysis shows on the table 2.

The result of the test multiple regression analysis in table 2
concludes accepted hyphothesis 1 (H1). Therefore, we conclude
that environmental performance (X1) positively influence on
economic performance (Y). This is consistent with the result
obtained (Al-Tuwaijri, Christensen, & Hughes, 2004),
(Heriningsih & Saputri, 2015) and not consistent with
(Sarumpaet, 2006), (Almilia & Dwi, 2007) finding. The result of
the hyphothesis 2 (H2) in table 2 conclude accepted hyphothesis
2 (H2). Therefore, we conclude that environmental performance
(X2) positively influence on economic performance (Y). This is
consistent with the result obtained (Lindrianasari, 2007) and not
consistent with Almilia finding (Almilia & Dwi, 2007). The result
of the hyphothesis 3 (H3) in table 2 conclude accepted
hyphothesis 3 (H3). Therefore, we conclude that firm size (X3)
positively influence on economic performance (Y). This is
consistent with the result obtained Fachrudin (2011) and not
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Table 1. Descriptive Analysis
Source: Ouput SPSS

Table 2. Multiple Regression Analysis Test
Source: Ouput SPSS
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consistent Sunarko result (Sunarko, Saptantinah, & Astuti,
2012) and also Hasnawati finding (Hasnawati & Sawir, 2015).
The result of the hyphothesis 4 (H4) in table 2 conclude
accepted hyphothesis 4 (H4). Therefore, we conclude that
return on equity (X4) positively influence on economic perfor-
mance (Y). This is consistent with the result obtained Herdiana
(Herdiana, 2003) and not consistent with Hutami and Carlo
finding (Carlo, n.d.; Hutami, 2012).

Table 3 shows F-test value are 1.343 with F probability are
0.260, this value more than α 5% (0.05), it means all the
variables not affected as significant between environmental
performance, environmental disclosure, firm size, and return on
equity on economic performance.

In Table 4, the coefficient determination test indicates that
adjusted R square values are 0.013, which means that the
variation rate of the dependent variables can be explained by
the independent variables are 1.3%. While the rest 98.7% is
explained by other variables outside the proposed model.

5. Conclusion
With the general objective to identify characteristics related

to economic performance. First, we conclude that environmental
performance (X1) positively influence on economic performance
(Y). Second, we conclude that environmental performance (X2)
positively influence on economic performance (Y). Third, we
conclude that firm size (X3) positively influence on economic
performance (Y). Fourth, we conclude that return on equity (X4)
positively influence on economic performance (Y).

References
[1] Al-Tuwaijri, S. A., Christensen, T. E., & Hughes, K. (2004). The

relations among environmental disclosure, environmental
performance, and economic performance: a simultaneous
equations approach. Accounting, Organizations and Society,
29(5–6), 447–471. Retrieved from https://econpapers.repec.org/
RePEc:eee:aosoci:v:29:y:2004:i:5-6:p:447-471

[2] Almilia, L. S. D. W., & Dwi. (2007). Pengaruh Environmental
Performance dan Environmental Disclosure terhadap Economic
Performance. In Proocedings The 1st Accounting Conference (pp.
7–9). Depok.

[3] Arevalo, J. A., & Aravind, D. (2011). Corporate social responsibility
practices in India: approach, drivers, and barriers. Corporate
Governance: The International Journal of Business in Society,
11(4), 399–414. https://doi.org/10.1108/14720701111159244

[4] Carlo, M. A. (n.d.). Pengaruh Return on Equity, Dividend Payout
Ratio, dan Price To Earnings Ratio pada Return Saham. Jurnal
Akuntansi Universitas Udayana, 7(1), 150–164.

[5] Clift, R., & Wright, L. (2000). Relationships between Environmental
Impacts and Added Value Along the Supply Chain. Technological
Forecasting and Social Change, 65(3), 281–295.
https://doi.org/10.1016/S0040-1625(99)00055-4

[6] Deegan, C., & Rankin, M. (1996). Do Australian companies report
environmental news objectively? Accounting, Auditing & Accountability

Journal, 9(2), 50–67. https://doi.org/10.1108/09513579610116358
[7] Djajadiningrat, S. T., Hendriani, Y., Famiola, M., & Wisesa, A.

(2011). Ekonomi hijau. Rekayasa Sains.
[8] Doğan, M. (2013). Does Firm Size Affect The Firm Profitability?

Evidence from Turkey. Research Journal of Finance and
Accounting, 4(4), 53–60. https://doi.org/10.5539/ibr.v5n9p120

[9] Ferreira, E.J. (Edmund J., Erasmus, A.W. (Annatjie W., & Groenewald,
D. (Darelle) (2009). Administrative management. Juta Academic.

[10] Gerbens-Leenes, P., Moll, H., & Schoot Uiterkamp, A. J. (2003).
Design and development of a measuring method for environmental
sustainability in food production systems. Ecological Economics,
46(2), 231–248. https://doi.org/10.1016/S0921-8009(03)00140-X

[11] Hasnawati, S., & Sawir, A. (2015). Keputusan Keuangan, Ukuran
Perusahaan, Struktur Kepemilikan dan Nilai Perusahaan Publik Di
Indonesia. Journal of Management and Entrepreneurship, 17(1),
65–75. https://doi.org/10.9744/jmk.17.1.65-75

[12] Herdiana, D. F. (2003). Analisis Pengaruh Informasi Akuntansi
terhadapReturn Sahamdi Bursa Efek Jakarta. Universitas Diponogoro.

[13] Heriningsih, S., & Saputri, N. (2015). Pengaruh Corporate Social
Responsibility Disclosure and Environmental Performance
Terhadap Economic Performance Pada Perusahaan Manufaktur
Yang Terdaftar Di Bursa Efek Indonesia. Jurnal Ekonomi Dan
Bisnis, 10(1). https://doi.org/10.31941/JEBI.V10I1.162

[14] Hutami, R. P. (2012). Pengaruh Dividend per Share, Return on
Equity dan Net Profit Margin Terhadap Harga Saham Perusahaaan
Industri Manufaktur Yang Tercatat Di Bursa Efek Indonesia
Periode 2006-2010. Nominal, Barometer Riset Akuntansi Dan
Manajemen, 1(2). https://doi.org/10.21831/NOMINAL.V1I2.1001

[15] Ikhsan, A. (2009). Akuntansi Manajemen Lingkungan. Yogyakarta:
Graha Ilmu.

[16] Ikhsan, A., & others (2014). Metodologi Penelitian Bisnis (Untuk
Akuntansi dan Manajemen). Bandung, Citapustaka Media.

[17] ***(1996). Tools and Techniques of Environmental Accounting for
Business Decisions. Institute of Management Accountants.

[18] Lindrianasari, L. (2007). Hubungan Antara Kinerja Lingkungan dan
Kualitas Pengungkapan Lingkungan Dengan Kinerja Ekonomi
Perusahaan Di Indonesia. Jurnal Akuntansi Dan Auditing Indonesia,
11(2). Retrieved from http://journal.uii.ac.id/JAAI/article/view/218

[19] Mahmes, K. (2016). Corporate Environmental Disclosure and
Economic Performance of Companies in the Libyan Manufacturing
Sector. International Journal of Economics and Finance Studies,
8(2), 53–83. Retrieved from
http://dergipark.gov.tr/ijefs/issue/26145/275335

[20] Majumdar, S. K. (1997). The Impact of Size and Age on Firm-Level
Performance: Some Evidence from India. Review of Industrial
Organization, 12(2), 231–241. https://doi.org/10.1023/A:1007766324749

[21] Marston, C. L., & Shrives, P. J. (1991). The use of disclosure
indices in accounting research: A review article. The British
Accounting Review, 23(3), 195–210. https://doi.org/10.1016/0890-
8389(91)90080-L

[22] Porter, M. E. (1991). America’s Green Strategy. Retrieved from
https://www.hbs.edu/faculty/Pages/item.aspx?num=6107

[23] Porter, M. E., & Linde, C. van der. (1995). Green and Competitive:
Ending the Stalemate. Retrieved from
https://www.hbs.edu/faculty/Pages/item.aspx?num=5512

[24] Purnamasari, D. (2015). The Effect of Changes in Return on
Assets, Return on Equity, and Economic Value Added to the Stock
Price Changes and its Impact on Earnings Per Share. Research
Journal of Finance and Accounting, 6(6), 11.

[25] Radebaugh, L. H., Gray, S. J., & Black, E. L. (2006). International
accounting and multinational enterprises. J. Wiley. Retrieved from
https://www.wiley.com/en-us/International+Accounting+and+
Multinational+Enterprises%2C+6th+Edition-p-9780471652694

[26] Sarumpaet, S. (2006). The Relationship between Environmental
Performance and Financial Performance of Indonesian
Companies. Jurnal Akuntansi dan Keuangan, 7(2), 89–98.
https://doi.org/10.9744/JAK.7.2.PP. 89-98

[27] Stavropoulos, S., Wall, R., & Xu, Y. (2018). Environmental
regulations and industrial competitiveness: evidence from China.
Applied Economics, 50(12), 1378–1394.
https://doi.org/10.1080/00036846.2017.1363858

[28] Sunarko, M. R., Saptantinah, D., & Astuti, P. (2012). Rasio
Keuangan dan Kinerja Perusahaan Financial Ratios and
Performance of the Company. Eksplorasi, 24(1). Retrieved from
http://ejurnal.unisri.ac.id/index.php/Exsplorasi/article/view/298

[29] Walley, N., & Whitehead, B. (1994). It’s Not Easy Being Green.
Harvard Business Review. Retrieved from
https://hbr.org/product/its-not-easy-being-green/94310-PDF-ENG

[30] Wehrmeyer, W., & Tyteca, D. (1998). Measuring environmental
performance for industry: from legitimacy to sustainability and
biodiversity? International Journal of Sustainable Development &
World Ecology, 5(2), 111–124.
https://doi.org/10.1080/13504509809469975

QUALITY
Access to SuccessVol . 21, No. 174/ February 2020

Table 3. F test
Source: Ouput SPSS

Table 4. Coefficient Determination Test
Source: Ouput SPSS



www.manaraa.com

Reproduced with permission of copyright owner. Further reproduction
prohibited without permission.


