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Abstract. Firm value represents the fair market valuation of a business entity, reflecting
the perceptions or assessments of its success—typically indicated by stock price
performance. This study aims to provide empirical evidence on the influence of
environmental accounting, operating cash flow, and firm size on firm value. A quantitative
research approach was employed in this study. The research population comprises all
companies listed on the Indonesia Stock Exchange (IDX) during the 2021-2023 period, with
a purposive sampling technique yielding a total of 2,061 firm-year observations. Data
analysis was conducted using multiple linear regression with the aid of STATA 17 software.
The findings indicate that environmental accounting has a significant positive effect on
firm value. In contrast, operating cash flow does not exhibit a statistically significant
impact. Interestingly, firm size demonstrates a negative effect on firm value. These results
contribute to the ongoing discourse in signal theory and stakeholder theory, offering
deeper insights into how environmental practices and company characteristics influence
market perceptions. Furthermore, the findings provide practical implications for investors
and corporate management in strategic decision-making processes. They also serve as a
valuable reference for future researchers seeking to explore related variables within the
context of firm valuation.
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INTRODUCTION

Companies strive to achieve their primary objectives, namely to increase firm value,
improve investor welfare, and generate profits efficiently through the optimal use of
internal resources (Nurjanah & Srimindarti, 2023). This aligns with the company’s long-
term goal of enhancing firm value. Stakeholders’ perceptions of a company’s operational
capabilities are largely influenced by its firm value (Christy & Sofie, 2023). Stock prices
often serve as areflection of a firm’s value trajectory. A declining stock price may indicate
a lower firm value, thereby reducing investor confidence and willingness to invest (Natsir
& Yusbardini, 2020).

Stock prices, as reflected in indices such as the Indonesia Composite Index (IHSG),
are commonly regarded as indicators of corporate performance and firm value, as well as
overall market sentiment toward a company’s economic condition. When the IHSG rises,
investors tend to have a more optimistic view of the company, leading to an increase in
stock prices, which in turn enhances firm value. From 2021 to 2023, the IHSG consistently
increased. In 2021, the index reached IDR 6,600.68. In 2022, the IHSG rose by 3.79%
compared to the previous year, closing at IDR 6,850.52. This growth continued into 2023,
with a further 6.62% increase, bringing the closing value to IDR 7,303.89. However, this
upward trend in the IHSG was not accompanied by a parallel increase in the prices of
sectoral stocks. The performance of individual industry sectors on the Indonesia Stock
Exchange, as represented by the IDX-IC sectoral index, revealed fluctuating stock prices
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across sectors, indicating inconsistencies in sectoral performance despite the overall
market growth.
Table 1.Sectoral Stock Prices 2021-2023

Year
Corporate Sector

2021 2022 2023
Energy 1,139.50 2,279.55 2,100.86
Raw Materials 1,234.38 1,216.13 1,307.47
Industry 1,036.69 1,174.34 1,093.76
zg:;gy Consumer 664.13 716.56 722.40
Non-Primary
Consumer Goods 900-42 850.9 821.42
Health 1,420.07 1,564.97 1,376.16
Finance 1,526.86 1,414.92 1,458.32
Property & Real
Estate 773.06 711.24 714.18
Technology 8,994.44 5,162.04 4,435.61
Infrastructure 959.27 868.64 1,570.03
Transportation &
Logistics 1,599.38 1,661.94 1,601.51

Source: Indonesia Stock Exchange (2024)

Table 1 shows that certain sectors experienced consecutive negative growth in
their sectoral stock indices from 2021 to 2023—namely the non-cyclical consumer goods
and technology sectors. In contrast, only the cyclical consumer goods sector recorded
consistent annual growth throughout the same period. Meanwhile, other sectors
exhibited fluctuating sectoral stock price movements from year to year. This phenomenon
highlights a notable disparity: although the Indonesia Composite Index (IHSG) increased
steadily from 2021 to 2023, the performance of individual company stocks varied, with
some even declining.

Firms can enhance their value by integrating corporate social responsibility (CSR)
into their operational impact strategies (Aldama, 2022). One way to demonstrate such
responsibility is by embedding environmental considerations into their overall business
strategy. Neglecting environmental aspects in the long term may result in stagnant or
declining firm value (Asrizon et al., 2021). In response to increasing environmental issues
and growing demands from stakeholders, the concept of environmental accounting or
green accounting has emerged. Environmental accounting has become a strategic factor
in corporate development and plays a critical role in organizational sustainability
(Abdullah, 2020:8). By disclosing environmental conservation efforts, companies can build
a positive market reputation, which not only enhances their public image but also
contributes to increasing overall firm value.

Higher operating cash flow is also associated with higher stock prices, thereby
boosting firm value (Budiharjo, 2023). Operating cash flow serves as a crucial funding
source for a company's day-to-day operations and is considered a key indicator of financial
performance. Investors often interpret strong operating cash flow as a positive signal
about a company’s financial health. A healthy cash flow indicates the company's ability to
generate cash from its core business activities, enabling it to meet obligations, invest, and
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distribute dividends to shareholders. Enhancing a company’s operating cash flow is
therefore essential for sustainable operations, growth, and delivering added value to
stakeholders.

Firm size is closely associated with corporate stability and is a significant factor in
attracting investors. According to Panjaitan & Supriyati (2023), firm size reflects the scale
of a company and indicates how easily it can attract capital from investors. Compared to
smaller firms, investors are more likely to invest in larger organizations (Kusumaningrum
& Iswara, 2022). Larger firms generally possess more resources and diversified business
operations. Long-term investors often perceive large firms as safer investments. Their
greater visibility and stronger reputation also make it easier for them to raise capital, which
ultimately contributes to increased firm value, as investors tend to pay higher prices for
shares in well-established companies.

This study encompasses all business sectors listed on the Indonesia Stock Exchange
during the 2021-2023 period. Given that each industry has its own characteristics and
challenges in enhancing firm value, this broad scope allows for greater generalizability of
findings. This comprehensive sectoral inclusion aligns with the recommendation by Arofah
& Maharani (2021), who suggested expanding the research scope to obtain more
generalizable results. The 2021-2023 timeframe was selected to avoid data bias caused by
the COVID-19 pandemic.

The objectives of this study are as follows: 1) To empirically examine the effect of
environmental accounting on firm value. 2) To empirically examine the effect of operating
cash flow on firm value. 3) To empirically examine the effect of firm size on firm value..

LITERATURE REVIEW
Signal Theory

Signaling theory was first introduced by Spence (1973) in his work Job Market
Signaling. The theory describes a situation in which one party (the signal sender) possesses
more information than the other party (the signal receiver). Based on signaling theory,
management, as the internal party, has greater knowledge of the company’s condition
than shareholders or external parties. When a company sends positive signals, it often
triggers positive responses from the signal receivers (Sulistiono & Nur, 2024). Such positive
information, which differentiates the company from its competitors, plays a role in
improving public perception of the firm’s value. This improved perception may then lead
to higher stock prices, which subsequently increases the overall firm value (Lestari &
Khomsiyah, 2023). Companies that are able to consistently convey positive signals in
competitive markets can gain a competitive advantage and strengthen their market
position.

Stakeholder Theory

Stakeholder theory was first introduced by R. Edward Freeman in 1984 in Strategic
Management: A Stakeholder Approach. The theory explains the company’s relationship
with parties that are affected by or can affect its operations. It emphasizes that companies
have obligations not only to shareholders but to all stakeholders involved. According to
stakeholder theory, a company should consider the interests of all relevant stakeholders,
beyond just the goal of maximizing profits. Practicing accountability for the impact of its
operations can attract stakeholder attention and potentially increase their interest in
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purchasing company shares. As stakeholder interest increases, stock prices tend to rise,
which contributes to increasing the firm’s value (Saputri et al., 2023).
Firm Values

Firm value is defined as the price that potential buyers are willing to pay for a
company's stock in the market (Toni & Silvia, 2021). An increase in market value reflects
investor confidence in the company’s ability to generate future profits and deliver returns.
Firm value represents the overall economic worth of a business, commonly measured
through its stock price. In other words, a company’s ability to generate shareholder value
is indicated by a high stock price (Daromes & Kawilarang, 2020). Firm value also serves as
a key indicator for investors in assessing the condition and prospects of a company
(Endiana & Suryandari, 2020).

Firm value is often used in investment decision-making, company performance
evaluation, and business strategy planning. A high firm value reflects investor confidence
in the company’s long-term profit potential. Tobin’s Q is widely used as a measure of firm
value, as it incorporates not only equity but also debt, share capital, and the company’s
assets. A Tobin’s Q value greater than 1 indicates that the market values the company
higher than the value of its recorded assets. In contrast, a Tobin’s Q value below 1 suggests
that the cost to replace assets is higher than the firm's market valuation (Dzahabiyya et
al,, 2020).

The Effect of Environmental Accounting on Firm Value

According to stakeholder theory, environmental accounting is a strategic practice
aimed at managing environmental impacts and maintaining positive stakeholder
relationships. Stakeholders continuously assess a company’s environmental participation,
motivating management to innovate through environmentally friendly initiatives (Sari &
Gantino, 2022). These innovations help reduce environmental damage caused by
operations and may increase profits, ultimately satisfying stakeholder interests.
Transparent and comprehensive environmental disclosures can build investor trust and
thereby enhance firm value (Wu & Li, 2023).

Environmental accounting can also improve operational efficiency by encouraging
resource optimization and waste minimization. The implementation of environmental
accounting is expected to positively influence and strengthen the company’s publicimage,
particularly regarding its production practices (Amira & Siswanto, 2022). Such practices
may help companies build a reputation for environmental responsibility, thereby
attracting public and investor attention—especially from those who are environmentally
conscious. Companies that actively support environmental sustainability also have the
potential to reduce long-term costs, contributing further to firm value (Meilan et al., 2023).
This is consistent with previous findings by Abdurrahman (2019), Anggita et al. (2022),
Arofah & Maharani (2021), Dewi & Narayana (2020), Hasibuan et al. (2023), Hazmi et al.
(2024), Khan & Lone (2023), and Sulistiono & Nur (2024), which concluded that
environmental accounting positively affects firm value. The better the implementation of
environmental accounting, the more likely it is to enhance firm valu.

H1: Environmental accounting has a positive effect on firm value.
The Effect of Operating Cash Flow on Firm Value

Operating cash flow is one of the main indicators of a business’s core operational
activity. It serves as a signal to investors. A healthy operating cash flow is interpreted by
investors as a positive signal from the company (Sugiyarti et al., 2023). Strong operating
cash flow indicates a company’s ability to generate income from its primary business
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activities, which can be used to meet obligations, reinvest, and pay dividends. Both
investors and creditors carefully monitor a company’s operating cash flows. A company
with positive and growing operating cash flow over time is viewed as having promising
future prospects. This ultimately increases firm value due to heightened investor and
creditor confidence.

Previous studies, such as those by Amin & Juanda (2021), Angkotasan et al. (2023),
Daniel & Hermanto (2024), Dunakhir (2023), Launtu (2021), and Tangngisalu (2020), have
found that operating cash flow positively influences firm value. According to these studies,
companies with strong operating cash flow tend to exhibit higher firm value compared to
those with weak cash flow.

H2: Operating cash flow has a positive effect on firm value.

The Effect of Firm Size on Firm Value

One of the positive signals a company may provide is its firm size, especially in
relation to management’s ability to invest (Benteng et al., 2024). Companies in the growth
phase often receive positive investor responses, reflected in rising stock prices due to
increased demand and supply. Larger companies typically have easier access to financial
resources to support business expansion and development. This contributes to company
growth, marked by increasing resources, strategic partnerships, and expanded business
outcomes. Studies by Afridi et al. (2022), Akin et al. (2024), Dewi & Wirawati (2024), Parnata
etal. (2023), Gz & Lisiantara (2022), Hapsoro & Falih (2020), Nursetya & Nur Hidayati (2021),
and Radja & Artini (2020) indicate that firm size positively influences firm value. Larger
firms are more likely to obtain funding sources, which ultimately enhances their value.

H3: Firm size has a positive effect on firm value.

METHOD

Firm value is the dependent variable in this research. Firm value is the fair value of
a company that reflects views or assessments of the success of acompany, which is always
associated with stock prices (Handoko & Santoso, 2023). Firm value is measured using the
Tobin’s Q ratio. Tobin’s Q is used because it does not only take into account stocks, but
also elements of debt, share capital, and the company’s assets. A Tobin’s Q value >1
indicates that the firm value is more significant than the recorded assets. A Tobin’s Q value
<1 indicates that the replacement cost of support is greater than the market value
(Dzahabiyya et al., 2020). Tobin’s Q, as modeled by Lindenberg & Ross (1981), can be
calculated using the following formula.

., (MVE + DEBT)
Tobin's Q = Total Assets

Environmental accounting refers to the activity of measuring, managing, and
reporting the environmental impact of a company’s operations. Environmental accounting
presents both financial and non-financial aspects of a company. According to Rosaline &
Wuryani (2020), environmental accounting is measured using a dummy variable by
assigning a score to companies that apply environmental costs. A score of 1 indicates that
the company has environmental cost components, and o indicates that the company does
not have environmental cost components.

Operating cash flow originates from the company’s core operating activities, which
include revenue-generating and cost-incurring activities. Operating cash flow shows how
much cash the company can generate from its primary operations. Operating cash flow
can be found in the company’s cash flow statement. One way to measure a company's
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operating cash flow is by calculating the difference between cash received from operating
activities during the current period (t) and the previous period (t-1), divided by the cash
received in the previous period (t-1) (Firdarini & Kunaidi, 2022).
Operating Cash Flow (OCF) = Sobc) ZOCFEZ1) o4
perating Cash Flow (OCF) = OCF (t—1) X Yo

Firm size refers to the scale or size of a business. The size of a company can be
determined by the total value of its assets. According to Harahap (2016) in Goh (2023:49),
firm size is measured using the natural logarithm (Ln) of the company’s average total
assets. Total assets are used as they reflect the scale and financial capability of the firm.

Firm Size = In (Total Assets)

The sampling method used in this study is non-probability sampling with a
purposive sampling technique. The samples were selected based on the following criteria:
(1) Public companies listed on the Indonesia Stock Exchange (IDX) during the period 2021-
2023; (2) Companies not classified under the financial sector during that period; and (3)
Companies that published annual reports and sustainability reports for the years 2021-
2023. Out of a population of 2,491 firms, a total of 2,036 observations met the criteria and
were selected as the research sample.

This study uses quantitative data in the form of secondary data collected through
non-participant observation. The data were obtained from annual reports and
sustainability reports of companies listed on the Indonesia Stock Exchange (IDX) for the
years 2021-2023. These reports were accessed through the official IDX website
(www.idx.co.id) and the official websites of the respective companies.

The data were analyzed using STATA version 17. The data analysis includes
descriptive statistical analysis, multiple linear regression model estimation, normality test,
multicollinearity test, autocorrelation test, and heteroscedasticity test. This study also
conducted multiple linear regression analysis and hypothesis testing.

Y=o+ B1X1 +B2X2 +B3X3 4 €eeriiiiiiiii (D

RESULT AND DISCUSSION
Descriptive Statistical Analysis
Table 2. Results of Descriptive Statistical Analysis

Variables Observation  Mean Standard Minimum Maximum
Deviation
Company Values 2,061 5,644 10,783 0.216 43,811
Environmental 2,061 0.536 0.499 0 1
Accounting
Operating Cash 2,061 -0.318 2,198 -5,869 4,758
Flow
Company Size 2,061 28,153 1,927 17,982 33,731

Source: processed secondary data (2025)

Descriptive statistical analysis of firm value (FV) shows a minimum value of 0.216
and a maximum of 43.811, with an average of 5.644, which is close to the minimum value.
This average indicates that most of the sample has a relatively low firm value. The standard
deviation is 10.783, which is higher than the average, indicating high data dispersion or
heterogeneity. Environmental accounting (EA) has values ranging from o to 1, with an
average of 0.536, which is close to the maximum value. This average indicates that most

589



companies implement and disclose environmental accounting. The standard deviation of
0.499 shows that the data is homogeneous with low variation among companies.
Operating cash flow (CFO) shows a minimum value of -5.869 and a maximum of 4.758, with
an average of -0.318, which is close to the maximum value. This indicates that most
companies have a relatively high level of operating cash flow. The standard deviation of
2.087 indicates that operating cash flow data is heterogeneous or varies greatly. Firm size
(SIZE) has a minimum value of 17.983 and a maximum of 33.731. The average value is 28.153,
which is close to the maximum, indicating that most companies in the sample are large-
sized. The standard deviation is 1.927, which is lower than the average, indicating that firm
size data is relatively homogeneous, with a low range of variation among companies.

Selection of Panel Data Regression Model
Table 3. Results of Regression Model Selection

Testing Prob Results Decision
Chow Test 0.0000 Prob < 0.05 FEM
Lagrange Multiplier 0.0000 Prob < 0.05 BRAKE
Test
Hausman test 0.0000 Prob < 0.05 FEM

Source: processed secondary data, 2025
The selection of the best model to be used can be seen through the probability values
of the Chow test, Lagrange Multiplier test, and Hausman test. The Hausman test, which is
used to select the best model between the Random Effect Model (REM) and the Fixed
Effect Model (FEM), shows a probability value of 0.000, which is smaller than 0.05;
therefore, the fixed effect model is considered the best model for panel data regression
in this study.

Classical Assumption Test
Normality Test
The normality test is conducted to determine whether the residuals are normally
distributed or not. The normality test uses the Skewness and Kurtosis test. Data are
considered normally distributed when the Prob > z value is greater than the significance
level of 0.05. The following is the result of the Skewness and Kurtosis test in this study.
Table 4.Normality Test

. . . Joint test
Variables Observation Pr(skewness) Pr(kurtosis) Adjchiz(2) Probschi
e 2,061 0.0000 0.0000 192.04 0.0000

Source: processed secondary data (2025)

The Prob >z value is 0.0000 or less than the significance level of 0.05, indicating that
the variables in this study are not normally distributed. However, this study uses panel data
with a large sample size, which benefits from the Central Limit Theorem. This theorem
states that the sample mean will approach a normal distribution as the number of
observations increases, thus allowing the normality assumption to be disregarded (Pek et
al., 2018). Based on this theorem, a sample size greater than 30 can be considered to have
a normal distribution.
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Multicollinearity Test
The multicollinearity test is conducted to detect the presence of correlation among
the independent variables in a regression model. Multicollinearity can be identified by
examining the Variance Inflation Factor (VIF) values. A variable is said to exhibit
multicollinearity if the VIF value is less than 5. The results of the multicollinearity test are
presented in Table 5 below.
Table 5.Multicollinearity Test

Variable Colinearity Statistics
VIF 1VIF
Environmental Accounting 2.26 0.443
Operating Cash Flow 1.02 0.978
Company Size 2.29 0.436
Mean VIF 1.86

Source: processed secondary data (2025)

The VIF values for each variable are as follows: firm size is 2.29, environmental
accounting is 2.26, and operating cash flow is 1.02. These results indicate that there is no
multicollinearity issue among the variables in this study, as the VIF values for each variable
are less than 5, with an average VIF of 1.86, which is also below the threshold of 5.

Autocorrelation Test

The autocorrelation test is conducted to examine serial correlation in the residuals
(errors) of the estimated panel regression model. This study employs the Wooldridge test
for autocorrelation. The data do not exhibit autocorrelation problems if the Prob > F value
is greater than 0.05. The results of the autocorrelation test are presented in Table 6 below.

Table 6. Autocorrelation Test
Model Prob > F
1 0,000
Source: processed secondary data (2025)

The autocorrelation test yielded a Prob > F value of 0.0000. Since this value is less
than 0.05, it can be concluded that autocorrelation exists among the variables in this study.
To address the autocorrelation issue, robust standard errors were applied. Robust
standard errors are used to correct the calculation of standard errors and to ensure valid
inferential statistics when certain regression assumptions are violated.

Heteroscedasticity Test

The heteroskedasticity test is conducted to determine whether there is an unequal
variance in the residuals across observations in the regression model. This study employs
the Modified Wald Statistic to test for heteroskedasticity in the residuals of the fixed effect
regression model. A probability value greater than the 0.05 significance level indicates no
heteroskedasticity issue, whereas a probability value less than 0.05 indicates the presence
of heteroskedasticity.

Table 7. Heteroscedasticity Test
Model Prob>chi2
Constant 0,000
Source: processed secondary data (2025)
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The heteroskedasticity test shown in Table 7 shows that the data with a total of 2,061
has a probability value of 0.000. This value <0.05, so it is known that there is a
heteroskedasticity problem. This heteroskedasticity problem is overcome by using robust
standard error or heteroskedasticity robust standard errors introduced by econometrician
White, 1980. Robust standard error corrects the calculation of standard errors without
changing the regression coefficient results.

Multiple Linear Regression Test
Table 8. Multiple Linear Regression Test

Variables Coefficient Robust t P>|t|
Standard
Error
Environmental Accounting 0.793 0.264 3.00 0.003
Operating Cash Flow 0.058 0.035 1.61 0.109
Company Size -5,121 0.598 -8.56 0,000
Constant 149,421 16,809 8.89 0,000

Prob>F 0.0000
R-squared 0.1726

Source: processed secondary data (2025)

The value of the unstandardized beta coefficient is found in the coefficient column
and is used as the value in the regression equation. The regression equation obtained
through the multiple linear regression test is as follows.

Y = 149,421 + 0,793 (EA) + 0,058 (CFO) - 5,121 (SIZE) + e

This linear regression equation describes the relationship between the
independent variables (X) and the dependent variable (Y). The equation can be explained
as follows:

1) The constant value of 149.421 indicates that when the independent variables,
namely environmental accounting (X1), operating cash flow (X2), and firm size (X3),
are equal to zero or constant, the firm value (Y) is 149.421.

2) When the variables operating cash flow (X2) and firm size (X3) have constant values
and the regression coefficient of environmental accounting (X1) is 0.793 or
increases by 1 unit, then the firm value (Y) increases by 0.793.

3) When the variables environmental accounting (X1) and firm size (X3) have constant
values and the regression coefficient of operating cash flow (X2) is 0.058 or
increases by 1 unit, then the firm value (Y) increases by 0.058.

4) When the variables environmental accounting (X1) and operating cash flow (X2)
have constant values and the regression coefficient of firm size (X3) is -5.121 or
increases by 1 unit, then the firm value (Y) decreases by 5.121.

Hypothesis Testing

Model Feasibility Test (F Test)

The F-test was conducted with a significance level of 5% (0.05). A probability value
less than 0.05 indicates that the regression model is feasible to use in the study, and vice
versa. The test conducted to assess the feasibility of the model showed a probability value
of 0.0000, which is smaller than the 0.05 significance level, indicating that this study is
feasible to use.
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Table 9.Coefficient of Determination Test
Model Prob>F
1 0.0000

Source: processed secondary data (2025)

Coefficient of Determination Test (R2 Test)

The Coefficient of Determination (R2) test is conducted to measure how well the
model is able to explain the variation in the dependent variable and describe the
contribution of the independent variables to the dependent variable. The test results show
that the R2 value is 0.1726 or 17.26%, which means that the independent variables, namely
environmental accounting, operating cash flow, and firm size, are simultaneously able to
explain 17.26% of the changes in firm value. The remaining 82.74% is influenced by other
variables that are not included in this research model.

Table 10. Coefficient of Determination Test
Model R Square
1 0.1726
Source: processed secondary data (2025)

Hypothesis Test (T-Test)

The hypothesis test (t-test) serves to evaluate the extent to which independent
variables affect the dependent variable. The significance level for the t-test is 0.05. The
results of the t-test for each hypothesis can be interpreted as follows:

1) First Hypothesis Testing (H1)

In the first hypothesis testing, environmental accounting (EA) has a significance
value of 0.003 and a t-statistic value of 3.00 with a positive direction. Since the significance
value is smaller than the 0.05 significance level, it indicates that environmental accounting
has a positive effect on firm value in companies listed on the IDX during the 2021 to 2023
period. Therefore, the first hypothesis (H1) is accepted as it is supported by empirical
findings. These results indicate that the higher the company's attention to environmental
aspects in its financial reporting, the greater the firm value generated.

2) Second Hypothesis Testing (H2)

In the second hypothesis testing, operating cash flow (OCF) has a significance value
of 0.109 and a t-statistic value of 1.68. The significance value is greater than the 0.05
significance level. This indicates that operating cash flow does not affect firm value.
Therefore, the second hypothesis (H2) is rejected because the results show that operating
cash flow has no effect on firm value.

3) Third Hypothesis Testing (H3)

In the third hypothesis testing, firm size (SIZE) has a significance value of 0.000 and
a t-statistic value of -8.56. The significance value is smaller than the 0.05 significance level,
but the coefficient direction is negative. Therefore, the third hypothesis (H3) is rejected
because firm size has a negative effect on firm value.

The Effect of Environmental Accounting on Firm Value

The first hypothesis (H1) states that environmental accounting has a positive effect
on firm value. The data analysis results in Table 4.12 show a significance value of 0.003,
which is smaller than the significance level of 0.05, and a positive t-statistic value of 3.00.
These results indicate that there is a positive influence of environmental accounting in
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companies listed on the Indonesia Stock Exchange from 2021 to 2023 on firm value. This
finding is in line with the first formulated hypothesis; thus, the first hypothesis (H1) in this
research is accepted.

The findings indicate that the greater a company’s awareness of its environmental
impact, the more positively stakeholders and investors assess the company, which in turn
increases firm value. The implementation of environmental accounting, indicated by the
disclosure of environmental costs, significantly impacts firm value in the eyes of
stakeholders and investors. As awareness of environmental issues grows, investors are
beginning to prioritize investments in sustainable companies. Strong environmental
accounting practices can help companies operate sustainably, making it easier to access
funding sources at lower capital costs. Environmental accounting practices, through the
implementation of environmentally friendly activities and proper waste management,
provide long-term positive effects for the environment and ultimately generate a positive
response toward the company.

These findings are consistent with signaling theory and stakeholder theory.
Companies that report their environmental aspects send a positive signal to investors and
other stakeholders regarding the company's commitment to sustainability and good risk
management. This research supports stakeholder theory, which serves as a basis for how
companies interact with parties that influence or are influenced by the company.
Environmental accounting disclosure becomes one of the ways companies demonstrate
accountability and responsiveness to broader stakeholder concerns regarding
environmental issues. These findings indicate that during the observation period,
stakeholder responses or appreciation for environmental accounting practices can be
translated into a factor in increasing firm value.

This research is in line with previous studies by Anggita et al. (2022), which stated
that the increase in environmental accounting leads to an increase in firm value, and
conversely, if environmental accounting declines, so does firm value. By considering the
environmental impact of the company, environmental accounting aims to provide a more
realistic picture of overall financial performance (Khan & Lone, 2023). This research is also
supported by studies conducted by Abdurrahman (2019), Arofah & Maharani (2021), Dewi
& Narayana (2020), Hasibuan et al. (2023), Nugroho (2023), Odunayo et al. (2023),
Sulistiono & Nur (2024), and Tanjung et al. (2021), which stated that environmental
accounting positively affects firm value. The implementation of environmental accounting
carried out by companies can increase firm value.

The Effect of Operating Cash Flow on Firm Value

The second hypothesis (H2) states that operating cash flow has a positive effect on
firm value. Based on the research results, the significance value of t for operating cash flow
is 0.109, which is greater than the significance level of 0.05. The results show that
operating cash flow is not significant to firm value or there is no effect of operating cash
flow on firm value. Therefore, it can be concluded that the second hypothesis in this
research is rejected.

The research results that test the effect of operating cash flow on firm value with
reference to signaling theory show that operating cash flow has no effect on firm value.
These results do not support the signaling theory, which states that internal parties have
more complete information about the company's prospects and condition compared to
external parties. Managers attempt to send relevant signals (information) to investors to
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reduce information asymmetry and influence investors' assessment of firm value.
However, according to the findings of this study, it can be interpreted that investors do
not consider operating cash flow a strong or unique signal in valuing a company. This may
be due to very high or low information asymmetry, where the signal about operating cash
flow is less of a concern to investors compared to other more relevant information.
Therefore, this research implies that operating cash flow as a single signal is not the main
determinant of firm value, and investors will consider other signals more.

This finding is not consistent with several previous studies that indicated a positive
effect of the operating cash flow variable on firm value. However, these results are in line
with studies conducted by Fajri & Juanda (2021), Herman & Chaidir (2023), and Susilowati
& Meidiyustiani (2023), which stated that operating cash flow has no effect on firm value.
Operating cash flow is not significant because the calculation only includes cash flows
based on operating activities, while a company’s activities are also divided into investing
and financing activities, so it does not guarantee that the company will distribute dividends
(Octavianus & Mala, 2020). This condition shows that the operating cash flow owned by
the company is inadequate to be used as a reference for investors to increase their desire
to invest in the company, thereby failing to increase firm value.

The Effect of Firm Size on Firm Value

The third hypothesis (H3) states that firm size has a positive effect on firm value.
The data analysis results show a significance value for firm size of 0.000 with a t-statistic
value of -8.56. The significance value is smaller than the 0.05 significance level, indicating
that firm size has an effect on firm value, but in a negative direction. This result is not in
line with the third formulated hypothesis, and therefore, the third hypothesis (H3) in this
research is rejected.

The findings that test the effect of firm size on firm value show that firm size has a
negative effect on firm value. This result indicates that investors may perceive very large
firms as having higher potential costs due to operational complexity and less flexibility in
responding to rapid market changes. Large firm size may signal that the company has
entered a mature phase with limited growth prospects, resulting in a slower potential
increase in firm value compared to smaller-scale companies.

This research is not in line with the study by Dewi, | & Wirawati, N (2024), which
found that firm size positively affects firm value. Larger companies tend to have higher
firm value, but according to this study, when a company has a large size, it must incur
higher costs to manage operational challenges and requires the absorption of more
resources. However, this research is consistent with the studies by Halimah & Maharani
(2024) and Ismanto (2023), which show that the higher the firm size, the lower the firm
value. This result implies that when a company’s size, as indicated by its total assets, is
large, it tends to reduce investor interest in investing in the company, thus leading to a
decline in firm value.

CONCLUSION

Overall, the results of the tests on companies listed on the Indonesia Stock
Exchange over the three-year period show that the first hypothesis (H1) is proven, namely
that environmental accounting has a positive effect on firm value. This finding indicates
that environmental accounting information or practices disclosed by companies in their
annual or sustainability reports are positively responded to by the capital market, which
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impacts the increase in firm value. The second hypothesis test (H2) shows that operating
cash flow has no effect on firm value. This finding suggests that the market's assessment
of firm value is not directly correlated with the variations or values of operating cash flow
reported by the company in its cash flow statement. The third hypothesis test (H3) shows
that firm size has a negative effect on firm value. This finding indicates that companies
with larger operational scales actually have lower market values.

The suggestion that can be conveyed is to use other measurements for
environmental accounting, such as the amount of environmental accounting disclosure.
The test on operating cash flow shows no effect on firm value, which may be due to the
existence of negative operating cash flow values, so subsequent research may consider
using only positive operating cash flow values.
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