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INTRODUCTION  
Companies in the global energy sector now face increasing pressure to increase their corporate 

value through improved environmental performance as part of their commitment to environmental 
impact management (Ruangenergi.com). According to Erlangga et al. (2021), companies that care 
about the environment can gain a competitive advantage and a positive image, which ultimately 
influences the assessment of the company's risks and prospects by investors and financial 
institutions. Corporate value is a crucial indicator in the financial world because it influences 
investment decisions, business strategies, and resource allocation (Nuurhasanat & Haq, 2024). 
However, as explained by Putri & Agustin (2023), many business actors still ignore environmental 
aspects in pursuit of short-term economic gain, resulting in environmental damage that has 
widespread impacts on society. 

The transition to green energy is now a key direction in the transformation of the global energy 
sector. Indonesia has also targeted achieving Net Zero Emissions (NZE) by 2060 (techinasia.com). 
This transformation not only addresses climate change but also strengthens national energy security. 
Liu et al. (2024) stated that green innovation not only addresses social and environmental issues but 
also serves as a strategy for sustainable economic growth. The commitment of companies like Medco 
Energi to implementing sustainable business practices demonstrates that environmental efforts can 
increase company value. The improvement in ESG scores and the success in maintaining transparent 
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emissions reporting demonstrate that a green strategy is not merely an obligation, but also a tool to 
strengthen competitiveness and attract investors. 

Indonesia's efforts to encourage the energy transition are supported by regulations such as the 
National Energy General Plan (RUEN) and fiscal incentives for companies investing in the green 
sector (Ministry of Energy and Mineral Resources, 2020). These policies create a supportive 
investment climate and encourage the widespread implementation of green accounting, green 
innovation, and green investment. Data from Bisnis.com shows that in 2022, realized investment in 
renewable energy reached US$1.6 billion, although still below that of the oil, gas, mineral and coal 
sectors. A report from the UNFCCC (2020) also confirms that Indonesia is transforming towards a 
low-carbon economy. Global studies even show that regulatory support, community participation, 
and corporate initiatives play a critical role in fostering a sustainable and competitive green 
ecosystem. 

With increasing energy demand and global pressure to reduce emissions, companies face 
challenges in balancing business growth with environmental responsibility. Zhang & Zhang (2023) 
emphasize that strict environmental regulations are a key driver in increasing company value. 
However, obstacles such as limited funding and inconsistent reporting standards remain (GRI, 
2021). Furthermore, previous research on the influence of green innovation, green investment, and 
environmental performance on company value has shown varying results, depending on the sector, 
company size, and national policies. Therefore, further studies are needed that consider additional 
variables and a more comprehensive methodological approach. 

Based on the background and phenomena described, and considering the differences in 
previous research results, the authors are motivated to conduct further research. This study aims to 
examine and analyze "the influence of green innovation, green investment, environmental 
performance, financial performance, and company age on company value." 

The legitimacy theory proposed by Dowling and Pfeffer (1975) states that a company's 
existence depends on the extent to which its operational activities align with prevailing social norms 
and values. Companies are likened to having an unwritten social contract with society, requiring 
them to act ethically and responsibly towards the environment. When companies fail to meet these 
social expectations, their legitimacy can be threatened, impacting the sustainability of their 
operations and their reputation. 

In this context, implementing environmentally friendly practices such as green innovation and 
green investment is one way for companies to gain and maintain public legitimacy. For example, 
green innovations focused on energy efficiency, recycling, and the use of environmentally friendly 
materials reflect a company's concern for sustainability (Cahyaningtyas et al., 2022). Similarly, 
investment in clean technology or renewable energy demonstrates a company's commitment to 
environmental protection (Zhang & Berhe, 2022). Good environmental performance, such as 
achieving a high PROPER rating, provides tangible evidence that a company operates according to 
environmental standards (Rahmanita, 2020). 

Furthermore, company age also influences perceptions of legitimacy. Companies with a long 
history of operation are perceived as having greater stability, experience, and market trust (Tanasya 
& Handayani, 2020), ultimately increasing company value. 

Stakeholder theory, introduced by Freeman (1984), emphasizes that corporate success 
depends not only on shareholder satisfaction but also on the company's ability to meet the 
expectations of various stakeholders, including consumers, employees, communities, governments, 
and the environment. 
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Practices such as green innovation and green investment represent concrete forms of corporate 
responsibility towards stakeholders. For example, product innovations using renewable fuels or eco-
friendly packaging aim not only to comply with regulations but also to address consumer and global 
community concerns about environmental issues (M. Lestari, 2023). Green investments, in the form 
of allocating funds to sustainable projects, also send a positive signal to investors that the company 
cares about sustainability and long-term value (Sukmawati, 2023). 

Furthermore, transparency in disclosing environmental performance through sustainability 
reports strengthens stakeholder trust (Rahellia Melinda & Handoko, 2024). When companies 
actively meet stakeholder expectations, they can gain social support, customer loyalty, and enhance 
the company's reputation and value (Wijayanti & Budi N, 2024). 

Corporate value represents the market's perception of a company's overall performance, 
growth prospects, and sustainability. According to Brigham and Houston (2014), corporate value 
reflects total assets valued through a combination of debt and equity. This value is an important 
indicator for investors in decision-making. Corporate value can be measured using Tobin's Q. 
Tobin's Q measures the efficiency of asset utilization (Damodaran, 2012). Legitimacy and 
stakeholder theory explain that corporate value is influenced not only by financial performance but 
also by the extent to which a company gains public and stakeholder support through 
environmentally friendly practices and social responsibility. 

Green innovation refers to the development and implementation of environmentally friendly 
technologies, processes, or products with the aim of reducing negative impacts on the environment 
(Agustia et al., 2019). These practices include energy efficiency, the use of recycled materials, eco-
friendly packaging, and sustainable product design. This innovation not only demonstrates a 
company's adaptation to environmental issues but also serves as a competitive strategy to strengthen 
social legitimacy and relationships with stakeholders. The development of products with low carbon 
emissions and the use of clean technologies also increase opportunities for collaboration and 
incentives from governments and international markets. In this study, green innovation indicators 
are measured based on the availability of information in annual reports or sustainability reports, 
including the use of environmentally friendly technologies, safe raw materials, green packaging, 
and recycled materials. 

Green investment refers to the allocation of funds to projects or activities that support 
environmental conservation, such as clean technology, renewable energy, and waste management 
(Pardede et al., 2024). The goal of green investment is to create a balance between economic benefits 
and environmental sustainability. Green investment has a significant impact on environmental, 
social, and economic aspects. It contributes to reducing carbon emissions, increasing energy 
efficiency, and creating new jobs in sustainable sectors (Siedschlag & Yan, 2020). Commitment to 
green investment also enhances reputation and investor confidence, strengthening the company's 
long-term value (Paramita & Ali, 2023). 

The measurement of green investment in this study uses the ratio of total environmental 
activity costs to total company assets (Maharani et al., 2024) as an indicator of a company's 
commitment to environmental sustainability. 

Environmental performance reflects the extent to which a company successfully manages the 
impact of its activities on the environment (Hidayat et al., 2023). This performance is a crucial 
indicator for gaining social legitimacy, as public perception is heavily influenced by how well a 
company maintains environmental sustainability. In the Indonesian context, environmental 
performance is assessed through the Ministry of Environment's PROPER program. This program 
provides assessments in the form of color ratings: gold, green, blue, red, and black, indicating a 
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company's level of compliance with environmental management standards (Aini & Faisal, 2021). 
The PROPER rating is a credible indicator of a company's environmental commitment and is often 
used as a reference in research to gauge the impact of environmental performance on company 
value. 

Financial performance illustrates the extent to which a company is able to generate profits, 
utilize assets, and manage its finances efficiently. Profitability is the primary measure used to assess 
a company's financial performance (Mayasari et al., 2024). This study used ROA, a key indicator, to 
measure asset utilization efficiency (Hulu et al., 2021). Good financial performance strengthens 
stakeholder trust and increases the likelihood of funding, while simultaneously increasing company 
value. 

Company age is an indicator of organizational maturity and experience in managing 
operational activities. Firm age theory states that the longer a company has been operating, the 
greater its ability to face business challenges and maintain sustainability (Serolin, 2023). Company 
age is also viewed as a positive signal to investors regarding the company's reputation, stability, and 
adaptability (Hamdani, 2020). In this study, company age is measured based on the difference 
between the observation year and the year the company was listed on the Indonesia Stock Exchange. 

Firm size indicates the scale of a company's operations, typically measured by total assets, 
sales, or number of employees. Larger companies generally have easier access to resources, 
technology, and funding, thus tending to have more stable performance and higher value. In the 
context of this study, company size is considered a control variable that can influence the 
relationship between green innovation, green investment, environmental performance, financial 
performance, and firm value. Company size is often a fundamental consideration in risk analysis 
and investor decision-making. 

Hypothesis Development: Green innovation aims to reduce negative environmental impacts 
through the development of environmentally friendly technologies and processes. In addition to 
improving operational efficiency, this innovation also strengthens the company's public image, 
thereby increasing its value. Octavianingrum et al. (2024) stated that green innovation has a positive 
effect on company value. Kurniawati & Widiyana (2024) similarly stated that green innovation can 
increase company competitiveness through efficiency and investor interest. H1: Green Innovation 
has a positive effect on company value. 

Green investment is a form of company support for sustainable projects, such as renewable 
energy and environmentally friendly technology. A commitment to green investment demonstrates 
a company's concern for sustainability, which can enhance the company's reputation and value. 
Yusnia et al. (2024) revealed that green investment positively contributes to company value. 
Furthermore, Mentari & Dewi (2023) stated that green investment can increase a company's 
attractiveness in the global market. H2: Green Investment berpengaruh positif terhadap nilai 
perusahaan. 

Environmental performance is an important indicator of a company's responsibility for the 
ecological impacts of its operational activities. Companies with good environmental performance 
are considered more responsible and attractive to investors concerned with sustainability issues. Liu 
et al. (2025) found that companies actively involved in environmental management receive higher 
market valuations. Yusnia et al. (2024) also stated that companies with superior environmental 
performance tend to have higher market value. H3: Environmental performance has a positive effect 
on firm value. 

Financial performance indicates a company's efficiency in generating profits from its assets. 
One frequently used indicator is Return on Assets (ROA), which reflects the effectiveness of resource 



 

                                This open-access article is distributed under a  
                                    Creative Commons Attribution (CC-BY-NC) 4.0 licence  

651 

management. Kumala & Priantilianingtiasari (2024) state that ROA has a positive relationship with 
firm value. Furthermore, Lubis et al. (2025) emphasize that investors tend to consider financial 
performance as a primary indicator in assessing firm value. H4: Financial performance has a positive 
effect on firm value. 

Company age indicates its experience and level of operational stability. Companies that have 
been operating for a long time tend to command higher levels of trust from investors because they 
are perceived as more reliable. Lambey (2021) states that older companies have higher profitability 
than newer companies. Hariyanto & Juniarti (2014) also explain that the longer a company is 
established, the greater its ability to develop efficiency and competitive advantages, which 
positively impacts its value. H5: Company age has a positive effect on firm value. 
 
METHODS 

This study aims to examine the effect of green innovation, green investment, environmental 
performance, financial performance, and company age on firm value, with firm size as a control 
variable. This study uses a quantitative method with a panel data regression approach that combines 
time series and cross-sectional data, using secondary data obtained from annual reports and 
sustainability reports of energy sector companies listed on the Indonesia Stock Exchange (IDX) 
during the period 2021 to 2023. The sample was selected using a purposive sampling technique, with 
the criteria of companies operating in the energy sector, listed on the IDX, and consistently 
publishing financial and sustainability reports during that period. Data were collected through the 
company's official website and the IDX website (www.idx.co.id), then analyzed using EViews 
software to test the relationship between variables through a panel data regression model. This 
approach is expected to provide a comprehensive understanding of the factors that influence firm 
value. 
 

Table 1. Green Innovation Indicators 

No. Category Indicator 

1. Green Product Innovation Products are produced using non-polluting or non-
hazardous materials (environmentally friendly 
materials). (GPI-1) 

Using environmentally friendly product 
packaging. (GPI-2) 

2. Green Process Innovation The production process utilizes innovative 
technologies to reduce energy, water, and waste 
consumption. (GPR-1) 

Components or materials used in the production 
process can be recycled. (GPR-2) 
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Table 2. Operational Measurement of Variables 

No. Variables Measurement Indicators Scale 

Dependent Variable 

1. Company Values 𝑇𝑜𝑏𝑖𝑛′𝑠 𝑄 =
𝑀𝑉𝐸 +  𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 Rasio 

Independent Variables 

1. Green Innovation 𝐺𝐼𝑁 =
∑𝑋𝑗 

𝑁𝑗
 Rasio 

2. Green Investment 
𝐺𝐼𝑉

=
𝑡𝑜𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 𝑜𝑛 𝑡ℎ𝑒 𝑒𝑛𝑣𝑖𝑟𝑜𝑛𝑚𝑒𝑛𝑡,

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

Rasio 

3. 
Environmental 
Performance 

PROPER rating is divided into 5 colors, 
namely: 

● Gold: Skor 5 
● Green: Skor 4 
● Blue: Skor 3 
● Red: Skor 2 
● Black: Skor 1 

Based on the Regulation of the Minister of 
Environment No. 1 of 2021 

Ordinal 

4. 
Financial 
performance 𝑅𝑂𝐴 =

𝑁𝑒𝑡 𝑃𝑟𝑜𝑓𝑖𝑡 

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 𝑥 100% Rasio 

5. Company Age 𝐴𝑔𝑒 = 𝐴𝑔𝑒 𝑇ℎ 𝑡 − 𝐴𝑔𝑒 𝑇ℎ 𝑛 Rasio 

Control Variables 

1. Company Size 𝑆𝑖𝑧𝑒 = (𝐿𝑛) 𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡 Rasio 

 

RESULT AND DISCUSSION  

A summary of descriptive statistics based on the variables used in this study is presented in 
Table 3. Where N is the number of data points studied, the Mean is the average of all data points, 
and the Standard Deviation is the distribution of the data used in the study to describe whether the 
data is homogeneous or heterogeneous and fluctuating. 

 

Table 3. Results of Descriptive Statistical Analysis Test 

  N Minimum Maximum Mean Std. Deviation 

Tobin's Q 87 0.5455 4.5670 1.2713 0.6897 
GIN 87 0.25 0.75 0.36 0.15 
GIV 87 0.00001 0.06295 0.00529 0.01082 
EP 87 3.00 5.00 3.63 0.76 
FP 87 -0.1170 0.6163 0.1386 0.1507 

AGE 87 13.00 63.00 35.68 13.92 
SIZE 87 27.6200 32.7578 30.2510 1.3548 

Source: Data processed by the author using EViews 

 
Based on Table 3, the total observations is 87. The company's value (Tobin's Q) has an average 

of 1.2713 with a standard deviation of 0.6897, indicating variation between companies. Green 
innovation has an average of 0.36, indicating its implementation is still low, with a standard 
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deviation of 0.15. Green investment has a very small average of 0.00529, indicating it is not yet a 
priority. Environmental performance shows an average of 3.63 with a standard deviation of 0.76, 
reflecting sufficient attention to environmental issues but with variation between companies. 
Financial performance has an average of 0.1386 with a standard deviation of 0.1507, indicating 
generally positive performance, although some companies are losing money. The average company 
age is 35.68 years, with quite large age variations among companies in the sample. The average 
company size is 30.2510 with a standard deviation of 1.3548, indicating that most companies are 
large-scale but still show moderate size differences between companies.. 
 

Table 4. t-Test Results 

Variables Prediction Coefficient Sig.  Decision 

C  1.701 0.282  
GIN (+) -0.483 0.245 H1 Ditolak 
GIV (+) -6.063 0.341 H2 Ditolak 
EP (+) 0.020 0.847 H3 Ditolak 
FP (+) 2.662 0.000 H4 Diterima 

AGE (+) 0.001 0.830 H5 Ditolak 
SIZE  -0.023 0.689  

Source: Data processed by the author using EViews. 

 
Based on the calculations in Table 4 above, the regression analysis results are as follows: 

 
Tobins Qit = 1.701 - 0.483 GINit - 6.063 GIVit + 0.020 EPit + 2.662 FPit + 0.001 AGEit - 0.023 

SIZEit 
 
The partial effect of the independent variables on the dependent variable is as follows: 

1. The calculated t-probability value for the Green Innovation variable is 0.122 (0.245/2) > 0.05, 
and the coefficient is negative (-0.483). Therefore, H1 is rejected, meaning Green Innovation 
does not have a positive effect on Firm Value. 

2. The calculated t-probability value for the Green Investment variable is 0.170 (0.341/2) > 0.05, 
and the coefficient is negative (-6.063). Therefore, H2 is rejected, meaning Green Investment 
does not have a positive effect on Firm Value. 

3. The calculated t-probability value for the Environmental Performance variable is 0.423 
(0.847/2) > 0.05, and the coefficient is positive (0.020). Therefore, H3 is rejected, meaning 
Environmental Performance does not have a positive effect on Firm Value. 

4. The calculated t-probability value for the Financial Performance variable is 0.000 (0.000/2) < 
0.05, and the coefficient value is positive at 2.662. Therefore, H4 is accepted, meaning that 
Financial Performance has a positive effect on Firm Value. 

5. The calculated t-probability value for the Firm Age variable is 0.415 (0.830/2) > 0.05, and the 
coefficient value is positive at 0.001. Therefore, H5 is rejected, meaning that Firm Age does not 
have a positive effect on Firm Value. 

 

CONCLUSION 
This study aims to examine the influence of green innovation, green investment, 

environmental performance, financial performance, and company age on firm value, with company 
size as a control variable. The study sample consisted of energy sector companies listed on the 
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Indonesia Stock Exchange (IDX) during the 2021–2023 period. Based on the analysis, the following 
conclusions were drawn: 

1. Green innovation does not significantly influence firm value due to the negative and 
statistically insignificant regression coefficient. This indicates that the high costs and lack of 
short-term benefits from green innovation prevent investors from considering it as a primary 
consideration. 

2. Green investment also does not significantly influence firm value. Although the regression 
line is positive, suboptimal implementation of green investment and a lack of investor 
attention to sustainability issues are the primary causes of this insignificant effect. 

3. Environmental performance has a positive but insignificant effect on firm value. Despite 
efforts to protect the environment, these results indicate that the market still dominates 
valuations based on financial aspects, rather than environmental aspects. 

4. Financial performance has a significant positive effect on firm value. This confirms that 
financial performance remains a primary factor considered by investors in determining firm 
value. 

5. Company age does not significantly influence firm value. Although longer-established 
companies are assumed to be more stable, this does not guarantee higher company value, as 
investors tend to be more interested in factors such as efficiency, innovation, and adaptability 
to change. 

This study has several limitations that may impact the results and accuracy of the analysis. 
First, not all companies publish sustainability reports annually, resulting in incomplete data and 
limiting the completeness of observations. Second, the use of balanced panel data resulted in only 
companies that obtained a complete PROPER rating during 2021–2023 being analyzed, thus limiting 
the sample size. Third, green innovation was measured as a whole without distinguishing between 
different types or categories of innovation, preventing the contribution of each aspect from being 
specifically evaluated. Therefore, future research is recommended to expand the research object to 
other sectors such as finance or consumer goods, and to add new variables such as corporate 
governance or environmental risk. Furthermore, the use of a longer period and a qualitative or 
mixed methods approach is expected to produce more in-depth analysis and stronger 
generalizations. 
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