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ABSTRACT 

This study aims to examine the effect of green accounting and tax avoidance on firm value, with the board of directors as a moderating 

variable. The research uses a quantitative approach with panel data regression analysis based on 86 manufacturing companies listed on 

the Indonesia Stock Exchange (IDX) from 2019 to 2023, totalling 430 firm-year observations. The results show that green accounting 

has a significant negative effect on firm value, indicating that environmental cost disclosures are not yet perceived positively by the 

market. Meanwhile, tax avoidance has a significant positive effect, reflecting its perception as an efficiency strategy by investors. 

Although the board of directors does not directly affect firm value, it significantly moderates the relationships between the independent 

variables and firm value: weakening the negative impact of green accounting and strengthening the positive impact of tax avoidance. 

These findings highlight the importance of corporate governance in managing environmental and fiscal strategies to optimize firm value. 
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INTRODUCTION 

The success of a company can be seen from its ability to achieve profit targets and improve the 

welfare of its owners, according to Hery (2015). From the perspective of financial management, the 

main objective of a company is to enhance the welfare of its shareholders, where the higher the firm 

value, the greater the prosperity enjoyed by its owners. Firm value reflects expectations of future 

earnings and serves as a benchmark for the market in assessing both the performance and overall 

prospects of the company (Manopo & Arie, 2016). This condition influences shareholders’ decisions 

to retain their investments while also attracting potential investors to invest. In other words, an increase 

in stock prices will raise the firm value, while a decrease in stock prices will reduce the firm value.

  

According to Wijaya (2014), the magnitude of a company’s value can be observed from its stock 

price stability and long-term growth. Therefore, the company’s profitability has a direct impact on the 

increase in firm value. Consequently, the implementation of financial management functions must be 

carried out with caution and precision, since every financial decision taken will affect other financial 

decisions, which in turn will influence the firm’s value. 

According to the Financial Statement Fundamental Analysis Report of PT Unilever Indonesia in 

2022, the company with the stock code UNVR (PT Unilever Indonesia Tbk) experienced a net profit 

decline of 3.1% in 2020 compared to the previous year. Net profit decreased from IDR 7.39 trillion in 

2019 to IDR 7.16 trillion in 2020. This decline was the result of the COVID-19 pandemic, which 

weakened consumer purchasing power and led to a decrease in product demand. In addition, UNVR’s 

stock price also experienced a decline during this period. 
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In 2019, UNVR’s stock price was at IDR 42,000, but it dropped to IDR 7,350 per share in 2020, 

reflecting a decline of around 12.5%. This indicates the negative impact of market conditions and the 

company’s declining financial performance. Despite the downturn in financial performance, PT 

Unilever Indonesia remains committed to implementing green accounting principles in its operations. 

The company has reported efforts to reduce its carbon footprint and enhance product sustainability. 

This is evidenced by PT Unilever Indonesia ranking 5th in ESG (Environmental, Social, Governance) 

among 104 household product companies worldwide, according to the Sustainalytics ESG Rating 

Report (2023) obtained by PT Unilever Indonesia. Based on these phenomena, the author deems it 

necessary to analyze the factors that influence firm value. 

Green Accounting is the process of recognizing, measuring, recording, and reporting 

environmental costs arising from a company’s activities. Its purpose is to provide relevant information 

regarding the environmental impacts of business operations and to support more sustainable decision-

making (Lako, 2018). The implementation of green accounting demonstrates that a company is 

committed to environmental responsibility. This, in turn, can enhance the company’s image in the eyes 

of the public and investors. Research conducted by Yuliani & Prijanto (2022) found that the application 

of green accounting has a significant effect on firm value. 

Tax avoidance is a strategy used by companies to reduce their tax liabilities by exploiting loopholes 

in tax regulations. Although legal, this practice is often considered controversial and can affect a 

company’s reputation, according to Sugiyanto (2018). Tax avoidance can also increase a company’s 

net profit by reducing the amount of tax that must be paid. By lowering tax expenses, companies can 

retain more profit for reinvestment or distribution to shareholders. This is supported by research 

conducted by Setiyaningsih (2018), which shows that tax avoidance can contribute to an increase in 

firm value, as higher profits attract greater investor interest. 

An active board of directors in monitoring can minimize agency problems between management 

and shareholders, thereby improving financial performance and firm value, according to Rahmawati 

et al. (2017). Research conducted by Khoirunnisa & Aminah (2022) also shows that the board of 

directors has a positive effect on firm value. Meanwhile, Onasis and Robin (2016) argue that diversity 

within the board of directors can enhance creativity and innovation, which are essential for the 

company’s long-term growth. These improved decisions can have a positive impact on profitability 

and, ultimately, on firm value. 

The research findings of Fitriani et al. (2024) suggest that the implementation of green accounting 

and Material Flow Cost Accounting (MFCA) has a positive and significant impact on firm value. In 

line with these findings, Astuti et al. (2023) emphasize that the application of green accounting not 

only helps companies address environmental issues but also promotes an increase in firm value. This 

research indicates that by implementing green accounting, companies can attract more investors, which 

ultimately enhances their market value. 

Research on the effect of tax avoidance on firm value has also shown mixed results. A study 

conducted by Yuliandana et al. (2020) found that tax avoidance does not significantly affect firm value 

in the manufacturing sector in Indonesia. Meanwhile, research by Victory & Cheisviyani (2016) shows 

that tax avoidance has a positive and significant impact on firm value. This inconsistency in findings 

indicates the need for further research to understand in what contexts tax avoidance may have positive, 

negative, or even no impact on firm value.  
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This research is expected to make a significant contribution to green accounting and tax avoidance, 

as well as their implications for firm value, moderated by the board of directors. The findings of this 

study can provide practical insights for company management in effectively managing environmental 

and taxation issues. Thus, this research is not only valuable from an academic perspective but also 

practical for players in the manufacturing industry. Based on previous studies, such as those by Fitriani 

et al. (2024), it was found that proper implementation of green accounting can enhance firm value 

through greater transparency and more efficient resource management. 

Research by Yuliandana et al. (2020) found that tax avoidance can have a negative effect on firm 

value if perceived as unethical by investors. Meanwhile, Padi & Musah (2022) showed that good 

corporate governance can strengthen the relationship between green accounting and firm value. This 

highlights the need for further research to explore the relationship between these concepts in the 

context of firm value. This study aims to fill the existing research gap and provide a deeper 

understanding of the interaction between green accounting and tax avoidance on firm value, moderated 

by the board of directors. 

 

LITERATURE REVIEW 

2.1 Legitimacy Theory 

Legitimacy theory emphasizes the efforts of organizations to obtain and maintain recognition 

and acceptance from society and stakeholders. Deegan (2018) defines legitimacy as the perception 

or belief that an organization’s activities and objectives are consistent with prevailing social norms. 

Within the corporate context, legitimacy plays a crucial role in long-term sustainability and 

success, as companies perceived as illegitimate are at risk of experiencing serious reputational 

losses. 

The implementation of green accounting can be seen as a company’s effort to gain legitimacy 

by demonstrating its commitment to social and environmental responsibility. By reporting 

environmental costs and the impacts of operational activities, companies can enhance transparency 

and accountability, which ultimately strengthens their positive image in the eyes of stakeholders 

(Aliyyah & Musa, 2024). This is particularly important for manufacturing companies, where issues 

related to environmental impact often become a primary concern. 

2.2 Stakeholder Theory 

Stakeholder theory states that a company’s responsibilities are not limited to shareholders, but 

also extend to various other parties who have an interest in the company’s activities, such as 

employees, consumers, suppliers, society, and the environment. This theory suggests that a 

company’s success depends on its ability to meet the needs and expectations of all involved parties, 

according to Freeman (2020). It encourages companies to commit to social responsibility by 

considering the social and environmental consequences of every business decision they make. This 

includes the implementation of green accounting as a form of environmental responsibility, as 

noted by Hörisch, Schaltegger, & Freeman (2020). 
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2.3 Firm Value 

Firm value is an indicator that reflects investors’ perceptions of a company’s success and future 

potential. Generally, this value is measured through the stock price traded in the capital market. 

Pambudi & Ahmad (2022) state that firm value represents specific achievements gained because 

of public trust after the company has carried out various operational activities over a certain period. 

2.4 Green Accounting  

Green Accounting, or environmental accounting, is an approach in accounting that integrates 

environmental costs into a company’s financial reports. According to Lako (2018), green 

accounting is a process that involves the recognition, valuation, recording, summarizing, reporting, 

and disclosure of information related to objects, transactions, or events that have social and 

environmental impacts. The purpose of this approach is to provide comprehensive and relevant 

information for stakeholders in making both economic and non-economic decisions. 

2.5 Tax Avoidance  

According to Oktaviani et al. (2023), tax avoidance is the lawful utilization of loopholes in tax 

regulations to optimally minimize tax liabilities. Meanwhile, Pohan (2013) explains that tax 

avoidance is a legal tax reduction effort that does not conflict with tax regulations, thus being safe 

for taxpayers. This practice generally exploits loopholes or ambiguities in tax laws and regulations 

to reduce the amount of payable tax. 

2.6 Board of Directors 

The board of directors is one of the key elements of good corporate governance, which 

encompasses the relationship patterns, systems, and processes implemented by the company’s 

organs (such as the directors, board of commissioners, and general meeting of shareholders) to 

provide sustainable long-term value to shareholders, while also considering the interests of other 

related parties, in accordance with applicable laws and prevailing norms (Daniri & Sianturi, 2016). 

According to Mustofa (2017), Good Corporate Governance (GCG) is defined as a structure 

that regulates the harmonious relationship between the board of commissioners, the board of 

directors, shareholders, and other stakeholders. He emphasizes the importance of transparency in 

decision-making processes and company management to prevent asset misuse and improper 

management. 

HYPOTHESIS DEVELOPMENT 

3.1 The Effect of Green Accounting on Firm Value  

Green accounting aims to prepare reports that reflect the environmental impacts of a company’s 

activities. This includes measuring the costs and benefits of actions related to environmental 

protection. Therefore, green accounting is not merely a reporting tool but also a strategy to improve 

corporate performance within the context of sustainability. According to Yani & Wijaya (2024), 

the implementation of green accounting can enhance investor trust, which in turn can increase firm 

value. 

Green Accounting has a positive effect on firm value, though it may be more evident in certain 

sectors. In other sectors, green accounting also contributes positively, but with greater variations 
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compared to intellectual capital (Gantino, Ruswanti, & Widodo, 2023). Furthermore, Ningsi et al. 

(2024) demonstrated that integrating green accounting with firm value analysis can enhance 

financial performance. This practice is effective in improving corporate image as well as 

optimizing environmental resources. Based on this explanation, the researcher proposes the 

following hypothesis: 

H1: Green Accounting has a positive effect on Firm Value. 

The Effect of Tax Avoidance on Firm Value  

Research conducted by Laurenty & Imelda (2023) shows that tax avoidance can increase firm 

value because it reduces the amount of tax payable. When tax expenses decrease, a company’s net 

profit increases, sending a positive signal to investors and potentially driving up stock prices. 

Another study by Fikriyah & Suwarti (2022) also indicates that investors respond positively to tax 

avoidance practices. The greater the company’s efforts to avoid taxes, the higher its firm value, as 

increased net profit ultimately attracts more investors. 

Similarly, the study by Wuldanari & Soetardjo (2022) found that the market views tax 

avoidance practices positively. Their findings demonstrate that tax avoidance has a significant 

effect on increasing firm value. This empirical evidence further strengthens the view that tax 

avoidance strategies can enhance market perceptions of a company’s performance. Based on the 

previous studies supporting the relationship among variables in this research, the proposed 

hypothesis is as follows: 

H2: Tax Avoidance has a positive effect on Firm Value 

The Effect of Board of Directors on Firm Value  

An increase in the number of board members contributes to improving the quality of corporate 

governance, which in turn can enhance firm value, as highlighted in the study by Sondokan et al. 

(2019). This is due to the board’s role in providing valuable information and creative ideas that 

support strategic decision-making. Research conducted by Carolina et al. (2020) also shows that 

the presence of a board of directors has a positive impact on firm value, particularly through its 

effective supervisory function over management. A strong and competent board is often perceived 

as a positive signal for investors, indicating that the company is well-managed. This perspective 

aligns with the findings of Khairani (2019), who stated that good governance can attract more 

investment and contribute to an increase in stock prices. Based on this explanation, the hypothesis 

formulated in this study is as follows: 

H3: The Board of Directors has a positive effect on Firm Value. 

The Board of Directors Moderates the Effect of Green Accounting on Firm Value 

Green accounting aims to prepare reports that reflect the environmental impacts of a company’s 

activities. This includes measuring the costs and benefits of actions related to environmental 

protection. Thus, green accounting functions not only as a reporting tool but also as a strategy to 

improve corporate performance in the context of sustainability. According to Yani & Wijaya 

(2024), the implementation of green accounting can enhance investor trust, which in turn can 

increase firm value. 
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The number of board members can contribute to improving financial performance, as the board 

of directors is responsible for overseeing and providing advice to the board of commissioners. This 

role indirectly positions the board of directors as having an important authority to bridge the 

interests of principals and improve financial performance within a company (Gie, 2019). Ningsi et 

al. (2024) proved that integrating green accounting with firm value analysis can enhance financial 

performance. Strengthening this view, research conducted by Carolina et al. (2020) shows that the 

presence of a board of directors has a positive impact on firm value, particularly through its 

effective supervisory function over management. Based on this explanation, the hypothesis 

proposed in this study is as follows: 

H4: The Board of Directors strengthens the positive effect of Green Accounting on Firm 

Value 

The Board of Directors Moderates the Effect of Tax Avoidance on Firm Value 

Other research by Fikriyah & Suwarti (2022) also shows that investors respond positively to 

tax avoidance practices. The higher the level of tax avoidance carried out by a company, the higher 

its firm value. This is due to the increase in net profit, which in turn attracts more investor interest. 

This statement is reinforced by the findings of Hariyanto & Utomo (2018), who showed that the 

size of the board of directors has a significant negative effect on tax avoidance. This means that 

the larger the size of the board of directors, the lower the level of tax avoidance carried out by the 

company, thereby supporting better firm value creation. 

Furthermore, Wuldanari & Soetardjo (2022) found that tax avoidance is perceived positively 

by market participants. Their results show that tax avoidance has a significant effect on increasing 

firm value. This empirical evidence strengthens the view that tax avoidance practices can enhance 

market perceptions of a company’s performance. Strengthening this perspective, research by 

Carolina et al. (2020) revealed that the presence of a board of directors has a positive impact on 

firm value, particularly through its effective supervisory role over management. Based on these 

findings, the hypothesis proposed in this study is as follows: 

H5: The Board of Directors strengthens the positive effect of Tax Avoidance on Firm Value. 

The conceptual framework of this study explains that green accounting and tax avoidance are 

independent variables that influence firm value as the dependent variable. Green accounting 

reflects a company’s sustainability commitment, while tax avoidance represents efficiency in 

reducing tax burdens; both are expected to impact firm value positively. The board of directors 

acts as a moderating variable that can either strengthen or weaken these relationships through its 

governance and oversight role. Thus, the framework emphasizes that the effect of green accounting 

and tax avoidance on firm value is contingent upon the effectiveness of the board of directors. 
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Fig. 3.1. 

 

METHODOLOGY 

This study employs a quantitative approach using panel data regression to examine the effects of 

green accounting and tax avoidance on firm value, with the board of directors as a moderating variable. 

The research population includes manufacturing companies listed on the Indonesia Stock Exchange 

(IDX) from 2019 to 2023. A purposive sampling technique was applied, resulting in a final sample of 

86 firms, yielding 430 firm-year observations. 

This study applied a purposive sampling method with specific criteria: manufacturing companies 

listed on the Indonesia Stock Exchange (IDX) during 2019–2023, actively operating throughout the 

observation period, and providing complete annual financial reports with available data for all research 

variables. Based on these criteria, 86 companies were selected, yielding 430 firm-year observations. 

The dependent variable is firm value, proxied by the Price to Earnings Ratio (PER). Green 

accounting, as the first independent variable, is measured using a content analysis of environmental 

cost disclosures. Tax avoidance, the second independent variable, is proxied by the Cash Effective Tax 

Rate (CETR). The moderating variable, the board of directors, is measured by the proportion of board 

members to total directors. 

Data were analyzed using STATA 18.0. The analytical procedures include descriptive statistics, 

classical assumption tests (normality, multicollinearity, heteroscedasticity, and autocorrelation), and 

moderated regression analysis (MRA) to test the interaction effects between the independent variables 

and the moderating variable on firm value. 

The main regression equation used in this study to examine the effect of green accounting and tax 

avoidance on firm value, moderated by the board of directors, is as follows: 

 

Model 1: Base Model (Without Moderation)   
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     NP = α + β1GA + β2TA + β3DD + β4PROF + β5LEV + β6SIZE + β7AGE + ε  

 

Model 2: Moderation Model  

 

NP = α + β1GA + β2TA + β3DD + β4GA * DD + β5TA * DD + β6DD + β7PROF + β8LEV + 

β9SIZE + β10AGE + ε 

 

Where: 

 FV = Firm Value       (proxied by Price to Earnings Ratio) 

 GA = Green Accounting 

 TA = Tax Avoidance      (proxied by Cash Effective Tax Rate)  

 BOD = Board of Directors 

 PROF = Profitability 

 LEV = Leverage 

 Size = Firm Size 

 Age = Firm Age 

 α = Constant 

 β = Coefficients  

 ϵ = Error Term 

      These models allow the testing of both the direct and interaction (moderation) effects of green 

accounting and tax avoidance on firm value. 

 

RESULTS 

The descriptive statistics provide an overview of the research variables, including green 

accounting, tax avoidance, board of directors, and firm value. The results show variations in the 

minimum, maximum, mean, and standard deviation values, which indicate the distribution and 

characteristics of the data. Overall, the descriptive analysis illustrates that the research sample has 

sufficient variability across the observed period (2019–2023), ensuring the reliability of subsequent 

regression testing. 

 

TABLE 1 
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Descriptive Statistic Summary 

 

The results of the regression analysis indicate varying effects of the independent variables on firm 

value. Green accounting has a significant negative effect on firm value, suggesting that environmental 

cost disclosures may be perceived by investors as expenses that reduce profitability. Conversely, tax 

avoidance shows a significant positive effect, indicating that efforts to minimize tax obligations are 

viewed favorably by the market as efficiency-enhancing practices. 

The board of directors, as a moderating variable, does not directly affect firm value. However, it 

exhibits a significant moderating influence on both independent variables. Specifically, the board 

weakens the negative impact of green accounting on firm value and strengthens the positive 

relationship between tax avoidance and firm value. This implies that strong governance can help 

mitigate investor concerns regarding environmental costs while reinforcing the benefits of efficient tax 

management. 

Hypothesis testing results indicate that both green accounting and tax avoidance have a significant 

positive effect on firm value, reflecting that environmental initiatives and efficient tax management 

are appreciated by investors. Furthermore, the board of directors plays a moderating role by 

strengthening the relationship between tax avoidance and firm value, while also influencing the link 

between green accounting and firm value. These findings highlight that firm value is shaped not only 

by operational and financial strategies but also by the effectiveness of corporate governance. 
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DISCUSSION 

The findings reveal that green accounting negatively influences firm value, suggesting that 

environmental cost disclosures may be perceived by investors as burdensome expenses that reduce 

profitability. This aligns with research showing that environmental initiatives in emerging markets are 

often undervalued by capital markets due to limited investor awareness or short-term profit orientation. 

In contrast, tax avoidance has a significant positive effect on firm value. This result supports the 

view that shareholders in developing countries like Indonesia may perceive tax-saving strategies as 

signs of managerial efficiency, especially when they increase after-tax profits without legal violations. 

The role of the board of directors as a moderating variable proves essential. Although it does not 

directly affect firm value, it significantly moderates the relationship between both independent 

variables and firm value. The board weakens the negative effect of green accounting—potentially by 

enhancing communication and transparency regarding long-term environmental strategies. 

Meanwhile, it strengthens the positive effect of tax avoidance, likely by ensuring such strategies 

remain within legal and ethical boundaries. 

These findings emphasize the importance of governance in shaping market perceptions of 

managerial actions, especially when such actions involve long-term sustainability versus short-term 

efficiency trade-offs. 

 

TABLE 2 
Hypothesis Testing Summary 
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CONCLUSION 

This study concludes that green accounting has a significant negative effect on firm value, 

indicating that environmental cost disclosures are still perceived as burdens rather than value-adding 

efforts by investors. Conversely, tax avoidance demonstrates a significant positive effect, implying 

that the market tends to appreciate tax-saving strategies as long as they are conducted within legal 

boundaries. 

The board of directors does not significantly affect firm value directly, but it plays an important 

moderating role. It reduces the negative impact of green accounting and amplifies the positive effect 

of tax avoidance on firm value. These findings highlight the role of corporate governance in 

influencing how strategic decisions related to environmental and fiscal matters are perceived by the 

market. 

This research contributes to the understanding of how environmental and tax strategies interact 

with governance mechanisms to affect firm valuation in the Indonesian manufacturing sector. 

 

RECOMMENDATION 

Future research is encouraged to broaden the scope beyond manufacturing companies to include 

other sectors such as services, mining, or finance to improve generalizability. Researchers should also 

consider using additional moderating variables, such as corporate social responsibility (CSR), 

environmental performance ratings, or the ownership structure of the firm. 

Moreover, future studies could explore the role of other corporate governance indicators like board 

independence, board size, or audit committees in moderating the relationship between green 

accounting, tax avoidance, and firm value. Utilizing different proxies or composite indices for green 

accounting disclosure and tax aggressiveness may also yield richer insights. A longer observation 

period may further help in capturing post-pandemic trends and regulatory changes that impact financial 

and environmental strategies. 
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