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Abstract 
This study aims to examine the effect of corporate social responsibility and environmental performance on financial 
performance, with green innovation as a mediating variable. The independent variables in this study are corporate social 
responsibility and environmental performance, while financial performance is measured using Return on Assets serves as the 
dependent variable and green innovation as the mediating variable. 
The population of this study consists of manufacturing companies listed on the Indonesia Stock Exchange during the 2021–
2024 period. The sampling technique used was purposive sampling, resulting in 160 research samples. The analytical method 
used in this study was panel data regression analysis processed using EViews 12. This study also used the Sobel test to 
examine the role of green innovation as a mediating variable. 
The findings reveal that corporate social responsibility and environmental performance have no significant effect on financial 
performance, while green innovation has a significant effect on financial performance. The Sobel test results indicate that 
green innovation is unable to mediate the effect of corporate social responsibility and environmental performance on financial 
performance.  
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Introduction 
The increasingly dynamic and competitive business 
environment encourages companies not only to focus on 
achieving financial profits but also to pay attention to the 
environmental and social impacts of their operational 
activities. Financial performance is one of the most widely 
used indicators to measure a company's success. Companies 
that are able to manage their operational activities 
responsibly, particularly in environmental aspects, have the 
potential to gain a positive image among stakeholders, 
which in turn can support improvements in financial 
performance (Kurniawan et al., 2023) [36]. However, the 
expansion of operational activities may also increase energy 
consumption, raw material usage, production costs, and the 
risk of environmental pollution. This condition can be 
observed in PT Mayora Indah Tbk, which recorded an 
increase in revenue from IDR 30.669 trillion in 2022 to IDR 
31.485 trillion in 2023, with a Return on Assets of 13.38%. 
Although this reflects strong financial performance, the 
increase in operational activities may also generate greater 
environmental impacts if not managed effectively. 
As a commitment to sustainability, companies are required 
to implement Corporate Social Responsibility as stipulated 
in Law Number 40 of 2007. The government also imposes 
sanctions on companies that fail to fulfill their 
environmental obligations, as regulated in Law Number 6 of 
2023[1]. Nevertheless, several companies continue to violate 
these regulations. One example is PT Toba Pulp Lestari 
Tbk, which has attracted public attention due to allegations 
of ecosystem degradation and social conflicts in the Lake 
Toba area. Furthermore, increasing carbon emissions 
resulting from the use of fossil fuels have accelerated 
climate change and heightened the risk of natural disasters 
(Mikhaylov et al., 2020) [22]. These phenomena indicate that 

companies need to adopt more environmentally and socially 
responsible business practices. 
In addition to CSR, environmental performance is another 
important factor that may contribute to the improvement of 
a company’s financial performance. Environmental 
performance reflects a company’s ability to manage the 
environmental impacts of its operations, including 
emissions, waste, and resource utilization. In Indonesia, 
corporate environmental performance is evaluated through 
the PROPER. PROPER data for the 2021–2024[2, 19] period 
indicate an increase in the number of companies receiving 
gold and green ratings. However, during the same period, 
the number of companies receiving Red and Black ratings 
also increased. This condition suggests that the level of 
compliance and awareness regarding environmental 
management remains uneven among companies. 
To support sustainability while enhancing competitiveness, 
the implementation of green innovation is essential. 
According to Chouaibi et al., (2022) [5], green innovation 
refers to a strategy focused on developing environmentally 
friendly products, processes, and technologies that can 
contribute to improved financial performance. Moreover, 
the implementation of CSR supported by green innovation 
has the potential to strengthen stakeholder trust and enhance 
corporate reputation (Freeman et al., 2004) [8]. 
However, previous studies have produced inconsistent 
findings. Several studies have found that CSR positively 
affects financial performance, both directly and indirectly 
through green innovation (Aftab et al., 2023; Sarfraz et al., 
2023) [1, 31]. In contrast, Kraus et al. (2020) [16] found that the 
effect of CSR on financial performance is more effectively 
realized through green innovation. Similar inconsistencies 
have been identified in the relationship between 
environmental performance and financial performance. 
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Marcelina et al., (2023) [20] reported a positive effect, 
whereas Meiyana & Aisyah, (2019) [21] found that 
environmental performance has no significant effect on 
financial performance. Furthermore, the use of green 
innovation as a mediating variable remains relatively 
limited, particularly in manufacturing companies, which are 
characterized by a high risk of environmental 
pollution.Based on these empirical phenomena and the 
inconsistencies in previous research findings, a research gap 
remains regarding the effect of CSR and environmental 
performance on financial performance, as well as the 
mediating role of green innovation. Therefore, this study 
aims to provide empirical evidence on the effect of 
Corporate Social Responsibility and environmental 
performance on financial performance, with green 
innovation serving as a mediating variable, in 
manufacturing companies listed on the Indonesia Stock 
Exchange. 
 
Theoretical Framework and Hypothesis Formulation 
Stakeholder Theory states that companies have a 
responsibility to create value for all parties affected by their 
activities, not solely for shareholders (Freeman, 1984). 
Stakeholder support is a crucial factor influencing corporate 
sustainability; therefore, management must consider 
economic, social, and environmental aspects in every 
decision-making process (Freeman et al., 2004) [8]. In the 
context of this study, the implementation of Corporate 
Social Responsibility (CSR) and the improvement of 

environmental performance represent efforts to fulfill 
stakeholder expectations, which can enhance trust, 
strengthen corporate reputation, and support improvements 
in financial performance (Ardani & Mahyuni, 2020; 
Ramadhan & Handayani, 2018) [3, 27]. 
Legitimacy Theory explains that a company’s survival 
depends on its ability to operate in accordance with societal 
values, norms, and expectations (Dowling & Pfeffer, 1975) 
[7]. To obtain and maintain legitimacy, companies need to 
demonstrate their commitment to social and environmental 
responsibilities through CSR implementation, improved 
environmental performance, and the adoption of green 
innovation (Kholmi & Nafiza, 2022). Strong legitimacy 
enhances stakeholder trust, strengthens corporate reputation, 
and ultimately contributes positively to financial 
performance (Chouaibi et al., 2022) [5]. 
The Natural Resource-Based View Theory emphasizes that 
a company’s competitive advantage can be achieved 
through its ability to effectively manage natural resources 
and implement environmentally sustainable strategies (Hart, 
1995) [10]. This theory considers environmental performance 
and green innovation as strategic capabilities that can create 
long-term value for firms (Sarfraz et al., 2023) [31]. Through 
pollution prevention, environmentally friendly product 
stewardship, and sustainable development initiatives, 
companies can improve operational efficiency while 
simultaneously enhancing financial performance (Hart & 
Dowell, 2011) [11]. 

 

 
 

Theoretical Framework 
Hypothesis Formulation 
The Effect of Corporate Social Responsibility on 
Financial Performance 
Corporate Social Responsibility is a form of a company's 
commitment to managing the social and environmental 
impacts arising from its operational activities. Based on 
stakeholder theory, the implementation of CSR can increase 
stakeholder trust, create a positive image, and gain support 
from stakeholders, thereby helping companies build better 
relationships with various interested parties. These 
conditions have the potential to improve operational 
efficiency and support the enhancement of corporate 
financial performance (Saleh et al., 2008) [29]. Nawawi & 
Murtanto, (2025) [24] found that CSR can strengthen 
corporate reputation and customer loyalty, while Aftab et 
al., (2023) [1] and Liu et al., (2024) [19] found that effective 
CSR implementation can improve a company's competitive 
advantage and financial performance. 

H1: Corporate Social Responsibility has a positive effect on 
financial performance. 
 
The Effect of Environmental Performance on Financial 
Performance 
Environmental performance reflects a company's ability to 
manage the environmental impacts of its operations through 
the implementation of practices that are consistent with 
sustainability principles. Based on Legitimacy Theory, 
companies with good environmental performance will gain 
support and legitimacy from society, thereby strengthening 
their operational sustainability (Ani, 2021) [2]. In addition, 
optimal environmental performance can enhance corporate 
reputation and generate positive responses from 
stakeholders, which ultimately lead to improved financial 
performance (Supadi & Sudana, 2018) [35]. The findings of 
Suaidah & Putri, (2020) [34] also indicate that companies 
with good environmental performance tend to achieve 
higher financial performance. 
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H2: Environmental performance has a positive effect on 
financial performance. 
 
The Effect of Green Innovation on Financial 
Performance 
Green innovation is an important strategy for developing 
sustainable processes, products, and technologies to reduce 
pollution, optimize energy use, and utilize resources more 
efficiently (Nawawi & Murtanto, 2025) [24]. However, its 
implementation requires substantial investment in 
environmentally friendly technologies, innovation 
development, and operational adjustments, which may 
increase corporate costs and negatively affect financial 
performance in the short term (Intari & Khusnah, 2023; 
Przychodzen et al., 2019) [13, 26]. According to the NRBV 
theory, green innovation is a source of competitive 
advantage that creates added value for companies, although 
its economic benefits cannot be realized immediately 
because they require time to achieve optimal effectiveness 
(Kahfi & Surianti, 2025) [14]. Therefore, this study proposes 
the hypothesis that green innovation has a significant 
negative effect on financial performance. 
 
H3: Green Innovation has a negative effect on financial 
performance. 
 
The Effect of Corporate Social Responsibility on Green 
Innovation 
The implementation of CSR encourages companies to 
develop green innovation as a form of environmental 
responsibility and fulfillment of stakeholder expectations. In 
addition, CSR can help companies obtain the resources and 
support needed to develop environmentally friendly 
innovations (Novitasari & Tarigan, 2022; Yuan & Cao, 
2022) [25, 37]. In line with the NRBV, CSR and green 
innovation are complementary strategies that enhance 
corporate sustainability and competitiveness. Studies by 
(Bonsu et al., 2024; Kraus et al., 2020; Leniwati et al., 
2023) [4, 16, 18] provide evidence that CSR plays a role in 
encouraging the development of green innovation. 
 
H4: Corporate Social Responsibility has a positive effect on 
Green Innovation. 
 
The Effect of Environmental Performance on Green 
Innovation 
Good environmental performance demonstrates a company's 
commitment to managing environmental impacts while 
complying with applicable regulations. Based on NRBV 
Theory, companies with optimal environmental 
performance tend to develop internal capabilities that 
support the creation of green innovation as a source of 
competitive advantage. These efforts are undertaken to 
improve operational efficiency, reduce environmental 
impacts, and strengthen corporate sustainability (Leniwati et 
al., 2023) [18]. 
 
H5: Environmental performance has a positive effect on 
Green Innovation. 
 
The Effect of Corporate Social Responsibility on 
Financial Performance through Green Innovation 
Green innovation plays an important role as a mechanism 
linking Corporate Social Responsibility (CSR) and financial 

performance by enabling companies to develop more 
efficient and environmentally friendly products and 
processes, thereby enhancing competitiveness and 
generating economic benefits (Bonsu et al., 2024; Haryanto 
et al., 2025) [4, 12] . Consistent with Chouaibi et al., (2022) 
[5], green innovation can mediate the relationship between 
CSR and financial performance, while reducing resource 
and energy consumption contributes to operational 
efficiency and profitability (Dewi & Zagladi, 2025; 
Leniwati et al., 2023) [6, 18]. This perspective is supported by 
the NRBV, which emphasizes that environmental 
capabilities such as green innovation can create competitive 
advantages and improve financial performance through cost 
efficiency, enhanced reputation, and increased investor 
confidence (Hart & Dowell, 2011) [11]. 
 
H6: Green Innovation mediates the effect of Corporate 
Social Responsibility on financial performance. 
 
The Effect of Environmental Performance on Financial 
Performance through Green Innovation 
Good environmental performance can encourage companies 
to develop green innovation in order to improve resource-
use efficiency, reduce operational costs, and strengthen 
corporate competitiveness. Based on NRBV Theory, green 
innovation is a strategic capability that can transform 
environmental commitment into economic benefits and 
long-term competitive advantage. Studies by Leniwati et al., 
2023; Shuwaikh et al., 2023[18, 33] indicate that green 
innovation can serve as a mechanism linking environmental 
performance to improved corporate financial performance. 
 
H7: Green Innovation mediates the effect of environmental 
performance on financial performance. 
 
Research Methodology  
Population and Sample 
This study focuses on manufacturing companies listed on 
the Indonesia Stock Exchange (IDX) during the 2021–
2024[2, 19] period. The manufacturing sector was selected 
because it is characterized by a high level of operational 
activity and has a significant impact on social and 
environmental aspects, making it highly relevant to the 
variables of Corporate Social Responsibility (CSR), 
environmental performance, green innovation, and financial 
performance. In addition, this sector provides relatively 
complete and consistent data through annual reports and 
sustainability reports. The sample was selected using the 
purposive sampling method based on the following criteria: 
1. Manufacturing companies listed on the Indonesia Stock 

Exchange (IDX) during the 2021–2024[2, 19] period. 
2. Companies that disclose CSR activities and information 

related to green innovation in their annual reports or 
sustainability reports during the observation period. 

3. Companies that have PROPER rating data available to 
measure environmental performance. 

4. Companies that present their financial statements in 
Indonesian Rupiah (IDR). 

 
Variables and Their Measurement 
This study employs dependent, independent, and mediating 
variables. The dependent variable is financial performance, 
which is proxied by return on assets. The independent 
variables consist of Corporate Social Responsibility and 
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environmental performance. Meanwhile, green innovation is 
used as a mediating variable to explain the mechanism 
through which CSR and environmental performance 

influence financial performance. The following are the 
variables used in this study along with their respective 
measurement methods. 

 
Table 1: Measurement of Variables 

 

Variables Defenisi Measurements 
Dependent 

Variable (Y) 
Financial 

Performance (ROA) 
A measure that indicates a company's ability to generate profits 

from its operational activities. Net Income / Total Assets × 100% 

Independent 
Variable (X) 

Corporate Social 
Responsibility (CSR) 

The obligations incurred by a company as a result of its 
operational activities. 

Number of CSR Indicators 
Disclosed / Total CSR Indicators 

Environmental 
Performance (KL) 

A company's capability to comply with sound environmental 
standards. 

PROPER Score (Gold = 5, Green = 
4, Blue = 3, Red = 2, Black = 1) 

Mediating 
Variable (M) 

Green Innovation 
(GI) 

The development of production processes to minimize 
environmental damage through energy efficiency, pollution 

reduction, and recycling in order to support sustainable products. 

Number of Green Innovation 
Indicators Disclosed Total Green 

Innovation Indicators 
 
Research Model 
The data in this study were processed using EViews 12 and 
analyzed through panel data regression analysis. This 
method was employed to examine the effect of Corporate 
Social Responsibility and environmental performance on 
financial performance, with green innovation acting as a 
mediating variable in manufacturing companies listed on the 
Indonesia Stock Exchange during the 2021–2024[2, 19] 
period. The data analysis was conducted through several 
stages, including descriptive statistics, panel data regression 
model selection, panel data regression analysis, hypothesis 
testing, and mediation testing using the Sobel Test. 
Descriptive statistics were used to provide an overview of 
the characteristics of the research data by presenting the 
mean, maximum, minimum, and standard deviation values. 
Furthermore, three panel data regression models were 
considered, namely the Common Effect Model (CEM), 
Fixed Effect Model (FEM), and Random Effect Model 
(REM). The most appropriate model was selected through 
the Chow test, Hausman test, and Lagrange Multiplier test. 
Hypothesis testing was conducted using panel data 
regression analysis through the F-test, t-test, and coefficient 

of determination (R²). The F-test was used to assess the 
feasibility of the regression model, the t-test was employed 
to examine the partial effects of the independent variables 
on the dependent variable, and the coefficient of 
determination (R²) was used to measure the ability of the 
independent variables to explain the dependent variable. In 
addition, the Sobel test was applied to examine the 
mediating role of green innovation in the relationship 
between CSR, environmental performance, and financial 
performance. 
 
Results of Research and Discussion 
Research Sample Description 
This study uses secondary data obtained from companies’ 
annual reports, sustainability reports, and PROPER data. 
The population consists of manufacturing companies listed 
on the Indonesia Stock Exchange (IDX) during the 2021–
2024[2, 19] period. The research sample was selected using a 
purposive sampling method based on predetermined criteria. 
The sample selection process was conducted through the 
following stages: 

 
Table 2: Sample Selection 

 

No. Sample Criteria Quantity 
1. Manufacturing companies listed on the Indonesia Stock Exchange (IDX) during 2021–2024[2, 19]. 344 
2. Companies newly listed during 2021[2]-2024. (77) 
3. Companies delisted during 2021[2]- 2024. (1) 
4. Companies that did not publish annual reports and sustainability reports during the 2021–2024[2, 19]. (15) 
5. Companies with no PROPER information available during 2021[2]–2024. (201) 
6.  Companies whose financial statements were not presented in Indonesian Rupiah (IDR). (10) 

Total Sample Companies 40 
Total Research Observations (40 × 4) 160 

 
Descriptive Statistics 
Based on the descriptive statistics results, financial 
performance has a mean value of 0.072162 and a standard 
deviation of 0.083077. These results indicate that the 
financial performance of the sample companies is relatively 
stable, with low variability across firms during the 
observation period.  
The Corporate Social Responsibility variable has a mean 
value of 0.431113 and a standard deviation of 0.098960. 
This finding suggests that the level of CSR disclosure 
among the sample companies is moderate, with relatively 
small differences in disclosure practices across firms. 
Meanwhile, environmental performance records a mean 

value of 3.168750 and a standard deviation of 0.551976, 
indicating a moderate degree of variation in environmental 
performance among the sampled companies.  
Furthermore, green innovation has a mean value of 
0.825000 and a standard deviation of 0.142418. These 
values indicate that the adoption of green innovation among 
the sample companies is relatively high and remains fairly 
consistent across firms. Overall, the descriptive statistics 
suggest variations in corporate characteristics regarding 
CSR disclosure, environmental performance, green 
innovation practices, and financial performance 
achievement during the 2021–2024[2, 19] study period. 
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Table 3: Descriptive Statistics 
 

 N Red Max Min Std. Deviation 
ROA 160 0,072162 0,309881 -0,203234 0,083077 
CSR 160 0,431113 0,681319 0,241758 0,098960 
KL 160 3,168750 5,000000 2,000000 0,551976 
GI 160 0,825000 1,000000 0,500000 0,142418 

Source: Output Eviews 12, 2026 
 
Panel Data Estimation Model Determination 
The selection of the panel data regression model was 
conducted to determine the most appropriate model among 
the CEM, FEM, and REM using the Chow test, Hausman 
test, and Lagrange Multiplier test. For Model 1, which 
examines the effect of Corporate Social Responsibility, 
environmental performance, and green innovation on 
financial performance, the Chow test produced a probability 
value of 0.0000, which is lower than the significance level 
of 0.05. This result indicates that the FEM is more 
appropriate than the CEM. Furthermore, the Hausman test 
yielded a probability value of 0.0014, which is below 0.05, 
confirming that the FEM is the most suitable model for 
analyzing the effects of CSR, environmental performance, 
and green innovation on financial performance. 
Meanwhile, for Model 2, which investigates the effects of 
CSR and environmental performance on green innovation, 
the Chow test also produced a probability value of 0.0000, 
indicating that the panel data model is preferable to the 
CEM. The Hausman test resulted in a probability value of 
0.9311, which exceeds 0.05, suggesting that the REM is 
more appropriate than the FEM. This finding was further 
supported by the Lagrange Multiplier test, which generated 
a probability value of 0.0000, indicating that the REM is 

preferable to the CEM. Therefore, the REM was selected as 
the best model for Model 2. Accordingly, this study 
employs the FEM for Model 1 and the REM for Model 2 as 
the basis for hypothesis testing. 
 
Multicollinearity Test 
The multicollinearity test was conducted to determine 
whether there is a high correlation among the independent 
variables in the research model. The test results indicate that 
all correlation coefficient values among the independent 
variables in both Model 1 and Model 2 are below the 
threshold of 0.80. Therefore, it can be concluded that neither 
research model suffers from multicollinearity problems. 
 
Heteroscedasticity Test 
The heteroscedasticity test results indicate that all 
independent variables in this study have probability values 
above the significance level of 0.05. Both Model 1 and 
Model 2 also exhibit probability values greater than 0.05. 
Based on these results, it can be concluded that the 
regression models are free from heteroscedasticity 
problems. These findings indicate that the residual variance 
is constant (homoscedasticity), suggesting that the 
regression models used are appropriate and reliable for 
hypothesis testing. 
 
Hypothesis Testing 
Based on the results of the panel data regression model 
selection, the best models employed in this study are the 
FEM for Model 1 and the REM for Model 2. The regression 
equations of the study are formulated as follows: 

 

 
 

Coefficient of Determination (R²) Test 
The Adjusted R-Squared value for Model 1 is 0.799895, 
indicating that CSR, environmental performance, and green 
innovation collectively explain 79.99% of the variation in 
financial performance, while the remaining 20.01% is 
explained by other factors outside the model. Meanwhile, 
the Adjusted R-Squared value for Model 2 is 0.010046, 
indicating that CSR and environmental performance explain 
1.00% of the variation in green innovation, whereas the 
remaining 99.00% is influenced by other factors not 
included in the research model. 
 
F-Test (Simultaneous Significance Test) 
The simultaneous test results for Model 1 show an F-
statistic value of 16.13297 with a Prob (F-statistic) value of 
0.000000 < 0.05. These results indicate that the regression 
model meets the model feasibility criteria. Furthermore, 
CSR, environmental performance, and green innovation 
simultaneously have a significant effect on financial 
performance. Meanwhile, for Model 2, the F-statistic value 
is 1.806748 with a Prob (F-statistic) value of 0.167584 > 
0.05. These results indicate that the regression model is not 
statistically significant when tested simultaneously. 
Therefore, Corporate Social Responsibility (CSR) and 

environmental performance jointly do not have a significant 
effect on green innovation. 
 
t-Test (Partial Significance Test) 
The partial test results for Model 1 indicate that Corporate 
Social Responsibility does not have a significant effect on 
financial performance, with a probability value of 0.1575 > 
0.05. In addition, environmental performance also does not 
have a significant effect on financial performance, with a 
probability value of 0.1339 > 0.05. Meanwhile, green 
innovation has a significant negative effect on financial 
performance, with a probability value of 0.0015 < 0.05. For 
Model 2, the CSR variable does not have a significant effect 
on green innovation, with a probability value of 0.0994 > 
0.05. Furthermore, environmental performance also does not 
have a significant effect on green innovation, with a 
probability value of 0.4431 > 0.05. 
 
Sobel Test 
The Sobel test results indicate that green innovation is 
unable to mediate the effect of Corporate Social 
Responsibility on financial performance, as evidenced by a 
calculated t-value of 1.50, which is lower than the t-table 
value of 1.98. In addition, green innovation is also unable to 
mediate the effect of environmental performance on 
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financial performance, with a calculated t-value of -0.96, 
which is lower than the t-table value of 1.98. Therefore, 
green innovation  

does not serve as a mediating variable in the relationship 
between CSR and environmental performance on financial 
performance. 

 
Table 4: Test Result 

 

 
Model 1 Model 2 

Model Determination Test Results 
Chow Test Prob. Chi-Square 0,0000 Prob. Chi-Square 0,0000 

Hausman Test Prob. 0,0014 Prob. 0,9311 
Lagrange Multiplier Test Prob. 0,0000 Prob. 0,0000 
SELECTED MODELS FEM REM 

Hypothesis Test Results 
Coefficient Determination Test Adjusted R-Squared 0,799895 Adjusted R-Squared 0,010046 

Test F Prob. 0,000000 Prob. 0,167584 
T test CSR Prob. 0,1575 CSR Prob. 0,0994 

 KL Prob. 0,1339 KL Prob. 0,4431 

 GI Prob. 0,0015  
Sobel Test t-statistic 1,50 t-statistic -0,96 

 
t-table 1,98 t-table 1,98 

 Insignificant Insignificant 
Source: Output Eviews 12, 2026 
 
Interpretation of Results 
The Effect of Corporate Social Responsibility on 
Financial Performance 
Referring to the results of the hypothesis testing presented in 
Table 4.10, the CSR variable has a significance value of 
0.1575 > 0.05 with a positive coefficient of 0.065776 (H1 is 
rejected). These findings indicate that CSR disclosure has 
not been able to exert a significant effect on a company's 
financial performance. This condition may occur because 
the amount of resources allocated to CSR activities does not 
necessarily guarantee the effectiveness of their 
implementation or the quality of CSR disclosure carried out 
by the company. As a result, the expected economic 
benefits, such as improved reputation, increased investor 
confidence, and higher sales, may not be realized optimally. 
These findings are consistent with the studies conducted by 
Nabila & Sutjahyani, (2023) and Sahid & Henny, (2023) [28], 
which found that CSR does not have a significant effect on 
financial performance because its implementation has not 
been able to generate tangible economic benefits for the 
company. 
 
The Effect of Environmental Performance on Financial 
Performance 
The hypothesis testing results indicate that the 
environmental performance variable has a significance 
value of 0.1339 > 0.05 with a negative regression coefficient 
of -0.020906 (H2 is rejected). These findings suggest that 
environmental performance has not been able to exert a 
significant effect on a company's financial performance. 
This condition may be attributed to the limited attention 
paid by investors and the public to environmental 
performance information, particularly PROPER ratings, in 
economic decision-making processes. As a result, strong 
environmental performance achievements have not been 
able to enhance the company's image or generate direct 
financial benefits. These findings are consistent with the 
study conducted by Setyaningsih & Asyik, (2016) [32], which 
found that environmental performance does not provide 
direct economic benefits and therefore does not have a 
significant effect on financial performance. 

The Effect of Green Innovation on Financial 
Performance 
The hypothesis testing results indicate that the green 
innovation variable has a significance value of 0.0015 < 
0.05 with a negative regression coefficient of -0.141398 (H3 
is accepted). These findings demonstrate that green 
innovation has a significant negative effect on a company's 
financial performance. This condition suggests that the 
implementation of green innovation still requires substantial 
investment, including expenditures on research and 
development, the acquisition of environmentally friendly 
technologies, and adjustments to the company's operational 
processes. These considerable costs imply that the financial 
benefits generated have not yet been able to offset the 
expenses incurred by the company in the short term. These 
findings are consistent with the studies conducted by Kahfi 
& Surianti, (2025) [14] and Przychodzen et al., (2019) [26], 
which found that the implementation of green innovation 
can increase a company's financial burden and consequently 
have a negative impact on financial performance. 
 
The Effect of Corporate Social Responsibility on Green 
Innovation 
Based on the hypothesis testing results presented in Table 
4.19, the CSR variable has a significance value of 0.0994 > 
0.05 with a positive regression coefficient of 0.151706 (H4 
is rejected). These findings indicate that CSR has not been 
able to significantly promote green innovation. This 
condition may occur because CSR implementation in 
companies is still primarily focused on fulfilling social 
responsibilities and enhancing corporate image rather than 
serving as a strategy for developing environmentally 
friendly innovations. In addition, the substantial allocation 
of CSR funds may reduce the resources available to support 
the development of green innovation. These findings are 
consistent with the study conducted by Wan et al., (2023) 
[36], which found that CSR is more oriented toward 
achieving social legitimacy than fostering environmental 
innovation. 
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The Effect of Environmental Performance on Green 
Innovation 
The hypothesis testing results indicate that the 
environmental performance variable has a significance 
value of 0.4431 > 0.05 with a positive regression coefficient 
of 0.018201 (H5 is rejected). These findings suggest that 
strong environmental performance has not been able to 
significantly promote green innovation. This condition may 
occur because the development of green innovation requires 
substantial investment, involves a high level of risk, and 
entails a relatively long implementation period. As a result, 
companies tend to prioritize operational efficiency and 
business sustainability rather than comprehensively 
developing environmentally friendly innovations. These 
findings are consistent with the studies conducted by Zhang 
et al., (2022) [38] and González-Blanco et al., (2018) [9]. 
 
The Effect of Corporate Social Responsibility on 
Financial Performance through Green Innovation 
Based on the Sobel test results, the calculated t-value is -
1.50, which is lower than the t-table value of 1.98 (H6 is 
rejected). These findings indicate that green innovation is 
unable to mediate the effect of CSR on a company's 
financial performance. This condition may be attributed to 
the high costs associated with implementing green 
innovation, resulting in economic benefits that have not yet 
been sufficient to improve financial performance optimally. 
Furthermore, the benefits derived from green innovation 
tend to be realized over the long term, limiting its ability to 
strengthen the relationship between CSR and financial 
performance. These findings are consistent with the study 
conducted by Saputra et al., (2024) [30], which found that 
green innovation is unable to mediate the relationship 
between CSR and financial performance. 
 
The Effect of Environmental Performance on Financial 
Performance through Green Innovation 
Based on the Sobel test results, the calculated t-value is -
0.96, which is lower than the t-table value of 1.98 (H7 is 
rejected). These findings indicate that green innovation is 
unable to mediate the effect of environmental performance 
on a company's financial performance. This condition may 
occur because the implementation of green innovation still 
requires substantial investment costs, while the resulting 
financial benefits tend to be realized only in the long term. 
In addition, companies often adopt green innovation 
primarily as a means of complying with environmental 
regulations rather than as a strategy for enhancing financial 
performance. These findings are consistent with the study 
conducted by Intari & Khusnah, (2023) [13], which found 
that green innovation is unable to significantly mediate the 
relationship between environmental performance and 
financial performance. 
 
Conclusion, Limitations, and Recommendations 
Based on the results of the analysis and hypothesis testing, 
this study demonstrates that Corporate Social Responsibility 
(CSR) and environmental performance do not have a 
significant effect on financial performance. These findings 
indicate that the implementation of CSR and the 
achievement of environmental performance have not been 
able to directly improve a company's financial performance. 
On the other hand, green innovation has a significant 
negative effect on financial performance, suggesting that the 

implementation of environmentally friendly innovations 
tends to reduce financial performance in the short term due 
to the relatively high investment and implementation costs 
involved. Furthermore, CSR and environmental 
performance do not have a significant effect on green 
innovation. The results also reveal that green innovation is 
unable to mediate the effect of CSR and environmental 
performance on financial performance. These findings 
suggest that the economic benefits of implementing green 
innovation cannot be realized immediately and require time 
before generating optimal financial outcomes. Overall, the 
results indicate that the relationship between CSR, 
environmental performance, and financial performance 
cannot be explained through the mechanism of green 
innovation in manufacturing companies included in the 
sample during the 2021–2024[2, 19] period. 
In interpreting these findings, several limitations should be 
considered. This study focuses only on manufacturing 
companies listed on the Indonesia Stock Exchange (IDX) 
during the 2021–2024[2, 19] period, which may limit the 
generalizability of the results to other industrial sectors. In 
addition, several companies did not provide complete 
annual reports and sustainability reports throughout the 
observation period, resulting in a limited number of samples 
that met the research criteria. The measurement of CSR and 
green innovation variables was based solely on information 
disclosed in the companies’ annual reports and sustainability 
reports, leaving room for subjectivity in the reporting of 
such information. Moreover, the Adjusted R-Squared value 
of the model explaining green innovation is 0.010046, or 
1.00%, indicating that the research variables explain only 
1.00% of the variation in green innovation, while the 
remaining 99.00% is influenced by other factors outside the 
research model. 
Based on these findings and limitations, future research is 
encouraged to incorporate additional variables that may 
influence financial performance, such as environmental 
cost, green accounting, and relevant control variables 
including firm size, in order to provide a more 
comprehensive explanation of the relationships among CSR, 
environmental performance, green innovation, and financial 
performance. Future studies are also recommended to 
broaden the scope of research by including industrial sectors 
other than manufacturing and extending the observation 
period, thereby providing a more representative and 
comprehensive understanding of the relationships among 
the variables examined. 
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