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Abstract: The ecological degradation have drawn attention towards green 

practices, which are feasible if a sustainable financial system is implemented in its 

true spirit globally.This study examine the relationship between environmental and 

financial performance of highly polluted industry finance through a green loan. 

The concept of the Environment Performance Evaluation System (EPES) as an 

internal management tool is used for information about  an organization’s 

environmental system  performance and its achievement towards environmental 

policy. Some studies show a positive relationship, which means Environmental 

Performance (EP) directly impacts Financial Performance (FP), whereas some 

studies show no association. Descriptive statistics, Correlation, and regression 

analysis are used to establish a relationship between environment and financial 

performance. The result showed no  correlation between environmental and 

financial performance for 2019, but there is a positive correlation in 2020. This 

study offer to stakeholders a meaningful insight for decision-making through green 

finance toward Organizational Environmental Sustainability (OES).  

Keywords: Empirical Analysis, Descriptive Analysis, Environmental 

Performance, Financial Performance, Heavy Polluting Industries, Green loan 

 

1. Introduction 

In today’s scenario, ecological threats 

have risen exponentially, attracting 

various corporate and governmental 

officials for discussion. Every corporate 

adopts environmental sustainability 
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practices in today's era to grow and 

compete with other corporates on the 

global platform.  

According to the Centre for Science and 

Environment, 128 contaminated 

hazardous sites in India where 

hazardous material has been unlawfully 

dumped, and another 196 potentially 

contaminated hazardous sites, and 

approximately 1400 hazardous 

chemical storage units are active in 

India. According to the National 

Disaster Management Authority, 

around 130 major chemical mishaps 

have occurred in India in the last 

decade, resulting in 259 deaths and 560 

serious injuries. In 2020, 

Environmental Performance Index 

(EPI) will be a dossier-compelled 

photograph of the global condition on 

sustainability. The EPI ranks 180 

countries with its government on 

incidental well-being and 

environmental vitality and established 

32 efficiency signs across 11 issue 

types. These verification show how 

familiar nations search out gathering 

stated preservation of natural resources 

aims concerning a nation. The EPI 

supports a guide that identifies 

incidental rulers and laggards and 

efficient recommendations for 

countries pursuing to advance a 

tolerable future. India obtained 177th 

rank (accompanying a score of 27.6 out 

of 100) in the 12th copy of the organism 

belonging to the vegetable kingdom 

Environment Performance Index (EPI 

Index 2020) that calculated the 

referring to practices or policies that do 

not negatively affect the environment 

acting of 180 countries and was freed 

for one Yale University on June 4, 

2020. 

The worldwide index deliberate 32 

environmental act signs, bestowing a 

photograph of the 10-old age trends in 

referring to practices or policies that do 

not negatively affect the environment 

accomplishment at the domestic and 

worldwide levels. The development of 

EP calculation in India is still early, 

accompanying no signs of 

consolidation. Furthermore, the 

economic costs of environmental 

contamination are rapidly increasing. 

These factors necessitate reducing 

environmental risks to reap economic 

and environmental benefits. Using 

energy resources is one of the most 

critical inputs for the development and 

expansion of the economy. The 

unregulated use of energy has increased 

CO2 emissions in today's world. Many 

researchers reveal one of the critical 

causes of rising pollution levels is the 

world's industrialization and 

globalization. It is impossible to forgo 

industrialization and economic 

expansion to protect the world from 

pollution. It is necessary to conduct 

responsible business while 

safeguarding the environment from 

pollution in this situation. Many studies 

have found that profit is valuable for 

determining a company's efficiency, but 

environmental indicators should also be 

considered. The primary goal of this 
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work is to accelerate the company's 

financial performance and protect the 

environment. 

Here, in this work, we focus on specific 

problems such as: 

 

• How does an environmental 

performance impact significant 

corporation finance's 

profitability or stock value 

through green loans? 

• Does the state of the 

environment have an impact on 

financial performance?  

• Is there any link between 

environmental transparency 

and financial results?  

 

This work investigates the 

interrelationships between two points, 

EP and FP, to answer duplicate 

questions, utilizing a more current and 

thorough dossier from associations’ 

websites and annual reports. The rest of 

the paper is arranged in this manner: 

Section 2 shows the review of 

connected history portion 3 shows the 

research methods. Section 4 shows the 

exercise and approximate study of EP 

and FP. Finally, the complete work is 

decided in Section 5. 

 

2. Literature Review 

This section presents various research 

related to ecological and financial 

performance. The previous research 

uses various limited datasets taken from 

a single source. Here we present some 

of the researcher’s work, such as 

Wellalage and Kumar (2020) studied 

the correlation between several 

companies' ecological and economic 

performance. Their study's data was 

taken from 2008 to 2018 and found a 

positive correlation between constructs. 

Wang & Chen (2021) used the Investor 

Responsibility Research Center's 

(IRRC) data for one year to examine 

198 companies and found a Positive 

relationship between ecological and 

economic performance. On the other 

hand, some examples of environmental 

research have altered dramatically in 

the last decade in measuring 

environmental performance, disclosure 

requirements/standards, data 

variability, and research technique 

(Deswanto & Siregar 2018). Now large 

corporations make more attention to 

mandatory disclosure of their 

environmental development. 

Furthermore, studies in this field urge a 

more thorough analysis incorporating 

more current data and a variety of 

environmental indicators (Wang and 

Chen 2021). The challenge of 

ecological and economic performance 

has raised interest among intellectual 

circles domestically and abroad in 

recent years. The performance of 

ecology and economics has been 

studied from three perspectives (i) the 

traditionalist, (ii) revisionist, and (iii) 

neutralist. According to neoclassical 

theory, production and marginal cost 

increase as pollution depletion 

measures are used. According to 

Porter’s theory, depletion in pollution 
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results from savings in cost by way of 

economic capital, minimizing 

compliance costs, and lowering future 

liabilities, increasing business value 

and development (Porter et al.,1995; 

Lastiningsih et al. 2020). Fourati et al. 

(2019) looked at a company's corporate 

social responsibility (CSR) activity and 

tax avoidance practices and discovered 

that socially responsible companies pay 

less tax. Reduced tax payments 

generate higher profits, which enhances 

a company's FP. An earlier study has 

also revealed contradictory results 

regarding the links between 

Environmental and Financial 

Performance. Some researchers 

disagree on a firm’s competitiveness 

and its economic performance relation. 

In their argument, the firms like paper 

and pulp, which have higher 

compliance costs in their production, 

are a disadvantage leading to increased 

value. As a result, it was found that 

there is an inverse relationship between 

ecological and economic performance. 

(Summers, 2018).The corporate’s 

financial growth has been gaining 

importance due to mediating effect of 

ecological performance. According to 

Kingswara 2020, indistinct components 

like social performance, social 

disclosure and economic performance 

are key management strategy 

components that can impact all 

dimensions of corporate social 

responsibility. According to Porter's 

theory, It was found that  EP is directly 

proportional to FP for small firms 

(Fourati et al. 2019; Lu and Taylor, 

2016; Wang & Chen, 2021; Hassan et 

al. 2020; Xu & Peng, 2018; Di 

Ludovico & Fabietti, 2018; Younis & 

Sundarakani, 2019; Busch & 

Lewandowski, 2017; Jiang & Fu, 2019; 

Walling  & Vaneeckhaute, (2020). 

Improving EP requires an efficient 

process in ecological studies, which 

increases productivity, reduces the 

compliance cost, and explores new 

openings in the economy, all of which 

can provide a competitive advantage 

that leads to positive association (Porter 

et al. 1995; Porter, 1991; Lastiningsih et 

al. 2020). According to Sabac and Yoo 

(2018), ecological performance 

synergizes corporate economic 

performance when a firm’s ecological 

performance is on and above the 

standard.According to Jaiswal et al. 

(2019), organizational capabilities may 

connect corporate environmental 

performance to economic success, 

leading to positive association.Hae-

Young (2018) and Minutiello (2021) 

found that corporate social 

responsibility (CSR) has been 

associated with a lower cost of capital 

and higher revenue growth. Li Yina 

(2020) chose the pearl river region to 

measure the impact of green practice in 

Guangdong Province and found a 

significant correlation with ecological 

performance but an indirect association 

with financial performance through 

intervening variables of ecological 

performance.Chen et al. (2018) use a 

proxy variable of ecological 
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performance, i.e., the sullage unit 

payment, and their annual increment, 

and  Tobin-Q as a proxy variable of 

economic performance to study 

diminishing marginal utility on 

financial performance. Financial 

metrics were used to measure economic 

performance, while recycling standards 

of harmful materials were used to 

measure ecological performance. We 

use more recent and comprehensive 

data to review the dependency of EP on 

FP in this study. It is an attempt to 

advance environmental and financial 

performance research. Few researchers 

used the traditional index as a tool, 

while others used markert value index 

and combined both indexes to measure 

corporate financial performance. To 

address the abovementioned issues, this 

paper selects economic and ecological 

performance indicators based on the 

real scenario of Indian businesses. The 

collected dataset appeals to a useful 

conclusion that will help Indian 

businesses. After the simulation, the 

result will produce a conclusive opinion 

for Indian businesses and provide a 

win-win situation regarding 

environmental and financial 

performance to accomplish sustainable 

growth. 

 

2.1. Measurement of 

Environmental Performance 

Index 

Various research has been done to 

explore the variable related to 

ecological performance. The following 

data source, such as EDGAR, world 

development indicators, and Proquest 

Statistical Insight, has been used as a 

proxy variable to study ecological 

performance on an international 

platform. In India, the amount of 

quantitative data on environmental 

performance given by publicly traded 

corporations is relatively low, making it 

challenging to choose ecological 

performance factors. UN Conference 

on trade and development (UNCTAD) 

recommends the following indicators 

for assessing environmental 

performance: chemical wastes and 

greenhouse gas emissions, resource 

input, sustainable energy, resource 

consumption, and environmental effect. 

Asiaei et al. (2022) suggested that 

environmental resource consumption, 

environmental quality, environmental 

regulatory execution, environmental 

management, and pollutant recycling 

content should be included in 

environmental performance. Based on 

various research and United Nations 

Conference on Trade and Development 

recommendations, we have identified 

the following factors: Resource 

stimulus, Pollutant emission, ecological 

Investment, and ecological 

Management for our proposed work. 

 

2.2. Comparison 

 

https://library.princeton.edu/node/4900
https://library.princeton.edu/node/4900
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Table 1. Comparison of environmental and financial performance 

Various Researchers Environmental and Financial Performance 

Positive 

Relation 

Negative 

Relation 

No 

Relation 

Yusuf and Salaudeen (2021) ✕ ✓ ✕ 

Charumathi and Ramesh 

(2017) 

✕ ✓ ✕ 

Dergachova et al. (2020) ✕ ✓ ✕ 

Xu and Peng (2018) ✓ ✕ ✕ 

Walling & Vaneeckhaute 

(2020) 

✓ ✕ ✕ 

Wang & Chen (2021) ✓ ✕ ✕ 

Wellalage & Kumar (2020) ✓ ✕ ✕ 

Fourati et al. (2019) ✓ ✕ ✕ 

Aristei, D., & Gallo, M. 

(2021) 

✕ ✕ ✓ 

Rachmawati et al. (2020) ✕ ✓ ✕ 

Jones and Walton (2017) ✕ ✓ ✕ 

Karim et al. (2021) ✕ ✕ ✓ 

Garg and Tiwari, (2021) ✕ ✓ ✕ 

Xu and Liu, 2017 ✕ ✓ ✕ 

Huang and Zheng, (2017) ✕ ✓ ✕ 

Jaiswal et al., (2019) ✓ ✕ ✕ 

Chen et al., (2018) ✓ ✕ ✕ 

Zhang & Ma (2021) ✓ ✕ ✕ 

Lu and Taylor (2016) ✓ ✕ ✕ 
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Matuszewska-Pierzynka 

(2021) 

✕ ✕ ✓ 

 

In an empirical study, the samples and 

indexes chosen by domestic and 

international experts differed 

significantly, and the studies' 

conclusions were ambiguous. The 

literature finds that no comprehensive 

study examines the relationship 

between environmental and financial 

performance worldwide except for a 

few studies. 

 

3. Research Methodology 

After exhaustive studying of different 

research papers, the methodology for 

establishing the relationship between 

environmental and financial 

performance can be suggested and 

proposed, as shown in Figure 1. 

 
Figure 1. Framework for FP and EP 

Association  

The Step by step procedure for the 

proposed association between EP and 

FP is discussed as follows. 

 

(i). A corporate model database is 

created regarding annual reports, 

social responsibility reports, and 

financial data. This study compiles 

data on corporate social 

responsibility and the annual 

financial statement of 84 Sample 

firms, mostly from their websites, to 

analyze environmental performance. 

The proposed work selected heavy 

polluting industries listed on 

National Stock Exchange (NSE) and 

their published corporate social 

responsibility reports from 2019 to 

2020. The state and municipal 

environmental protection agencies 

are the primary data sources for 
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social responsibility statements. 

Most business financial data comes 

from the CIME Prowess online 

corporate database. 

 

(ii). In data classification, the Sample 

firm’s data is classified into two 

categories (i) Ecological 

performance and (ii) Economic 

performance. Ecological 

performance is the component of 

environmental management that 

explains an enterprise's productivity 

and effectiveness in resource and 

pollution control management. The 

environmental performance 

evaluated by the environmental 

performance indicator system 

(EPIS) is represented in quality. 

Environmental performance is based 

on four different factors. 

 

a) Resource stimulus: 

This sign is used to test 

the energy effectiveness 

of natural resources and 

measure the 

consumption of strength 

and inexperienced 

materials apiece. 

b) Pollutants emission: 

The diffusion goals can 

be calculated by 

dimensional-liquid gas 

diffusions apiece of 

output, while adventures 

can measure diffusions 

of pollutants by sullage 

fee. 

 

c) Environmental 

investment: This sign is 

calculated by investment 

in research & happening 

expenses used to 

increase the atmosphere. 

 

d) Environmental 

management: This is a 

process and effective 

sign calculated by fixing 

preservation of natural 

resources systems, 

material instruction and 

preparation, emissions 

agreement, the number 

of material awards, and 

incidental hazards. 

 

The above-said indicators are explained 

in detail, shown in Table 2. 

 

Table 2. Environmental Performance Indicator System 

First Level Indices Second Level 

Indices 

Third Level Indices 

Resource Stimulus 

 

Material input 

Energy input 

Growth rate uses of natural 

resources per unit of functional 

gains. 



571                                                                          Journal of Positive School Psychology  
 

 

    

 

 

   

   

 

   

   

 

   

       
 

 Energy Input Energy stockpiles of each amount 

value. 

Pollutants 

emission 

 

Substantial-Fluid 

and waste gas 

discharge 

Discharge of seepage, waste 

smoke, and substantial waste of 

each gain worth sullage fee / 

operational gains. 

Environmental 

Financing 

Environmental 

Financing 

Environmental Financing/ 

operational income 

Environmental 

Management 

Environmental 

management 

process 

Establishment positions of 

preservation of natural resources 

scheme. Environmental Education 

& Training environments 

Environmental 

management 

results 

Sullage Status 

Number and level of incidental 

awards Occurrence of tangible 

hazard 

 

(iii). Financial Performance  

 

A company's financial performance 

measures its ability to generate 

revenues and use its primary business 

model assets effectively. Additionally, 

the term refers to a firm's overall 

financial health. Key performance 

indicators (KPI) are quantifiable 

measurements to determine a 

company's long-term 

achievements. KPIs are used to 

evaluate a company's strategic, 

financial, and operational performance, 

especially against the performance of 

similar companies. Eq. 1 represents the 

relation between FP and EP + CV. We 

have taken four variables in EP and five 

control variables for simulation. 

 

Financial performance =∑ f(EPi)
4
i=0 +

∑ f(CVj)
5
j=0                             (1) 

 

Here, i = first level indicators, and j = 

Control variables indicators. 

 

According to neoclassical economics, 

environmental and company financial 

performance are inversely associated. 

This theory is limited to the small 

industries with poor environmental 

performance. The stakeholder approach 

indicates that a company's 

environmental performance can meet 

customer needs for green products 

while optimizing its financial 

performance. The administrative 

regulations of operational 

environmental practices are becoming 
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tough these days. Environmental 

protection and modern policy areas can 

limit parties if their environmental 

accomplishment is weak. The 

government will not only reward 

associations that favorably implement 

energy-conditional science 

transformations, but it will further help 

them to extend result capacity if their 

material acting is good. Finally, an 

advancement in environmental 

performance can lead to an improved 

financial performance by gaining social 

trust, improving corporate image, and 

business relations with the public. 

 

(iv). Hypothesis and Statistical 

Test 

 

The progress of material efficiency 

reinforces the optimum exercise of 

money and is simplified by 

management procedures. 

Consequently, poor tangible depiction 

results in taller costs for tangible 

agreement and waste of possessions. 

Based on the theoretical study, the study 

intends the following theory: 

 

Ho = There is no equivalence betwixt 

the company's referring to practices or 

policies that do not negatively affect the 

environment and commercial 

performance.  

 

H1 = There is a meaningful equating 

between the party's incidental and 

financial conduct. 

  

Proposed Mathematical 

Formulation 

 

A partnership between material conduct 

and corporate monetary acting is 

examined utilizing Tobin's inquiry an 

independent changing and incidental 

performance as a weak changeable. In 

addition, the study uses business height, 

liability ratio, marketing development 

rate, actual boss, and old age as control 

variables which are proved in Table 3. 

 

Table 3. Definitions of appropriate variables 

Variables Indices Definition 

Independent 

variables  

Environmental 

performance 

Environmental performance index 

system (see Table 1) 

Dependent 

variables 

Tobin's q of 2019 The market worth of the total capital of 

2019/substitute cost of the total capital of 

2019 

Tobin's q for 2020 The market worth of total capital of old 

age 2020/substitute cost of the total 

capital of period 2020. 
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Controlled 

variables 

Business size Log total amount of money saved at the 

end of the year. 

Debt ratio Total debts / total assets 

Sales progress rate (Current ending sales - earlier period 

transactions) / prior period auctions * 

100 

Actual controller Take 1 if the real controllers are state-

possessed; alternatively, take 0. 

Year When a period is 2019, 2020, and 2021 

delimit as 1, 2, and 3. 

 

The weight parameter of indicators is 

selected from the State Environmental 

Policy Act (SEPA) and National 

Cleaner Production Centre (NCPC), 

shown in Table 4. 

 

Table 4. Significance of each I in the index system 

Indices at 

a level 

first 

Significa

nce 

Indices at 

Level 

Second 

Significa

nce 

Indices at 

Level 

Third 

Signific

ance 

 

 

Resource 

input 

 

 

 

 

0.10 

 

 

Material 

input 

Energy 

input 

 

0.65 

Growth in 

raw 

material 

consumpti

on per unit 

of 

operational 

income 

1 

Energy 

Input 

 

0.35 Each 

output 

value 

represents 

an energy 

saving. 

1 

 

 

 

 

 

 

1 The 

amount of 

wastewater

, waste 

0.51 



Karan Pratap                                                                                                                   574 
 

    

 

 

   

   

 

   

   

 

   

       
 

Pollutants 

emission 

 

0.05 

 

Solid-

liquid and 

waste 

smoke 

diffusions 

smoke, and 

dependable 

waste 

discharged 

for one of 

yield. 

sullage 

payment / 

operational 

income 

0.49 

 

 

Environme

ntal 

investment 

 

 

 

0.27 

 

 

 

Environme

ntal 

investment 

1 Total 

environme

ntal 

investment 

0.37 

Environme

ntal 

investment

/ 

operational 

income 

0.63 

 

 

Environme

ntal 

manageme

nt 

 

 

 

 

 

 

0.58 

 

 

 

Environme

ntal 

manageme

nt process 

0.74 Environme

ntal 

manageme

nt system 

establishm

ent 

conditions. 

0.78 

 

Meteorolo

gical 

Education 

& Training 

conditions 

0.22 

 

Environme

ntal 

0.26 Status of 

waste 

0.34 

Number 

and level 

0.35 



575                                                                          Journal of Positive School Psychology  
 

 

    

 

 

   

   

 

   

   

 

   

       
 

manageme

nt results 

 

of material 

superiority 

awards 

Occurrence 

of material 

hazards 

0.31 

 

The study divides index scores into four 

tiers based on SEPA and NCPC score 

standards for corporate environmental 

performance and the actual situation of 

significantly polluting firms. Table. 5 

shows the index system's score 

standards. 

 

Table 5. Scores guidelines of an index in the index structure 

Indicators 

Grading standards 

Level first 

(90) 

Level second 

(70) 

Level third 

(60) 

Level forth 

(45) 

Growth in raw 

material 

consumption 

per unit of 

operational 

income 

<-50% <-20% <0 ≥0 

Each output 

value represents 

an energy 

saving 

≥0.1 <0.1 <0.01 <0.005 

The amount of 

wastewater, 

waste gas, and 

solid waste 

emitted per unit 

of output 

National 

cleaning 

standards 

The cleaning 

standards 

examination 

passed 

 

environment-

friendly 

production 

undisclosed 

sullage payment 

/ operational 

income 

0 <0.005 <0.01 ≥0.01 
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Total 

environmental 

investment 

>50000000 >10000000 >1000000 
<1000000/ 

undisclosed 

Environmental 

investment/ 

operational 

income 

≥10% <10% <1% 
0/ 

undisclosed 

Environmental 

management 

system 

establishment 

conditions. 

Established   No/ 

undisclosed 

Meteorological 

Education & 

Training 

conditions 

Regular 

education 
  No/ 

undisclosed 

Status of 

sewage 

Up to 

standard 
  Substandard 

/undisclosed 

Number and 

level of 

environmental 

awards 

National 

level 

Provincial-

level 

Municipal 

level 
undisclosed 

Occurrence of 

environmental 

hazard 

No major 

hazards 
  

Major 

incidents 

happened / 

undisclosed 

 

Here, we projected a Regression model 

to study the union between incidental 

and allied financial acting, established 

the above reasoning, utilized indexes 

referring to practices or policies that do 

not negatively affect the environment 

and corporate monetary conduct, and 

collected a dossier to endorse the 

assumption fashioned earlier. The 

projected statistical model is depicted in 

Eq. 2. 

 

Y =   + 1 Xt   

+2SIZEt+3DRt+4SGROWTHt+5S

TATEt+ 6YEARt+     (2) 

 

Here, Y shows the company's 

commercial act measured for one value 

of Tobin's q; t shows times, X shows 

actual performance calculated by the 

material efficiency indicator order 

established by this study; SIZE signifies 

company breadth; DR shows the debt 

percentage; SGROWTH represents the 



577                                                                          Journal of Positive School Psychology  
 

 

    

 

 

   

   

 

   

   

 

   

       
 

marketing tumor rate; STATE 

represents the real controller; YEAR 

signifies the year; is a chance wrong. 

 

(v). The statistical test was applied to 

establish the financial and 

environmental performance 

association. Finally, an optimum 

strategy is developed for the 

proposed model. 

 

4. Application and Relative 

Study 

In this section, analysis is classified into 

three subsections (i) Descriptive 

Analysis, (ii) Correlation test, and (iii) 

Regression Analysis 

4.1. Descriptive Analysis 

In this study, we found that corporate 

environmental performance has a 

standard deviation of 9.440, which is 

relatively large compared to the other 

variables. It indicates that the polluting 

manufacturing's referring to practices or 

policies that do not negatively affect the 

environment depiction is quite various. 

The mean of material acting is 70.35, 

inside the acceptable limit. It is a 

method that field firms are qualified in 

the preservation of natural resources, 

but the preservation of natural resources 

is still in the primary stage. So 

Corporate material responsibilities 

must be raised, and steps can be taken 

to develop material conduct. The profit 

of Tobin's q for sample 

resourcefulnesses in 2019 and 2020 is 

degree 1. The predictable difference is 

0.592 and 0.920, respectively, 

displaying that sample resourcefulness 

retail prices are above substitute costs. 

The party's financial acting and tumor 

are powerful and regular. The 

explanatory reasoning of the assembles 

is shown in Table 6. 

 

Table 6. Descriptive study of the Constructs 

Constructs Sample 

size 

Min Max Mean Standard 

deviation 

Tobin's q of  year 

(2020) 

84 0.72 3.18 1.49 0.592 

Tobin's q of  year 

(2019) 

84 0.86 5.48 1.80 0.920 

Environmental 

performance 

84 47.62 86.35 70.37 9.441 

Logarithm of assets 84 20.92 28.27 24.56 1.519 

Debt ratio 84 0.05 0.85 0.55 0.161 

Sales growth rate 84 -0.57 1.19 0.29 0.283 

Actual controller 84 0 1 0.84 0.363 
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Year 84 1 3 2.36 0.707 

 

4.2. Correlation Test 

It is used to detect the deviation 

between two adjacent variables. The 

correlation concept uses the mean and 

variance of EP and FP, calculated by 

using Eq. 3    

Covx,y =
∑ (xi−x̅)(yi−y̅)n

i=1

√∑ (xi−x̅)2n
i=1 ∑ (yi−y̅)2n

i=1

                                                 

(3) 

Here x̅ = (
1

n
) ∑ xi

n
i=1 , and y̅ =

(
1

n
) ∑ yi

n
i=1 Whereas x is an independent 

variable and y is a dependent variable.  

 

 

Table 7. Correlation matrix of variables 

 
Enviro

nmenta

l 

perfor

mance 

Logarit

hm of 

assets 

De

bt 

rati

o 

Sale

s 

gro

wth 

rate 

Actua

l 

contro

ller 

Yea

r 

Tobi

n's q 

of 

this 

year 

Tobi

n's q 

for 

next 

year 

Environmental 

performance 

1 -0.021 -

0.0

88 

-

0.08

8 

0.033 -

0.22

3* 

0.20

2 

0.36

3** 

Logarithm of 

assets 

 
1 0.1

46 

0.14

3 

0.262

* 

0.14

4 

-

0.41

8** 

-

0.45

7** 

Debt ratio 
  

1 0.03

5 

0.137 -

0.00

8 

-

0.45

4** 

-

0.34

6** 

Sales growth 

rate 

   
1 0.004 0.10

8 

-

0.05

5 

-

0.20

7 

Actual 

controller 

    
1 -

0.00

9 

-

0.02 

0.00

8 

Year 
     

1 -

0.37

7** 

-

0.38

2** 
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Tobin's q of 

2019 

      
1 0.78

8** 

Tobin's q of 

2020 

       
1 

* Correlation is significant at the 0.05 level, ** Correlation is significant at the 

0.01 level 

 

Table 7 shows that the incidental and 

allied financial efficiency has an 

important connection in the old age 

2020, but it doesn’t have any 

connection in 2019. The environmental 

depiction has feeble correlation 

coefficients accompanying the 

mathematical property, arrears ratio, 

auctions progress, and real controller. 

The cooperative of Correlation middle 

from two points tangible acting and 

year is -0.223, which is inferior to 0.5 in 

absolute advantage. It shows that 

environmental conduct is infirmly 

equated to accompanying control 

variables. In a regression model, control 

variables do not affect the strength of 

tangible depiction to explain and 

resolve accomplishments. The question 

of Multicollinearity is exceptionally 

encountered in reversion models place 

actual conduct is the independent 

changing and the mathematical of 

property, deficit ratio, reductions 

tumor, old age, and an actual boss is a 

control changeable. In this study, 

Tobin's q is incompletely compared 

with material acting. Table 8 shows the 

biased equivalence coefficient form. At 

a meaning level of 10%, the friendship 

'tween environmental act and Tobin's q 

of the old age 2019 is not meaningful at 

0.307, which means skilled is no 

friendship. Accordingly, incidental 

performance measures and the profit of 

Tobin's q for 2020 have an importance 

level of 0.002; they are related at an 

excellent importance level. The 

tangible accomplishment positively 

compares to the advantage of Tobin's q 

in 2020. Finally, it is decided that in the 

case of connected ruling variables, 

skilled is no correlation betwixt 

referring to practices or policies that do 

not negatively affect the environment 

and the party's economic performance 

in 2019 while referring to practices or 

policies that do not negatively affect the 

environment depiction shows a 

powerful beneficial correlation 

accompanying the party's fiscal conduct 

in 2020. 

 

Table 8. Partial correlation coefficient matrix 

 

Controlled variables Environmenta

l performance 

Tobin'

s q of 

2019 

Tobin'

s q for 

2020 

Correlation 1.000 0.117 0.333 
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Logarithm 

of property 

& debt 

percentage

& sales 

progress 

rate & real 

controller 

& old age 

Environmenta

l performance 

Significanc

e  0.307 0.002 

 

4.3. Regression analysis 

Regression analysis is performed on the 

proposed model to test the association 

between the environment and the 

company’s financial performance. 

Table 9 shows the results of the 

regression analysis. 

 

Table 9. Regression analysis 

 Sample 

Samples of better 

accomplishment 

of friendly 

maturity 

Samples of weaker 

accomplishments 

of social 

trustworthiness 

Variables B T B t B T 

(Constant) 4.918 5.715*** 4.328 3.351*** 3.439 2.114** 

Environmental 

performance 
0.017 3.096*** 0.024 2.597** 0.02 1.216 

Logarithm of 

assets 
0.156 4.586*** 0.158 3.452*** 0.058 0.838 

Debt ratio -1.04 
-

3.431*** 

-

0.458 
-0.849 

-

1.545 
-3.522*** 

Sales growth 

rate 
0.186 1.076 0.135 0.569 0.248 0.87 

Actual 

controller 
0.228 1.659 0.128 0.612 0.329 1.615 

Year 
-

0.215 

-

3.048*** 
-0.27 -2.698** -0.25 -2.000* 

Dependent changing: Tobin's q of 2020 

* Correlation is meaningful at the 0.1 level, ** Correlation is important at the 

0.05 level, ***Correlation is important at the 0.01 level 
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In Table 8, the material conduct has a 

significant level of 0.002, which is 

inferior to 0.01, at a 1% level of 

importance. Accordingly, the 

surroundings will have an important 

impact on allied monetary performance 

in 2020. Environmental efficiency has a 

patterned cooperative of 0.260. It 

suggests a beneficial connection 

between two points environmental act 

and Tobin's q for 2020. It indicates that 

improving tangible accomplishments 

will hasten corporate economic 

accomplishment in 2020. As designated 

by allied public obligation grade, this 

paper partitions tests into two 

gatherings better and less helpful 

satisfaction of the public responsibility. 

The objective search investigates the 

connections between environmental 

and guest's finances in 2020. As 

visualized from Table 10, at the 5% 

significance level, allied material acting 

with better completion of public 

maturity positively equates 

accompanying corporate fiscal act in 

2020. The environmental efficiency of 

resourcefulnesses with the weaker 

accomplishment of public 

responsibility compared with allied 

monetary acting in 2020, but the 

equating levels are unimportant. 

 

Table 10. Robustness test 

Variables B t Sig 

(Constant) 0.049 0.6319 0.5289 

Environmental performance 0.99 1.8967 0.0112 

Logarithm of assets 0.0019 0.7246 0.467 

Debt ratio -0.048 -1.5989 0.1167 

Sales growth rate 0.015 0.8009 0.4278 

Actual controller 0.009 0.7857 0.4357 

Year 0.0019 0.3679 0.7168 

 

Dependent variable: ROA of next 

year (2020) 

 

5. Recommendations and 

Conclusion 

There is no mathematical evidence 

established to accept the Null theory. 

There is no meaningful relationship 

between Environmental and allied 

economic conduct in 2019, but there is 

a meaningful friendship 'tween 

Environmental and corporate economic 

efficiency in 2020. Hence H1 is 

established. The study uses return on 

the total amount of money saved (ROA) 

as corporate fiscal conduct rhythmical 

to conduct a robustness test, presented 

in table 9. As we note, skilled is a 

positive partnership from two points: 

actual performance and return on the 

property after a period at the 5% 
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significance level. The real test results 

signify that the test results in this study 

are trustworthy. Environmental 

knowledge bear is raised, conditional 

strength bear is prioritized, and tenable 

development endures trailed. We set up 

preservation of natural resources 

structure and reassure businesses 

always to specify facts about their 

material performance through the 

Internet. The administration should 

accomplish appropriate standards and 

regulations and offer lures to joined 

trades. In terms of mechanical 

organizing, we can possibly correct the 

monitoring of thickly polluting energies 

guests, set standards and signs, advance 

referring to practices or policies that do 

not negatively affect the environment 

accounting, and create more 

understandable facts. Establishing an 

environmental acting sign whole, 

sample selection, changeable draft, and 

different study aspects has a few 

disadvantages. As a result, we concede 

the possibility limit subjective doom in 

the after study, selecting a more reliable 

sign to measure allied actual 

performance, and selecting diversified 

samples to decrease the impact of 

irregular situations on the results. 
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