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ABSTRACT 

Purpose: This investigation assesses the extent to which financial 

performance is influenced by environmental costs and corporate 

governance mechanisms, specifically audit committee meeting frequency 

and the proportion of independent commissioners, within an industry 

marked by substantial environmental impact. 

Design/Methodology/Approach: Companies in the food and beverage 

manufacturing sub-sector were examined for the 2022-2024 period. 

Purposive sampling with pre-set criteria determined the sample, resulting 

in 15 companies and 45 firm-year observations. Multiple linear regression, 

conducted via SPSS 22, served to assess the partial and simultaneous 

associations of the independent variables with financial performance. 

Findings: Financial performance is significantly negatively associated with 

environmental costs (B = −4.040; p = 0.017) and the proportion of 

independent commissioners (B = −389.723; p = 0.001), while audit 

committee meeting frequency shows no significant association with 

financial performance (B = 100.376; p = 0.081). Simultaneously, the three 

variables are significantly associated with financial performance (F = 

5.558; p = 0.003 The model captures 23.7% of the variation manifest in 

financial performance, as indicated by the adjusted R² of 0.237. 

Research Implications: These outcomes offer further insight into 

environmental accounting and corporate governance by offering empirical 

evidence from the food and beverage manufacturing sub-sector. Practically, 

companies are advised to prioritize environmental cost management and 

strengthen board independence, as increasing audit committee meeting 

frequency alone appears insufficient to improve financial performance. 

Future research is encouraged to incorporate additional governance 

variables, expand the observation window, or consider other industry 

sectors to enhance the generalizability of these results. 
This is an open access article distributed under the Creative Commons 
Attribution License, which permits unrestricted use, distribution, and 
reproduction in any medium, provided the original work is properly cited. 

 

INTRODUCTION 

The maximization of profits is aspired to by every company. Once this objective is 

attained, the company’s performance is deemed salutary. In the case of publicly listed 

companies, unsatisfactory performance may be construed unfavourably by stock market 

perceptions, thereby swaying shareholders’ decisions to divest or acquire the company’s 

shares. Consequently, it must be ensured by financial managers that the company’s 

performance is rendered sound and stable, and the company’s financial health, including its 

susceptibility to bankruptcy risk, must be vigilantly monitored (Hutabarat, 2021). A common 

approach to assessing how well a company is doing is to look at its financial metrics. These 

metrics reveal the effects of the company’s operational choices and also give a clear picture of 

how its business activities performed. 

Companies in the food and beverage sub-sector play a vital role in meeting consumer 

needs. Consumer needs such as food and drink will always be in demand as they are essential 

daily necessities that must be met. The developments in these sectors illustrate that fierce 

business competition demands that business operators manage their companies effectively and 

https://doi.org/10.32939/fbv2c845
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efficiently. One way for a company to succeed in this competitive environment is to ensure the 

sustainability of its business by improving and maintaining its performance.  

Financial performance captures a company’s operational results through precise financial 

measures, offering an objective view of its true condition (Fauziah et al., 2023; Umboh & 

Yanti, 2025). The outcomes of these business undertakings are customarily epitomised by the 

profits engendered (Meiyana & Aisyah, 2019). Companies that yield high profits are regarded 

as those whose performance is commendable. Net profits earned by food and beverage 

manufacturers between 2020 and 2024 are depicted in Figure 1.  

Figure 1. Net Profit of Manufacturing Companies in the Food and Beverage Sub-sector, 

2020-2024 

 
Source: Processed research data, 2026 

Looking at Figure 1, the net profit of manufacturing companies in the food and beverage 

sub-sector shows fluctuations during the 2022-2024 period. Although changes occurred from 

one year to the next, the overall average net profit increased from IDR 1,420.5 million in 2020 

to IDR 2,105.0 million in 2024. This increase indicates an improvement in how successfully 

the company converts operations into profit during the observation period. However, the 

fluctuation in net profit suggests that the company's profitability level has not been fully 

consistent from year to year. Therefore, the development of net profit can serve as one indicator 

of changes in financial performance, while the company's ability to utilize assets and capital 

effectively needs to be assessed through other financial performance indicators. 

One way to assess how a company is performing financially is by looking at financial 

ratios (Arrahima, 2024). Ratio analysis can provide insight into a company's current situation 

as well as its potential trajectory. It also provides a basis for judging whether the company’s 

financial position is sound. The ratios most frequently applied in this type of evaluation fall 

into three categories: liquidity, solvency, and profitability. 

Several factors by which financial performance is influenced can be identified, one of 

which is environmental costs. Environmental costs can be interpreted as an investment with 

long-term returns, given that funds disbursed presently harbour the potential to cultivate a 

favourable corporate reputation, thereby bolstering stakeholder confidence. Waste is generated 

by most companies during the production process, particularly by those situated within the 

manufacturing sector. Companies found to be inflicting pollution will be perceived as 

exhibiting deficient environmental performance. As a result, these measures reveal the degree 

to which the company is living up to its responsibility for mitigating the effects it produces 

(Ladyve et al., 2020). In order to fulfil its responsibilities and undertake environmental 

protection and management efforts, a company carries out various environment-related 

activities, such as waste treatment. These operations generate expenses referred to as 

environmental costs. Such costs stem from environmental conditions that do not comply with 

established standards (Hansen & Mowen, 2009).  
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Delineated hereunder are several antecedent studies about environmental costs, namely 

the research undertaken by Meiyana and Aisyah (2019). Environmental costs exert a substantial 

negative influence on financial performance, such that higher costs are associated with sharper 

declines in corporate financial outcomes. Nonetheless, Budi and Zuhrohtun (2023) discover 

that environmental costs had a negative effect on financial performance. Research concerning 

the correlation between environmental costs and financial performance has likewise been 

undertaken. The findings from Zulaika and Mariani (2024) point to a beneficial influence on 

how well the company performs financially. 

Furthermore, financial performance is also swayed by corporate governance factors. An 

impact upon how a company performs financially can be wrought by sound corporate 

governance, given that the incidence of fraud can thereby be diminished and actions 

incongruent with legal provisions concerning the responsibilities and authorities of 

stakeholders can thereby be forestalled. With effective corporate governance in place, a 

company can achieve its objectives of enhancing the welfare of shareholders or stakeholders 

and increasing corporate profits. This corporate governance is reflected in corporate 

governance mechanisms. 

Superior corporate governance mechanisms emphasise the importance of shareholders 

having access to timely, accurate, and transparent information (Alabdullah & Naseer, 2023; 

Mirza et al., 2024). This is due to several factors, including the board structure (independent 

commissioners and the board of directors), ownership structure (managerial ownership), and 

the audit committee (Khasanah et al., 2023). Investors must consider a company’s financial 

performance when deciding where to invest their money. Investors will seek out and fund more 

profitable businesses with their money. Companies with good performance will have high 

business value or profits (Syahputri & Saragih, 2024). 

Relevant prior studies on corporate governance mechanisms include the following. 

Suryanto and Refianto (2019) found no significant effect of the board of directors on financial 

performance. By contrast, others pointed to a significant joint influence of the audit committee, 

independent commissioners, institutional ownership, and managerial ownership. Saifi (2019) 

reported significant effects from the board of directors, independent commissioners, 

managerial ownership, along with institutional ownership. Yet Renyaan et al. (2023) showed 

that the proportion of independent supervisory board members had no significant connection 

to ROA. 

Building on earlier studies, inconsistency still exists in the findings regarding the effect 

of environmental costs and corporate governance mechanisms on financial performance. Some 

studies show a negative effect, while other studies find a positive or insignificant effect. In 

addition, research that simultaneously examines environmental costs and several corporate 

governance mechanisms in the food and beverage sub-sector remains limited. This sub-sector 

was selected because its production activities relate to resource use and waste management, 

making it relevant to assess the association between environmental costs and financial 

performance. The 2022-2024 period was selected to provide more up-to-date empirical 

evidence, while the board of directors, independent commissioners, managerial ownership, and 

audit committee were selected because they represent aspects of management, supervision, 

ownership, and control of the company. 

Therefore, this paper sets out to assess the effect of environmental costs and corporate 

governance mechanisms on the financial performance of manufacturing companies in the food 

and beverage sub-sector listed on the Indonesia Stock Exchange during the 2022-2024 period. 

This study is anticipated to contribute empirically by extending the evidence regarding the 

connection among environmental management, corporate governance, and financial 

performance in Indonesia's food and beverage sub-sector. 
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LITERATURE REVIEW 

Stakeholder Theory 

The stakeholder theory outlined by Freeman (1994) contends that stakeholders are those 

with a vested interest in the company and evaluate its performance. This implies that companies 

must be more rigorous in making assessments and providing information, and must disclose it 

in terms more lucid and consequential to stakeholders' interests.  All parties, both internal and 

external, who have a relationship, whether direct or indirect, that influences or is influenced by 

the company itself are considered stakeholders within the context of stakeholder theory (Hadi, 

2011). Stakeholder theory holds that a company must serve not only its own interests but also 

those of external parties with a vested interest. It further asserts that corporate responsibility 

toward stakeholders necessitates the dissemination of social disclosures. 

In this study, Stakeholder Theory explains that environmental costs and corporate 

governance mechanisms can influence financial performance through the company's response 

to stakeholder interests. Environmental costs reflect the company's commitment to 

environmental responsibility, which may minimize environmental risk, regulatory costs, and 

conflict with stakeholders and improve operational efficiency, thereby increasing Return on 

Assets (ROA). Meanwhile, effective corporate governance mechanisms can strengthen 

supervision, accountability, and management transparency, reduce opportunistic behavior, and 

encourage more efficient use of company resources. These mechanisms can improve the 

quality of decision-making and the efficiency of asset use, which ultimately affects the 

company's financial performance as gauged by ROA. 

 

Environmental Costs and Financial Performance 

Environmental costs are monetary outlays that emerge from an enterprise’s efforts to 

manage and mitigate the ecological repercussions of its operations. These expenditures 

encompass costs associated with prevention, detection, internal and external failure, and the 

maintenance of environmental quality (Rounaghi, 2019). From a company perspective, 

environmental costs not only reflect an expense that must be incurred, but also demonstrate the 

company’s commitment to controlling environmental risk and maintaining the sustainability of 

operational activities. Effective management of environmental costs can help companies 

reduce the risk of pollution, regulatory sanctions, recovery costs, and potential reputational 

loss. However, if environmental costs increase without generating adequate efficiency or 

economic benefit, these expenditures can increase the company’s burden and suppress 

profitability in the short term. Thus, the effect of environmental costs on financial performance 

is not solely determined by the magnitude of the expenditure, but also by how effectively the 

company channels that spending toward operational gains and risk mitigation. 

Alternatively, environmental management can be viewed as a core part of a company's 

broader strategy to manage risk and sustain long-term operations, shaping the link within 

environmental costs and financial performance. Companies that consistently allocate resources 

to environmental management can obtain benefits in the form of improved resource use 

efficiency, diminished environmental risk, increased legitimacy, and stakeholder trust. 

Conversely, environmental costs that are not managed productively can become a burden that 

reduces the resources available for other productive activities. Therefore, environmental costs 

are directly associated with a company's ability to produce financial performance. Findings 

from Meiyana and Aisyah (2019) along with Budi and Zuhrohtun (2023) show that 

environmental costs are related to financial performance, thereby providing empirical grounds 

that a company’s decisions in allocating environmental costs can be reflected in its financial 

performance. 

H1: Environmental costs affect financial performance 
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The Frequency Of Audit Committee Meetings and Financial Performance 

Audit committee meeting frequency can serve as an indicator of the intensity of oversight 

over financial reporting, internal control, audit, and the company's risk management. More 

frequent meetings provide committee members with the opportunity to obtain up-to-date 

information, identify problems, and follow up on audit findings and internal control 

weaknesses. More intensive meeting activity can strengthen the oversight function and reduce 

the opportunity for opportunistic behavior by management. More intensive oversight can also 

enhance the financial information standard used by management and stakeholders in decision-

making. 

The effectiveness of such oversight can affect financial performance through risk control, 

improved decision-making quality, and reduced potential losses arising from errors or 

irregularities in company management. An audit committee that is active through more 

frequent meetings has a greater opportunity to evaluate financial information and ensure that 

company issues are adequately followed up. Utami et al. (2020) point to the significance of 

audit committee characteristics in supporting the company's oversight function. Empirically,  

Khasanah et al. (2023) as well as Farhanah and Susilawati (2022) found that the existence and 

activity of the audit committee are related to financial performance. In contrast, Zulaika and 

Mariani (2024) did not find an effect of the audit committee on financial performance. This 

difference in findings shows that the effectiveness of the audit committee does not depend 

solely on its formal existence, but also on the intensity of its activity and the quality of oversight 

conducted. Therefore, the link between audit committee meeting frequency and financial 

performance needs to be tested empirically. 

H2: The frequency of audit committee meetings affects financial performance 

 

The Proportion of Independent Commissioners and Financial Performance 

The proportion of independent commissioners represents one important measure in 

assessing the strength of the company's oversight function. The presence of board members 

who have no direct affiliation with management or controlling shareholders is expected to 

increase objectivity in the decision-making process. With a more independent composition of 

commissioners, oversight of resource use, risk control, and the company's strategic decisions 

has the potential to become more effective. 

The correlation between independent commissioners and financial performance can 

occur through improved quality of oversight over strategic decisions, risk control, and the use 

of company resources. When the monitoring function runs effectively, management will face 

stronger oversight so that the potential for decisions detrimental to the company can be 

minimized. Ultimately, this condition has the potential to improve operational efficiency and 

financial performance. Titania and Taqwa (2023) explains that the existence of independent 

commissioners can protect stakeholders and minority shareholders by strengthening the 

oversight function. Empirically, Novitasari et al. (2020) and Malik (2022) found that an 

independent board of commissioners affects financial performance. That said, Novaliana et al. 

(2023) found that an independent board of commissioners fails to affect financial performance. 

This difference in results indicates that formal independence does not necessarily result in 

effective oversight if it is not accompanied by adequate competence, objectivity, and 

involvement in the monitoring process. 

H3: The proportion of independent commissioners affects financial performance 

 

Environmental costs, the frequency of audit committee meetings, and the proportion of 

independent commissioners affect financial performance 

The combined effect of environmental costs, audit committee meeting frequency, and the 

proportion of independent commissioners is expected to contribute to financial performance 
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through effective environmental management and corporate oversight. When considered 

simultaneously, these three variables reflect the company's efforts in managing the 

environment as well as the effectiveness of internal oversight mechanisms. The integration of 

these aspects can strengthen risk control, accountability, and efficiency in resource use, which 

can ultimately support the achievement of better financial performance. Therefore, testing these 

variables simultaneously provides a more comprehensive assessment of whether 

environmental management and corporate governance mechanisms jointly affect financial 

performance. Based on this argumentation, environmental costs, audit committee meeting 

frequency, and the proportion of independent commissioners are hypothesized to have a 

simultaneous effect on financial performance. 

H4: Environmental costs, the frequency of audit committee meetings, and the proportion of 

independent commissioners affect financial performance 

 

Based on the theoretical foundation and results of previous research, this study develops 

a conceptual framework that describes the link among environmental costs, audit committee 

meeting frequency, and independent commissioners as independent variables, with financial 

performance as the dependent variable. Environmental costs represent the company's efforts in 

managing environmental impact and risk arising from operational activities, while audit 

committee meeting frequency and independent commissioners represent oversight mechanisms 

in corporate governance. These three variables are theoretically expected to affect financial 

performance as assessed via ROA. The conceptual framework of the study is presented in 

Figure 2. 

Figure 2. Conceptual Framework 

 
 

METHODS 

This study's population is constituted by food and beverage firms listed on the Indonesia 

Stock Exchange (IDX) throughout the 2022-2024 interval. The population list was obtained 

from the list of companies available on the official IDX website. Sample selection followed a 

purposive sampling method, applying inclusion and exclusion criteria established in advance. 

From an initial population of 84 companies, 12 companies were excluded because they 

conducted an initial public offering after January 1, 2022, or were delisted during the 2022-

2024 period. Subsequently, 8 companies were excluded because they did not publish a 

complete and consistent Annual Report or Sustainability Report during the observation period, 

whilst 49 companies were excluded as they did not disclose a Sustainability Report. Based on 

this selection process, 15 companies met all the study criteria. This study's analytic unit is 

constituted by the firm-year observation. Each company was observed over three years, namely 

2022, 2023, and 2024, resulting in 45 observations (15 companies × 3 years).  
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Based on the sampling criteria, 15 companies were obtained with a total of 45 firm-year 

observations during the 2022-2024 period. The data collection procedure in this study used the 

documentation technique. The data used are secondary data obtained from the Annual Reports 

and Sustainability Reports of companies in the food and beverage sector listed on the Indonesia 

Stock Exchange (IDX) during the 2022-2024 period.  

Table 1. Sample Selection Using the Purposive Sampling Method 

No. Sampling Criteria 
Number of 

Companies 

1. Food and Beverage Sector companies listed on the Indonesia Stock Exchange 

(IDX) for the period 2022–2024 

84 

2. Companies that went public after 1 January 2022 or were delisted during 2022–

2024 

(12) 

3. Companies that did not publish complete and consistent Annual Reports or 

Sustainability Reports for the period 2022–2024 

(8) 

4. Companies that did not disclose a Sustainability Report (49) 

Number of Companies Meeting the Criteria 15 

Observation period 3 

Number of firm-year observations (15 × 3 years) 45 
Source: Processed research data, 2026 

Both reports were reviewed to obtain data on environmental costs, audit committee 

meeting frequency, independent commissioners, and financial performance. Data collection 

was conducted for the 2022-2024 period. According to Creswell and Creswell (2022)Variables 

represent the characteristics or attributes of individuals or organisations that are measured and 

observed by the researcher to answer the research question. Variables are attributes of a group 

of people or objects that vary from one to another within the group. This study is predicated 

upon the following variables: 

Table 2. Operational Definition and Measurement of Variables 

Variable Definition Measurement Formula/Scale Source 

Environmental 

Costs (X1) 

Environmental costs refer to costs 

incurred by a company as a 

consequence of production 

activities that affect 

environmental quality, including 

costs related to preventing, 

reducing, and remediating 

environmental impacts. 

𝐸𝑛𝑣𝑖𝑟𝑜𝑛𝑚𝑒𝑛𝑡𝑎𝑙 𝐶𝑜𝑠𝑡𝑠 =  
𝐶𝑜𝑠𝑡

𝑃𝑟𝑜𝑓𝑖𝑡
 

Hansen &  

Mowen 

(2009);  

Hapsari et al. 

(2021) 

Frequency of 

Committee 

Meetings (X2) 

Audit committee meeting 

frequency measures the level of 

activity in fulfilling its oversight 

and monitoring roles. 

The number of times the audit 

committee convenes per year 

OJK 

Regulation 

No. 

55/POJK. 

04/2015; 

Anaima & 

Trisnaningsi

h (2021) 

Proportion of 

Independent 

Board Members 

(X3) 

Independent commissioners serve 

on the board without financial, 

managerial, ownership, or other 

ties that could impair their 

objectivity in fulfilling their 

supervisory role. 

𝛴𝐼𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛𝑡𝑚𝑒𝑚𝑏𝑒𝑟𝑜𝑓
 𝑡ℎ𝑒 𝑏𝑜𝑎𝑟𝑑 𝑜𝑓 𝑐𝑜𝑚𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑒𝑟𝑠

𝛴𝑡ℎ𝑒𝑐𝑜𝑚𝑝𝑎𝑛𝑦’𝑠𝑏𝑜𝑎𝑟𝑑
𝑜𝑓 𝑐𝑜𝑚𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑒𝑟𝑠

 𝑥 100% 

OJK 

Regulation 

No. 

57/POJK. 

04/2017; 

Anaima & 

Trisnaningsi

h (2021) 

Financial 

Performance 

(Y) 

Financial performance captures 

how effectively a company 

utilizes its assets and generates 

profits from controlled resources. 

ROA =  
𝑁𝑒𝑡 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 𝑥 100% 

Anaima & 

Trisnaningsi

h (2021) 
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This study is constituted as a quantitative study. According to Creswell and Creswell 

(2022), a focus on the testing of objective theories, through the measurement of variables in 

numerical form by which statistical analysis may be undertaken, is maintained by a quantitative 

approach. So that it may be tested whether an influence upon financial performance is exerted 

by environmental costs, the frequency of audit committee meetings, and the proportion of 

independent commissioners, multiple linear regression analysis is employed. However, a valid 

regression equation (BLUE) must be constituted by a proposed regression equation, and 

freedom from violations of classical assumptions must therefore be exhibited. Consequently, 

tests of the classical assumptions must be carried out prior to the regression of the research 

variables being undertaken. Checks for normality, multicollinearity, autocorrelation, and 

heteroscedasticity are included among these tests. 

 

RESULT 

This research examines manufacturing companies in the food and beverage sub-sector 

that appeared on the IDX from 2022-2024. Using purposive sampling, the study narrowed 

down to 15 companies, producing 45 data points over the three-year timeframe. Prior to 

performing data analysis, the variables must satisfy the BLUE (Best Linear Unbiased 

Estimator) assumptions. To verify this, classical assumption testing is required, which covers 

normality, multicollinearity, heteroscedasticity, and autocorrelation. 

Table 3. Descriptive Statistics Outcomes 

Variable N Min Max Mean Std. Dev. Condition 

Environmental Costs 45 75 260 144.51 49.35 Fairly high variation 

Frequency of Committee Meetings 45 4 9 5.53 1.42 Relatively stable 

Proportion of Independent Board 

Members 
45 3.33 5 3.58 0.47 

Relatively 

homogeneous 

Financial Performance 45 1.05 925 381.1 384.4 Very high variation 
Source: Processed research data, 2026 

Looking at Table 3, the 15 food and beverage sector companies during the 2022-2024 

period show different characteristics for each research variable. Environmental costs have a 

minimum value of 75 and a max value of 260, with a mean of 144.51 along with a standard 

deviation of 49.35. The frequency of audit committee meetings has a minimum value of 4 and 

a maximum value of 9 times per year, with a mean of 5.53 times along with a standard deviation 

of 1.42. The proportion of independent commissioners has a minimum value of 3.33 and a max 

value of 5, with a mean of 3.58 along with a standard deviation of 0.47. Financial performance 

suggests the highest variation, with values ranging from 1.05% to 925% and a standard 

deviation of 384.40%. The maximum value of 925% has been re-checked against the 

company's financial statements and retained as an extreme observation because it is consistent 

with the source data. Thus, environmental costs and financial performance show greater 

variation across companies, while corporate governance characteristics tend to have a more 

limited observation range. 

 

Normality Test 

The determination of whether, within a regression model, a normal distribution is 

followed by the disturbance variables or residuals, is aimed at by the normality test (Ghozali 

& Ratmono, 2017). The non-parametric Kolmogorov-Smirnov (KS) test is employed as the 

analysis by which the normality of the residuals in this study is tested. Below, the normality 

test results for the dataset are reported. 

Table 4. Normality Test Outcomes 
Test Asymp. Sig. (2-tailed) Criterion Decision 

One-Sample Kolmogorov-Smirnov 0.200 > 0.05 Normal 
Source: Processed research data, 2026 
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It is evinced by the table above that 0.05 is exceeded by the Sig. value gleaned from the 

normality test administered by way of the Kolmogorov–Smirnov test for all variables employed 

in this study is 0.200 > 0.05; it can therefore be inferred that acceptance is warranted for the 

alternative hypothesis (Ha), whereby a normal distribution of the research data is also thereby 

implied.  

 

Multicollinearity Test 

Multicollinearity testing detects whether predictor variables are highly or perfectly 

correlated in a regression equation. An acceptable model must be free from such 

intercorrelations. The following table displays the outcomes from the multicollinearity analysis 

conducted with SPSS 22. 

Table 5. Multicollinearity Test Outcomes 
Variable Tolerance VIF Decision 

Environmental Costs (X1) 0.403 2.483 No multicollinearity 

Frequency of Committee Meetings (X2) 0.402 2.488 No multicollinearity 

Proportion of Independent Board Members (X3) 0.990 1.011 No multicollinearity 
Source: Processed research data, 2026 

Predicated upon the table 5 above, the Variance Inflation Factor (VIF) values for each 

variable were obtained. A tolerance of less than 0.10 or a VIF of 10 or more is considered the 

values customarily employed to indicate the presence of multicollinearity (Ghozali & 

Ratmono, 2017). Gleaned from the multicollinearity test results presented above is the finding 

that 10 is not exceeded by any of the VIF values: 0.403 is registered for X1, 0.402 for X2, and 

0.990 for X3. Furthermore, 2.483 is registered for the VIF value of X1, 2.488 for X2, and 1.011 

for X3. It can therefore be inferred that no multicollinearity between the variables exists. In 

other words, the absence of any issue of multicollinearity is indicated by the multicollinearity 

test outcomes above. 

 

Autocorrelation Test 

Autocorrelation testing can be carried out by assessing the SPSS output values using the 

Run Test. The following table shows the Run Test values for the autocorrelation test. 

Table 6. Outcomes of the Autocorrelation Test 
Test Z Asymp. Sig. (2-tailed) Decision 

Runs Test -1.505 0.132 No autocorrelation 
Source: Processed research data, 2026 

Predicated upon the table above, it can be discerned that 0.05 is exceeded by the value of 

Asymp. Sig (2-tailed), namely 0.132 > 0.05; it can therefore be inferred that freedom from 

autocorrelation is exhibited by the regression model. 

 

Heteroscedasticity Test 

The assumption of homoscedasticity, whereby the same distribution is exhibited by the 

research variables, is tested by means of the heteroscedasticity test. Should the variance of the 

residuals be maintained as constant from one observation to the next, homoscedasticity is what 

this is termed; should variation instead be exhibited, heteroscedasticity is what this is termed. 

Homoscedasticity is exhibited by a good regression model, meaning that heteroscedasticity is 

not present. The Glejser test, carried out by means of SPSS 22, was employed as the test for 

heteroscedasticity in this study. Presented in the table below are the results of the Glejser test. 

Table 7. Outcomes of the Heteroscedasticity Test 
Variable Sig. Decision 

Environmental Costs 0.156 No heteroscedasticity 

Frequency of Committee Meetings 0.615 No heteroscedasticity 

Proportion of Independent Board Members 0.460 No Heteroscedasticity 
Source: Processed research data, 2026 
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In light of the Glejser test results, the significance value for environmental costs is 0.156 

and for audit committee meeting frequency is 0.615. Both values are greater than the 

significance level of 0.05, so H0 is accepted, denoting that there is no symptom of 

heteroscedasticity in either of these variables. Meanwhile, the proportion of independent board 

members has a significance value of 0.460, which is also greater than 0.05. Thus, this variable 

also shows no symptom of heteroscedasticity. In summary, the Glejser test results show no 

evidence of heteroscedasticity in the regression model. 

 

Coefficient of Determination Test 

The extent to which variation in the independent variables can be captured by a model is 

gauged by means of the coefficient of determination, rendered useful for such purpose. Ranging 

from 0 to 1, the coefficient of determination approaches unity when predictors account for 

virtually all variation in the dependent variable. Table 7 reports these findings from the 

regression analysis. 

Table 8. Coefficient of Determination Test Outcomes 
R R Square Adjusted R Square 

0.538 0.289 0.237 
Source: Processed research data, 2026 

Referring to Table 8, the R Square value of 0.289 indicates that variables X1, X2, and 

X3 jointly explain 28.9% of the variation in financial performance. Once corrected for the 

number of predictors incorporated into the model, the Adjusted R Square of 0.237 indicates 

that these three variables account for approximately 23.7% of the variance in financial 

performance. Thus, the model's ability to explain the variation in financial performance is 

relatively limited, while the remaining 76.3% of variation may be related to factors not included 

in the model, such as company-specific factors, industry characteristics, and macroeconomic 

conditions. This condition represents one of the limitations of the study and indicates the need 

to consider additional variables in future research. 

 

t-test 

The t-test was undertaken to ascertain the degree to which a single independent variable 

accounts for fluctuations in the dependent variable, with its outcomes tabulated in Table 9 

below. 

Table 9. Results of the t-test 

Variable 
Coefficient 

(B) 
t-value Sig. Decision 

Environmental Costs -4.040 -2.500 0.017 Significant 

Frequency of Committee Meetings 100.376 1.790 0.081 Not significant 

Proportion of Independent Board Members -389.723 -3.587 0.001 Significant 
Source: Processed research data, 2026 

Basically, the t-test is applied to gauge the unique explanatory contribution of each 

independent variable to the variation in the dependent variable and to test the hypotheses within 

the study. Referring to Table 9, environmental costs have a significant partial association with 

financial performance, as shown by a significance value of 0.017, which is smaller than the 5% 

significance level (0.05). In contrast, audit committee meeting frequency does not have a 

significant partial effect on financial performance, as its significance value is 0.081, which is 

greater than 0.05. Meanwhile, the proportion of independent commissioners has a significant 

partial association with financial performance because its significance value is 0.001, which is 

smaller than 0.05. Thus, environmental costs and the proportion of independent commissioners 

have a partial association with financial performance, while audit committee meeting 

frequency has no significant association with financial performance.  
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F-test 

To evaluate the combined influence of all independent variables on the dependent 

variable, an F-test was performed. Table 10 presents these simultaneous test results. 

Table 10. Results of the F-test 
F-value Sig. Decision 

5.558 0.003 Significant 
Source: Processed research data, 2026 

Findings from the F-test (ANOVA) reveal an F value of 5.558, accompanied by a 

significance value of 0.003. As the significance value falls below 0.05, the regression model 

as a whole is deemed statistically significant. In other words, environmental costs, audit 

committee meeting frequency, and the proportion of independent commissioners collectively 

account for variation in financial performance; however, the F test does not show how or how 

significantly each variable individually contributes. 

 

DISCUSSION 

The regression results show that environmental costs have a negative relationship with 

financial performance among food and beverage companies listed on the IDX. This indicates 

that higher environmental costs are associated with lower financial performance in the 

observed sample. However, this result should not be interpreted as evidence that environmental 

expenditure directly reduces financial performance. Rather, the relationship needs to be 

understood in terms of the economic and managerial context of environmental spending. The 

negative relationship may be explained by several factors. Environmental costs can create a 

short-term financial burden through spending on pollution control, waste treatment, 

environmental provisions, and resource management, while the economic benefits may only 

be realized in the longer term. In addition, companies with weaker financial performance may 

incur higher environmental costs because of environmental problems, regulatory pressure, 

remediation, or compliance requirements. Such spending may therefore be reactive rather than 

a proactive strategic investment. The financial implications of environmental costs 

consequently depend on the purpose, timing, allocation, and effectiveness of the expenditure. 

The possibility of reverse causality should also be considered. Companies with stronger 

financial performance may have greater capacity to invest in environmental management, 

whereas weaker companies may face higher environmental costs due to pollution, regulatory 

penalties, remediation, or compliance. Therefore, the results indicate an empirical association 

rather than evidence of a causal relationship in which environmental costs reduce financial 

performance. 

Environmental expenditure nevertheless reflects the company's efforts to control the 

environmental impact of its production activities. Companies that disclose environmental costs 

demonstrate greater attention to environmental management and stakeholder accountability. 

This is consistent with Ramadhana and Setiawan (2024), who emphasize the importance of 

environmental cost disclosure as information about corporate responsibility toward the 

environment. Such disclosure enables stakeholders to assess how companies manage the 

environmental consequences of their activities. From the perspective of Stakeholder Theory, 

environmental costs can also support relationships with communities, consumers, regulators, 

and investors. Danso et al. (2020) show that stakeholder integration and environmental 

sustainability orientation can support financial performance, while Baah et al. (2021) find that 

stakeholder pressure can encourage green production practices that influence corporate 

reputation, environmental performance, and financial results. 
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This issue is particularly relevant to food and beverage companies because their 

production activities involve substantial use of water, energy, raw materials, packaging, and 

waste management. Environmental spending on waste reduction, resource efficiency, pollution 

control, and compliance with environmental standards may reduce operational and reputational 

risks. Kim et al. (2021) show that environmental performance can be associated with firm 

market value and that this relationship may be strengthened by corporate reputation. The 

findings are also consistent with Dewi and Ardianingsih (2024), who report that environmental 

costs affect financial performance. Thus, environmental costs should not be viewed only as an 

operational burden but also as part of environmental management and stakeholder 

accountability. However, environmental expenditure does not automatically generate financial 

benefits. Its benefits are more likely to emerge when spending is directed toward productive 

activities such as energy and water efficiency, waste reduction, pollution prevention, and 

improved environmental management. 

The results further show that audit committee meeting frequency has no significant effect 

on financial performance. This finding suggests that the effectiveness of corporate governance 

cannot be assessed merely from the frequency of formal meetings. Although the audit 

committee is responsible for overseeing financial reporting, internal controls, risk 

management, and compliance, frequent meetings do not necessarily indicate effective 

oversight. The quality of discussions, member competence and independence, attendance, and 

follow-up actions may be more important, although these aspects were not directly measured 

in this study and therefore cannot be used as empirical explanations for the insignificant 

relationship. This finding is consistent with Malik (2022) and Zulaika and Mariani (2024), who 

show that governance mechanisms do not always have a direct effect on financial performance. 

Similarly, Bansal (2016) finds that audit committee meeting frequency does not necessarily 

improve financial performance. In contrast, Hoque et al. (2013) identify a relationship between 

audit committee meeting activity and financial performance among Australian companies. 

These differences suggest that the contribution of audit committee meetings may depend on 

institutional context, company characteristics, member quality, and the broader governance 

environment. Meetings are more likely to contribute to financial performance when they 

address substantive issues and lead to concrete corrective actions. Therefore, companies should 

focus not only on the number of meetings but also on their quality and substance, particularly 

regarding financial risks, reporting quality, internal controls, compliance, and environmental 

risks. This approach can strengthen stakeholder protection and support sustainable financial 

performance. 

The results also show that the independent board of commissioners has a significant 

effect on financial performance. This indicates that independent oversight can strengthen 

monitoring of management and encourage decisions that consider broader stakeholder 

interests. A higher proportion of independent commissioners can strengthen oversight of 

resource use, strategic decisions, risk management, financial reporting, and compliance. 

However, the negative coefficient indicates that greater board independence does not 

necessarily correspond to better financial performance. Thus, independent commissioners may 

strengthen accountability, but their financial contribution depends on the quality and 

effectiveness of their oversight. This result is consistent with Novitasari et al. (2020) and Malik 

(2022), which emphasize the importance of board independence in strengthening corporate 

oversight. From the perspective of Stakeholder Theory, independent commissioners can 

encourage management to consider not only shareholders but also consumers, employees, 

creditors, communities, regulators, and environmental interests. Wang et al. (2021) show that 

independent commissioners can influence CSR and financial performance in developing 

economies, while Tran (2021) finds that director independence can be related to profitability, 

particularly when combined with CSR practices. However, Yen and Thanh (2021) report 
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different findings, indicating that the effectiveness of independent commissioners may vary 

according to ownership structure, institutional environment, company characteristics, and the 

quality of monitoring. Therefore, formal independence needs to be supported by competence, 

objectivity, involvement, and effective oversight. 

The significant effect of independent commissioners should nevertheless be interpreted 

cautiously. The relatively low R² indicates that most variation in financial performance is 

explained by factors outside the model. In addition, the irregular distribution of ROA values 

and unresolved heteroscedasticity in the independent commissioners variable (X3) may affect 

the reliability of the estimated coefficient and significance level. Therefore, the finding should 

be understood as an empirical relationship within the sample and model rather than as evidence 

of a strong or universally applicable causal relationship. The negative coefficient also suggests 

that the presence of independent commissioners alone cannot be assumed to improve financial 

performance. 

When considered simultaneously, environmental costs, audit committee meeting 

frequency, and independent board of commissioners significantly affect financial performance. 

This finding indicates that environmental management and corporate governance should be 

viewed as complementary rather than isolated mechanisms. Environmental costs represent the 

company's responsibility toward external stakeholders and the environment, while the audit 

committee and independent commissioners support transparency, accountability, and internal 

oversight. Together, these mechanisms can help companies respond to stakeholder 

expectations while ensuring that corporate resources are managed responsibly. 

From the perspective of Stakeholder Theory, effective stakeholder management can 

provide trust, reputation, support, and legitimacy that contribute to value creation. Danso et al. 

(2020) demonstrate the relevance of stakeholder integration and environmental sustainability 

to financial performance, while Baah et al. (2021) show that stakeholder pressure can 

encourage green production practices associated with corporate reputation and environmental 

outcomes. Other theoretical perspectives also provide useful interpretations. Agency Theory 

emphasizes monitoring and control costs, Legitimacy Theory views environmental expenditure 

as a response to social and regulatory expectations, Resource Dependence Theory highlights 

the potential role of independent commissioners in providing external resources and networks, 

and the Natural-Resource-Based View suggests that environmental capabilities can create 

competitive advantage when effectively integrated with organizational resources. These 

perspectives indicate that the relationship between environmental management, governance, 

and financial performance is context-dependent rather than uniformly positive. 

Environmental responsibility may also generate economic benefits through corporate 

reputation. Kim et al. (2021) show that reputation can strengthen the relationship between 

environmental performance and firm market value. Meanwhile, independent commissioners 

strengthen management oversight, and the audit committee supports reporting integrity and 

internal controls. However, the insignificant effect of audit committee meeting frequency 

indicates that formal governance characteristics alone are insufficient to explain financial 

performance. Radu and Smaili (2021) emphasize the need to balance financial performance 

with social and environmental accountability. Accordingly, environmental expenditure is more 

likely to contribute to long-term benefits when supported by effective governance and directed 

toward productive environmental activities. Overall, the findings reinforce the relevance of 

Stakeholder Theory in understanding financial performance among food and beverage 

companies. Environmental costs reflect the company's response to external stakeholder 

interests, while corporate governance supports accountable decision-making and resource 

management. Nevertheless, their effects should be interpreted according to the empirical 

relationships identified in the study rather than assumed to automatically produce positive 

financial outcomes. 
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CONCLUSION 

Based on the findings, environmental costs have a significant association with financial 

performance, while audit committee meeting frequency has no significant association. The 

proportion of independent commissioners has a negative and significant association with 

financial performance, while environmental costs, audit committee meeting frequency, and the 

proportion of independent commissioners jointly have a significant association with financial 

performance. These findings suggest that companies should improve environmental cost 

management and reporting, focus on the quality and effectiveness of audit committee oversight 

rather than meeting frequency, and strengthen the competence of independent commissioners 

in environmental, accounting, and risk management issues. This study is limited by its small 

sample, short observation period, heteroscedasticity, absence of control variables, and limited 

measurement of environmental and governance factors. Future research should use larger 

samples, longer observation periods, panel data, robust statistical methods, relevant control 

variables, and alternative measures of financial performance to provide more generalizable and 

comprehensive results. 
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