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Abstract. The rapid growth of small and medium-sized enterprises (MSMEs) is resulting 

in intense competition in the market. Various strategies have been developed to gain a 

competitive edge over other entities. Additionally, the environmental damage caused by 

excessive resource use and resulting pollution is becoming more severe. Therefore, the aim 

of this study is to identify the factors that influence the performance of MSMEs through 

environmental stewardship. The variables used in this research include green accounting, 

environmental innovation, sustainable entrepreneurship, digitalization, and firm value in 

relation to the performance of MSMEs in Medan City. This study involved 57 MSMEs in 

Medan City and hypotheses were tested using SEM. The results of the research indicate 

that integrating green accounting and environmental innovation practices can enhance 

company performance, while implementing sustainable business practices can increase the 

value of MSMEs. The study's conclusions imply that incorporating new environmental 

technologies and assuming corporate responsibility for the environment are associated 

with improved organizational performance. 

Keywords: green accounting, green innovation, green entrepreneurship, digitalization, 

firm value, MSME performance 

1. Introduction 

In light of the 4.71 per cent economic growth observed in 2022, the opportunity exists to pursue 

initiatives aimed at enhancing the wellbeing of citizens.  Furthermore, the contribution of Micro, 
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Small and Medium Enterprises (MSMEs) to the growth of the city of Medan following the 

Covid-19 pandemic reached 38,343, which represents a significant step towards improving the 

welfare of the local population.  Moreover, the contribution of MSMEs to community welfare 

enhancement has been elucidated. A number of studies have indicated that MSMEs play a 

significant role in economic development, social progress, and increased innovation [1]–[3]. 

The enhancement of MSMEs is also facilitated by an expansion of both human and natural 

resources, which become instrumental in attaining success and sustainability. Moreover, the 

implementation of these policies is anticipated to diminish reliance on large companies and 

optimise the utilisation of a country's resources, which will have an impact on reducing poverty, 

inequality, increasing peace, and justice [4]. 

The long-term sustainability of MSMEs necessitates the availability of natural resources of 

consistently high quality. The current issue is that the proliferation of micro, small, medium and 

large industries has a detrimental effect on the environment, including pollution of the air, soil, 

water and noise. Consequently, it is of paramount importance to innovate and utilise resources 

in a manner that ensures the continued sustainability of business operations while reducing their 

impact on the environment. According to data from BPS, energy consumption has continued to 

rise, with the production of CO2e reaching 595,665 thousand tonnes in 2018 and 638,808 

thousand tonnes in 2019 [5]. Furthermore, the generation of waste also contributes to the 

emission of greenhouse gases, with an increase of 5.25% from 2018. Furthermore, the increase 

in plastic waste represents a significant challenge to environmental sustainability [6]. Therefore, 

it is important to increase the economic by awareness to environmental conditions.  

The company's objective is to enhance performance by increasing profits. Similarly, with 

MSMEs, various strategies are employed to ensure survival and boost profits. These include 

increasing production and sales, with the aim of achieving the desired profit. However, this 

approach has a negative influence to the environment. The use of excessive resources in the 

production process has an adverse effect on the environment. One such example is the 

production process, whereby MSMEs dispose of waste that has an impact on environmental 

damage. Finally, the communities that live in the vicinity of the business are the ones who 

experience the direct impact. Disturbed communities will demand that companies care about 

the environmental damage that occurs, which in turn affects to firm value. Furthermore, the use 

of natural resources without control also has an impact on environmental damage and the 

preservation of biodiversity around it.  

In particular, MSMEs that depend on the surrounding resources will attempt to fulfil their raw 

material requirements by overexploiting, which will have an impact on the scarcity of resources 

in the future. This research focuses on the factors that affect the value of MSMEs, which in turn 

affect the improvement of company performance as measured by the increase in profits obtained 

each period. The issue of environmental damage has the potential to impact the company's 

image and profitability. The company's operations produce waste that affects the environment 

and society. This can lead to a negative image. On the other side, the MSME sector that has not 

prioritised environmental sustainability presents a chance to enhance performance and achieve 

competitive advantages. The growing number of MSMEs signals intensifying competition.  

The significance of innovation and management in MSMEs will provide encouragement and 

competitive advantages that have an impact on the profitability obtained. There are several 

studies that affect performance as seen from concern for the environment. One of them is green 

accounting, which involves the charging of environmental costs in the production process. The 
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concept of green accounting is that companies charge environmental costs in every production 

process that is carried out [7], [8].  

In light of the above considerations, companies must now be held responsible for the 

improvement of the environment that has been impacted by their operations. Previously, there 

was a dearth of awareness regarding the concept of environmental responsibility. Consequently, 

the costs of environmental damage were incurred against company profits. This has resulted in 

many companies being reluctant to bear these costs, on the grounds that they do not consider 

these activities to contribute to the company's bottom line. The application of green accounting 

enables the company to avoid the necessity for the preparation of funds with a view to improving 

the environment. This is because the costs of environmental damage are already borne by each 

product.  

Consequently, it is anticipated that the company will experience enhanced developmental and 

expansion prospects, as well as enhanced image and profits. This is supported by the findings 

of [9]–[13]. A growing number of parties, as identified by [2], are encouraging businesses to 

embrace innovation. This is largely attributed to heightened competition and the growing 

demand from consumers. This innovation provides a description of changes in the processes 

and products produced by the company with respect to environmental conditions [14]. These 

include the use of water, energy, and waste treatment in the production of environmentally 

friendly products [15]. The implementation of green innovation is anticipated to enable 

companies to develop products with competitive advantages and renewability. Such products 

will enable them to compete effectively in their markets. Green innovation initiatives are not 

solely the preserve of large corporations; they are also being implemented by medium-sized and 

smaller enterprises. These companies are adopting green innovation strategies in the form of 

more responsible management of raw materials, energy and waste.  

The application of green entrepreneurship has attracted increasing interest from the general 

public, as it is designed to protect the environment [14], [16], [17]. This encompasses the 

products produced, the manufacturing process and marketing strategies that are environmentally 

conscious. However, the application of green entrepreneurship is yet to be embraced by a 

significant number of businesses due to the perceived need for considerable funding in the short 

term in order to achieve company profits [18]–[20]. However, in the long term, the application 

of this concept enables companies to compete by creating new products that can generate profits 

and competitive advantages over other companies [21], [22]. 

A further factor influencing company performance is digitalization. The swift advancement of 

technology compels every enterprise to implement digital technologies in every area. The ease 

and speed with which information is generated empower companies to compete effectively with 

rivals and make informed choices. Ultimately, the deployment of digital technologies is 

anticipated to facilitate the development of an effective strategic plan and broader marketing 

initiatives, thereby enhancing company value and performance. Technological advances have a 

positive impact on entrepreneurship [23]. The digitalization of umkm enables the development 

of business and expansion of networks, thereby improving the image of the enterprise [24].  This 

is corroborated by research [25] which posits that the significance of sustainable 

entrepreneurship can be achieved through the implementation of dynamic strategies that result 

in innovation and enhanced marketing [26].  

2. Method 
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This research is based on the Natural Resource-Based View. This theory was first introduced 

by [27]. The theory argues that companies that prioritise environmental and social issues will 

be able to compete. This is evidenced by the findings of [27], [28]. The theory focuses on how 

companies prevent environmental damage in the form of pollution prevention, environmentally 

friendly products, and improving environmental sustainability. Achieving this goal necessitates 

the deployment of appropriate technology in the conduct of processes and the production of 

environmentally friendly products. Technology can be leveraged to enhance the efficiency of 

product production by reducing the time required for completion and optimizing the utilization 

of raw materials. Moreover, the application of technology can result in the creation of 

environmentally friendly products. This is due to the enhanced efficiency, cost-effectiveness 

and reduced risk of environmental and product damage that can be attained by utilizing 

technology to manage the supply of raw materials.   As posited by [29], the application of 

technology necessitates the implementation of continuous strategies and invoicing methods to 

encourage efficiency. This theory asserts that competitive advantage arises from the utilisation 

of resources in the form of physical goods, advanced technology, expertise, knowledge, and 

innovation [30]. Through the effective and efficient utilisation of resources, organisational 

performance is expected to improve. As outlined by [31], companies committed to improving 

the environment must link with ecological practices, commitment and technology portfolios. 

Similarly, research conducted by [32] which analysed Australian companies demonstrated that 

concern for company performance is a key factor in driving ecological commitment. 

Conversely, indifference to ecology will have an effect on the firm's management performance. 

Firm Performance 

The fundamental objective of establishing a business is to generate profits. In order to achieve 

this, businesses must navigate the competitive landscape, which necessitates the development 

of an effective strategy. One of the key performance indicators is the increase in profit over 

time. An increase in profits is indicative of enhanced business performance. However, it is 

essential to consider a comparison indicator, given that expenses are likely to remain or 

decrease. It is anticipated that the increase in profit will enable the business to compete 

effectively and to develop its operations, thereby enhancing the prosperity of its owners. One 

type of business that is particularly susceptible to fluctuations in the market and to external 

factors is MSMEs. These companies are particularly vulnerable to the economics, social and 

political conditions.    

Nevertheless, numerous developing and developed countries advocate the promotion of 

MSMEs as a business model, as they have a significant effect on community welfare and 

contribute significantly to the country's economy, thereby reducing unemployment [33]. This 

application also provides encouragement so that residents do not depend on companies and can 

strive to become independent. A number of factors affect the performance of MSMEs. One such 

factor is the impact of brand image on firm value, as demonstrated by research conducted by 

[34]–[36]. Furthermore, research conducted by [37] indicates that the implication of green 

entrepreneurship will improve the performance of industrial companies. Similarly, the 

implications of green accounting, whereby companies report to the public regarding their 

responsibilities to the environment, result in an increase in firm value and impact company 

performance [11], [12], [38], [39]. Furthermore, the utilisation of energy, materials and waste 

management in the context of green innovation has been demonstrated to influence firm value 

and performance [2]. Finally, the advent of digitalization in the provision of information and 

marketing has been shown to impact upon firm value and performance [40]. 
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Firm Value 

The value of a company is the primary factor that influences its performance, reflecting how 

consumers perceive the company's image and its products. Many companies are currently 

striving to boost their value by implementing effective strategies to introduce their products. 

One such strategy includes the company's commitment to environmental concerns, especially 

when its operations could have a negative effect on the environment. By the implementing 

corporate social responsibility (CSR) initiatives, companies can demonstrate their responsibility 

and contribution to environmental preservation. Additionally, using environmentally friendly 

raw materials can help reduce environmental and health risks, ensuring that the surrounding 

community is not adversely affected. This approach is expected to increase the company's value, 

as consumers will prefer environmentally friendly products. Moreover, the brand image also 

plays a significant role in increasing the company's value. A positive brand image instills public 

confidence in the company's products, leading to increased sales and a positive impact on its 

performance. The quality of a company's products and services, as reflected in its brand image, 

contributes to an increase in the company's value, ultimately leading to higher sales and positive 

effects on performance[34]. Research by [36] has shown that brand image has a positive impact 

on increasing sales, which [35] has demonstrated that brand image and reputation affect 

company sustainability. Based on the aforementioned findings, The next hypothesis can be 

developed.: 

H1: Firm Value has a Significant Effect on MSME Performance 

Green Accounting 

The high growth of companies is found to be directly proportional to environmental damage 

[41]. The activities of companies, when carried out, result in pollution and environmental 

damage that also has a negative impact on the surrounding community, including health [42]–

[44]. Consequently, the community and governments require attention and care to address these 

issues. In order to address these issues, governments in each country implement regulations 

limiting production activities that have a negative impact on environmental damage. One such 

regulation requires companies to set aside profits earned towards the repair of damaged 

environments. 

Accountants, in preparing financial statements, introduce green accounting. The term "green 

accounting" is defined as a company's strategy for reporting its responsibility to the environment 

through the charging of environmental costs incurred during the production process. The 

company will not be harmed by the charge, but rather, its value will increase with a positive 

image of the environment. This, in turn, will lead to an increase in sales, which will have an 

effect on the firm’s performance. Research conducted by [45] on companies in South Africa 

indicates that environmental accounting is positively correlated with company performance. 

The implementation of ecological accounting facilitates the achievement of organisational goals 

related to the improvement and reporting of ecological impacts in relation to environmental 

costs. One indicator of green accounting is the utilisation of environmental management 

accounting, which encompasses the assessment of all costs and benefits associated with 

operational process changes and their subsequent impact on the environment [46]. Businesses 

can utilize green accounting to effectively and efficiently manage and analyze the expenses 

associated with environmental preservation to achieve anticipated benefits and carry out 

environmental conservation activities. The presence of environmental concern within a 

community can be seen as a reflection of the values held by that community, which in turn has 
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an effect on the perceived value of a business. This, in turn, can have a positive impact on sales. 

Research conducted by [47] indicates that a business’s management’s concern for the 

environment is positively associated with an improvement in the business’s overall 

performance.  These findings are consistent with those of previous studies [7], [48]–[51], which 

have demonstrated a direct correlation between green accounting and company performance. 

Based on the preceding discussion, the following hypothesis can be formulated: 

Hypothesis 2: Green accounting has a significant effect on firm value. 

Hypothesis 3: Green accounting has a significant effect on MSME performance. 

Green Innovation 

The current environmental damage forces companies to develop an appropriate strategy so that 

the company can be sustainable [52]. In order to solve these problems, companies make green 

innovations which produce products and processes based on environmental preservation. Green 

innovation is defined as a company strategy in promoting the sustainability of its business 

through sustainable development practices and environmental protection [53]. Green innovation 

is defined as the utilisation of environmentally friendly raw materials, appropriate technology 

and production processes that do not result in environmental damage, and environmentally 

friendly marketing [15]. The protection of quality natural and human resources will provide 

improved performance, which will have a positive impact on the sustainability of the company 

[2]. A study conducted by [54] on hotel businesses in Malaysia revealed that the implementation 

of environmentally friendly innovations could enhance the quality of hotel products and 

services, thereby benefiting the health of the surrounding community. 

This study was conducted on MSMEs, where the challenges of environmental degradation and 

global warming have an effect on the performance of MSMEs [55]. Consequently, the 

implementation of green innovations is anticipated to offer opportunities and competitive 

advantages in comparison to other businesses, through the utilisation of energy, waste treatment 

and environmentally friendly raw materials. The challenge for MSMEs is that they have not yet 

adopted environmentally friendly strategies such as the efficient use of energy and raw 

materials. Furthermore, the waste produced is a significant issue for MSMEs, which has an 

impact on environmental damage and ultimately gives a negative image to MSMEs. The 

implementation of green innovation is expected to result in a reduction in the use of energy that 

can damage the environment, waste generated, and environmentally friendly production 

processes [56]. MSMEs will produce environmentally friendly products and provide a positive 

image, which will encourage consumers to purchase products, thereby increasing company 

value and performance. Based on the aforementioned description, the following hypothesis can 

be constructed: 

Hypothesis 4: Green innovation has a significant effect on firm value. 

Hypothesis 5: Green innovation has a significant effect on MSME performance. 

Green Entrepreneurship 

Environmental issues are a significant concern for most companies, which is why they are 

competing to develop the optimal strategy for addressing these problems. One of the groups that 

stands to benefit from this competition is micro, small, and medium enterprises (MSMEs), 

which often lack sufficient knowledge about the negative impact of their business on the 

environment and how to solve the problem. One strategy that can be employed by implementing 
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green entrepreneurship, which is based on the preservation of natural resources [57]. This 

application has a positive impact on MSMEs because it provides a competitive advantage over 

other MSMEs and attracts consumers to purchase their products by producing process 

innovations and environmentally friendly products [58]. Green entrepreneurship is a condition 

where business owners diversify ideas and apply new concepts while maintaining the 

environment and society [33].  

Conversely, micro, small and medium-sized enterprises (MSMEs) that aspire to implement this 

concept lack a clear understanding of environmentally friendly raw materials and production 

processes that do not damage the environment [59]. Consequently, such failures result in losses 

to the business, which in turn may lead to the bankruptcy of the company. Consequently, it is 

crucial to comprehend the concept of green entrepreneurship in MSMEs if one is to reap the 

benefits of enhanced processes and production, augmented value, and increased sales. The 

indicators of green entrepreneurship encompass not only environmental concepts but also social 

and economic factors. Research conducted by [60] indicates that the application of social 

entrepreneurship has a positive impact on social welfare and the achievement of company goals. 

Furthermore, the existence of green entrepreneurship is associated with a positive consumer 

perception and attitude towards the business [61], [62]. This viewpoint is also supported by [63], 

who posit that the application of green entrepreneurship will attract consumers to purchase 

ecological products, recycled and environmentally friendly, which will not be more expensive 

than other products [64], [65]. Ultimately, this will have a positive effect on the value of the 

company and its performance. Based on the preceding analysis, the following hypotheses can 

be formulated: 

H6: Green Entrepreneurship has a significant effect on firm value. 

H7: Green Entrepreneurship has a significant effect on MSME performance. 

Digitalization 

The accelerated pace of technological innovation has rendered it feasible for all individuals and 

entities to engage in commercial activities and pursue entrepreneurial endeavors. The capacity 

to undertake activities automatically at any time and in any location facilitates the creation of 

highly profitable business opportunities. Consequently, companies are able to be more efficient 

and economical in their promotion of their business on social media [66], [67]. One such entity 

is the micro, small and medium enterprise (MSME), which may be established either 

individually or in groups. It is evident that MSMEs have the capacity to exert a beneficial 

influence on societal well-being and contribute to the state [3]. The issue is that a significant 

proportion of MSMEs have been unable to implement this concept due to a lack of knowledge 

and the use of technology. As stated by [25], MSMEs must be able to adopt various strategies 

to foster an entrepreneurial mindset and integrate them into sustainable practices. One such 

impact is the application of digitalization, which affects the company's capacity to develop 

innovative products and services [26], [68]. Furthermore, digitalization also affects the 

innovation activities of SMEs [24]. The application of digitalization will shape the market and 

achieve company goals through the production of quality products and processes, thereby 

enabling the company to gain a competitive advantage over other MSMEs. Furthermore, 

digitalization will mitigate the impact of environmental damage, thereby conferring a positive 

business value and reducing the cost of environmental damage [69]. In light of the 

aforementioned description, the following hypothesis can be posited: 

Hypothesis 8: Digitalization has a significant effect on firm value. 
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Hypothesis 9: Digitalization has a significant effect on MSME performance.  

3. Research Method 

This research is a quantitative study employing questionnaires obtained from micro, small and 

medium enterprises (MSMEs). The measurement of each variable is conducted using formulas 

derived from previous researchers who examined green accounting, green innovation, green 

entrepreneurship, digitalization, company value, and MSME performance. 

Research Location 

The location of this research is MSMEs in Medan City. The results of this study provide insights 

into the factors that influence the performance of MSMEs through an environmental approach. 

Population and Sample 

The population in this study comprised micro, small and medium enterprises (MSMEs) in 

Medan City. Sampling was conducted using a simple random sample, with the selected MSMEs 

representing businesses engaged in industry. 

Research Variables 

Independent Variable 

a. Green accounting is the firm’s responsibility to the environment, whereby information on 

social responsibility financing is submitted in the financial statements or environmental 

responsibilities are carried out in the form of social activities. The number of questions on 

the green accounting questionnaire is nine [70], [71]. These are measured on a Likert scale 

of five measurements. 

b. Green innovation is defined as products or processes that do not damage the environment 

by paying attention to material use, energy, and waste treatment. In this study, green 

innovation is measured by two indicators: the products produced and the processes carried 

out in the use of energy, the production process of reducing water usage, and the production 

process that reduces the waste produced [72]. The number of questions on the green 

innovation questionnaire consists of eight questions [73]. Measured on a Likert scale of 

five measurements.  

c. Green entrepreneurship is the utilisation of opportunities through MSME awareness in the 

implementation of activities and the prevention of environmental damage. With regard to 

the questions employed in the measurement of green entrepreneurship, as many as 12 

questions have been identified [74]–[76]. The measurement of digitalization is conducted 

using a Likert scale comprising five items. 

Dependent Variable 

The dependent variables in this study are firm value and MSME performance. 

a. Firm value is defined as the size of the company, which is determined by the amount of 

capital invested in MSMEs. The company value is measured by the natural logarithm of 

total equity/capital [77]. 

b. Firm performance is defined as the satisfaction obtained by the owner through profit, 

turnover and business development. The number of questions used to measure MSME 

performance is nine [78]. The measurement is conducted using a Likert scale with five 

measurements. 

 

 

Analysis Techniques 

The research primarily utilized questionnaires distributed to MSME owners or leaders in Medan 

City to gather the necessary data. Before hypothesis testing, a traditional assumption test was 

carried out. The data analysis utilized a Structural Equation Model (SEM) to explore the 
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connection between exogenous and endogenous variables. This model accounts for influences 

in line with temporary theory and enables the concurrent assessment of variables, including 

latent variables. Furthermore, SEM provides a statistical model fit. 

4. Results and Discussions 

Results 

This study aims to determine how green accounting, green innovation, green entrepreneurship, 

and digitalization impact both the value of a firm and the performance of MSMEs, both directly 

and indirectly. The study was carried out in Medan City, involving 57 participants. Hypothesis 

testing utilized structural equation model (SEM) analysis. The outcomes of the hypothesis 

testing are presented in the subsequent table.  

Table 1 Hypothesis Testing of Direct Effect 

  Original 

Sample 

(O) 

T Statistics 

(|O/STDEV|) 

P Values 

Digitalization -> Firm Performance 0.216 1.643 0.101 

Digitalization -> Firm Value -0.093 0.787 0.432 

Firm Value -> Firm Performance 0.162 1.615 0.107 

Green Accounting -> Firm Performance 0.291 2.463 0.014 

Green Accounting -> Firm Value 0.016 0.082 0.935 

Green Entrepreneurship -> Firm 

Performance 

-0.007 0.029 0.977 

Green Entrepreneurship -> Firm Value 0.419 2.777 0.006 

Green Innovation -> Firm Performance 0.344 2.045 0.041 

Green Innovation -> Firm Value -0.188 0.927 0.354 

Source: Data Processed In 2024 

Table 1 indicates that green entrepreneurship exerts a significant influence on the value of the 

company, whereas digitalization, green accounting and green innovation have no positive 

impact. Conversely, the improvement of MSME performance is influenced by green accounting 

and green innovation variables. 

Table 2 presents the results of an indirect test of the variables of digitalization, green accounting, 

green innovation, and green entrepreneurship on MSME performance through firm value. The 

following presents the results of hypothesis testing.  

Table 2. Hypothesis Testing of Indirect Effect 

  Original Sample 

(O) 

T 

Statistics  

P 

Values 

Digitalization -> Firm Performance -0.015 0.618 0.537 

Green Accounting -> Firm Performance 0.003 0.067 0.947 
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Green Entrepreneurship -> Firm 

Performance 

0.068 1.400 0.162 

Green Innovation -> Firm Performance -0.031 0.608 0.543 

Source: Data Processed In 2024 

Table 2 illustrates the impact of digitalization, green accounting, green entrepreneurship, and 

green innovation on the performance of micro, small, and medium-sized enterprises (MSMEs) 

through firm value. The results of the test indicate that all variables have no significant effect 

on increasing firm performance through firm value. Consequently, the hypothesis is rejected. 

 

Figure 1 Path Analysis 

Discussion 

The data from Table 1 shows that incorporating digitalization in MSMEs does not have 

a noticeable impact on increasing firm value or enhancing MSME performance. This is because 

the use of technology in MSMEs has not led to an increase in sales. The expected rise in 

company value through the use of technology, such as social media and online sales, has not 

been observed to significantly impact company sales. The study's results suggest that the 

hypothesis should be rejected, consistent with the findings of [40], which revealed that 

entrepreneurs are not keen on digitalization and are primarily focused on the company's 

sustainability.  

The purpose of green accounting is to attribute environmental costs to the company's 

production and sales. The results of hypothesis testing reveal that implementing green 

accounting will shield the company from incurring environmental costs in its income. So far, 

the financial implications of environmental responsibility have posed a significant burden for 

many companies, with some being hesitant to allocate resources for environmental 

sustainability. By adopting green accounting, MSMEs can improve their operational 

performance. However, green accounting has not yet shown a positive impact on company 

value, possibly because the general public is not fully aware of companies committed to 

environmental sustainability. The study's results indicate that there is no significant correlation 

between implementing green accounting and increasing company value, which is in line with 

the findings of [79], suggesting a reciprocal relationship between green entrepreneurship and 

company performance. 
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The subsequent variable is the application of green entrepreneurship, which 

demonstrates how MSMEs may establish their businesses while remaining grounded in 

environmental principles. The outcomes of hypothesis testing indicate that the application of 

green entrepreneurship exerts a considerable influence on the enhancement of MSMEs. This is 

due to the fact that MSMEs that engage in operations aligned with environmental protection 

offer greater value in preserving the environment and reducing their impact on pollution. 

Conversely, the application of this concept is considered to have no impact on improving 

company performance. MSMEs that apply this concept are considered unable to generate 

significant sales or profits. These results contradict research [33], [57], [80], [81] which states 

that the application of green entrepreneurship will encourage sustainable development and 

increase environmentally friendly growth. In relation to firm value, the results of this study are 

consistent with previous research [82], [83] which indicates that the application of green 

entrepreneurship will increase the value of a region or company. 

Green innovation refers to the use of processes, products, and organizations that 

prioritize environmental sustainability. Studies testing hypotheses have shown that adopting 

green innovation can positively influence company performance by generating significant 

revenue without increasing the company's environmental impact. However, small and medium-

sized enterprises (MSMEs) have not seen significant benefits from implementing this concept. 

There is no proof that consumers are willing to pay more for products, processes, or 

organizations created by MSMEs that practice green innovation. These findings are consistent 

with previous research conducted by [14], [30], [55], [84], suggesting that green innovation 

implementation can improve business performance, particularly in terms of social and 

environmental outcomes. In terms of firm value, the results suggest that the adoption of green 

innovation has not notably increased firm value. This conflicts with the findings of [85]–[87], 

which show a positive impact of green innovation on firm value. However, research by [88] 

suggests that applying green entrepreneurship can lead to a competitive advantage for the 

company. 

With regard to the final variable, namely company value, the study found that MSMEs 

that apply environmental concepts in their business have not provided a significant increase in 

performance. The increase in firm value based on the environment demonstrates the 

responsibility of MSMEs towards environmental sustainability and reducing pollution. 

However, this concept has not had a significant impact on improving the performance of 

MSMEs. 

5. Conclusion 

The results suggest that incorporating green accounting and green innovation in MSMEs will 

positively influence their performance. Moreover, the value of these enterprises will benefit 

from green entrepreneurship. However, digitalization and green entrepreneurship do not seem 

to notably affect the performance of MSMEs. In addition, digitalization, green accounting, and 

green innovation also do not significantly impact the value of these companies. The study is 

limited by the relatively small number of respondents. It is hoped that future research will 

address this limitation by increasing the number of respondents, leading to more reliable results. 
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