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Abstract. This research intends to explore the influence of green accounting, capital
structure, liquidity, corporate governance, and GDP on the profitability of energy firms. The
research methodology utilized for this examination consists of panel data regression analysis,
utilizing a sample of 27 energy companies listed on the IDX over an 11-year period. The outcomes
of this study indicate that green accounting (PROPER) and capital structure (DAR) negatively
impact profitability, whereas institutional ownership, and GDP demonstrate a noteworthy influence
on energy companies profitability. Furthermore, liquidity (CR) and the presence of board of
directors and independent commissioners does not affect profitability. These results underscore the
significance of a holistic approach in balancing environmental sustainability and financial
performance. These conclusions can be utilized as a foundation for developing strategies that
enhance the financial performance and sustainability of energy sector companies.
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Introduction

Indonesia possesses a multitude of abundant natural resources within its boundaries, offering
a significant opportunity for economic growth and prosperity. It is imperative that these natural
riches are harnessed and managed effectively to ensure the well-being and advancement of the
Indonesian populace. Consequently, in the realm of managing natural resources, the primary
emphasis ought to be on approaches that prioritize the protection and preservation of these
resources, ensuring their enduring viability and sustainability (Mandagie et al., 2024). The energy
sector, serving as a pivotal cornerstone of a nation's economy, holds immense importance as a
catalyst for national advancement (Rheynaldi et al., 2023). Nonetheless, it's crucial to acknowledge
that the energy industry plays a substantial role in the global output of greenhouse gas emissions.
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Data collected by the International Energy Agency (IEA) reveals that greenhouse gas
emissions originating from the energy sector have increased by over three times in the past two
decades, rising from 10 Gigatons of CO2 in 1999 to 33 Gigatons of CO2 in 2019. Approximately
36% of the total global greenhouse gas emissions are attributed to the energy sector. Indonesia
exhibits a notable reliance, approximately 90%, on fossil fuels, prompting efforts towards
decarbonization. As of 2022, the energy and transportation sector accounted for 50.6% of the
overall emissions, with a projected rise to 59% by 2030 (LCDI, 2020). The government of
Indonesia has made a pledge to decrease carbon emissions through the expansion of new renewable
energy sources (EBT) to diminish the reliance on fossil fuels. By the year 2024, the government
aims to reach a target of 19.5% EBT in the main energy combination, with a particular emphasis on
fostering renewable electricity production and the utilization of biofuels.

The ability of an organization to manage and regulate its resources, referred to as financial
performance, is a crucial factor in evaluating the success of a business entity (Endri et al., 2021).
The assessment of a company's success often revolves around the importance of profitability.
Profitability not only serves as a crucial indicator of a company's performance but also signifies a
higher return for its investors (Hossain, 2021). This particular indicator is impacted by a variety of
internal and external factors, and therefore plays a crucial role in determining the success of a
business (Joaqui-Barandica & Manotas-Duque, 2023). Through the inclusion of environmental
considerations in financial decision-making processes, companies can improve their environmental
performance while ensuring financial sustainability (Lindawati et al., 2022).
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Figure 1. Graph of ROA Energy Sector 2012-2022

The decline in ROA was due to an increase in world oil prices due to geopolitical conflicts
in the Middle East and increased energy demand from developing countries. It was also caused by
the fall in world oil prices due to over supply and the global economic slowdown (OPEC, 2015).
ROA increased in 2021 and continued to increase in 2022 to 13.42% as the economy recovered.
The three largest coal producers - China, India and Indonesia - all produce record amounts in 2022
(IEA, 2023).

The Indonesian government has pledged its dedication to the realization of the SDG
(Sustainable Development Goals) framework initiated by the United Nations and embraced by all
participating nations. The SDG constitutes a set of 17 goals and 169 targets that world leaders have
collectively committed to accomplishing over a period of 15 years, spanning from 2015 to 2030
(Bangsa, 2021).

Energy companies require a significant amount of capital investment in order to transition to
renewable energy sources and diminish greenhouse gas emissions. This investment encompasses
the enhancement of electricity infrastructure, which necessitates a considerable financial
commitment. Hence, the financial structures within this industry may encompass a combination of
debt and equity, along with contributions from governmental bodies and other entities. This
scenario was evident in the case of PLN (Indonesian State Electricity Company), where by the
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conclusion of 2019, the company had accumulated debts totalling 500 trillion Rupiah. This
predicament arose due to PLN's lack of internal resources to undertake the 35,000 MW project,
leading the company to opt for bank loans amounting to Rp 100 trillion annually (Meilanova,
2020).

Liquidity refers to a company's ability to satisfy its immediate financial responsibilities. The
level of liquidity directly influences a company's profitability (Hossain, 2021). Energy firms with
strong liquidity are better positioned to address domestic energy demand affected by Domestic
Market Obligation (DMO) policies (IESR, 2023). During the COVID-19 pandemic, PLN
encountered significant liquidity challenges due to a reduction in electricity consumption, leading to
difficulties in settling foreign exchange debts while awaiting state reimbursement. PLN witnessed a
notable decline in sales, coupled with a depreciation of the rupiah against the US dollar.
Consequently, even a minor fluctuation in the exchange rate by Rp 1,000 could result in a
substantial burden of Rp 9 trillion for PLN (Umah, 2020).

Due to the heightened emphasis on environmental consciousness and the adoption of
sustainable practices, there has been a noticeable increase in scrutiny and attention towards the
impact of corporate governance on a company's ecological performance and overall sustainability
initiatives (Mandagie et al., 2024). The operational outcomes of companies in the energy sector are
often impacted by a range of broader economic factors, which can significantly influence their
financial performance. For example, fluctuations in oil and gas prices have the potential to create a
ripple effect on electricity costs, thereby potentially affecting the profit margins of traditional
energy companies (Uribe et al., 2022). The intricate interplay between corporate governance,
economic factors, and environmental concerns underscores the complex dynamics at play within the
energy industry and the importance of adopting sustainable strategies to ensure long-term success.

Literature Review

1. Legitimacy Theory

Legitimacy theory posits that organizations are under an obligation to take proactive
measures to ensure that every operational endeavour they engage in adheres to the societal norms
and regulations in place within the community (Yusnita, 2021). This theory advocates for the
integration of green accounting practices by firms as a strategy to demonstrate their commitment to
environmental stewardship (Aryani et al., 2023). As a result of the pressures emanating from the
discourse on legitimacy, businesses have increasingly prioritized environmental concerns. It is
imperative for companies to not only exhibit social responsibility but also demonstrate a
commitment towards the ecosystem within which they function. Consequently, this dual focus
enables firms to safeguard the environment for forthcoming generations while concurrently
enhancing their financial performance over an extended period (Chairia et al., 2022; Novitasari &
Bernawati, 2020)

2. Agency Theory

Agency theory recognizes the presence of possible conflicts of interest that may arise
between shareholders and managers within a company (Boshnak, 2024). Taking into account that
individuals affiliated with an organisation have various interests, agency theory clarifies their
potential behavioural tendencies (Hidayah, 2023). In order to mitigate these conflicts, it is essential
to implement measures of Good Corporate Governance (GCG) (Saftiana et al., 2017). Good
Corporate Governance plays a crucial role in addressing agency issues by not only minimizing
potential conflicts of interest but also by enhancing transparency, accountability, and the efficiency
of decision-making processes within the organization (Sianturi et al., 2020). The implementation of
GCG practices is crucial for fostering a harmonious relationship between stakeholders and ensuring
the long-term sustainability and success of the company. By promoting ethical behaviour, fairness,
and responsibility, GCG contributes to building trust and confidence among shareholders,
managers, and other stakeholders. Overall, the adoption of GCG principles is fundamental for
promoting a culture of integrity, trust, and responsible leadership within organizations, ultimately
leading to improved performance and sustainable growth.



54 P-ISSN: 2754-6209 « E-ISSN: 2754-6217 « Economics and Finance.Vol.12.Issue 3/2024

3. Stakeholder Theory

Stakeholder Theory highlights the significance of acknowledging the concerns and interests
of all stakeholders involved, such as customers, employees, and the community, when making
decisions within the corporate setting (Yusnita, 2021). It is imperative for the company to actively
engage in efforts aimed at fostering positive and mutually beneficial relationships with these
stakeholders, ensuring that their various needs and preferences are not only recognized but also
effectively addressed and fulfilled. In doing so, the organization can enhance its overall
sustainability and reputation, ultimately contributing to long-term success and competitiveness in
the market (Boshnak, 2024).

4. Green Accounting, Capital Structure, Liquidity, Institutional Ownership, Board of
Directors, Independent Commissioner, Gross Domestic Product on Profitability

The adoption of Green Accounting offers the promise of supporting businesses in reducing
operating costs through enhanced energy efficiency and waste management, ultimately leading to
higher profitability (Nurrasyidin et al., 2024). Maintaining an optimal capital structure is equally
crucial in order to lower capital costs and enhance earnings (Sastra, 2019). Efficient cash
management, as indicated by good liquidity, can enable firms to meet short-term obligations and
prevent incurring additional expenses (Nurhayati et al., 2023). Institutional ownership is often
associated with enhanced oversight and management, which can result in improved operational
efficiency, thereby promoting sound corporate governance practices (Din et al., 2022). The crucial
roles played by the Board of Directors and Independent Commissioners in corporate governance
involve ensuring that decisions made are fair and advantageous to all stakeholders.

H1. Green Accounting, Capital Structure, Liquidity, Institutional Ownership, Board of
Directors, Independent Commissioner and GDP simultaneously affect Profitability.

5. Green Accounting on Profitability

The adoption of green accounting practices by organizations requires strategic actions aimed
at effectively supervising and protecting natural resources and ecosystems to enhance their
ecological footprint and overall environmental sustainability (Lindawati et al., 2022). In the present
research, the evaluation of green accounting was estimated through the utilization of the PROPER
index, which stands for Program for Assessment of Company Performance Rating in Environmental
Management. This index was specifically designed by the Ministry of Environment of the Republic
of Indonesia for such purposes. According to Regulation Number 5 of 2011 issued by the Minister
of State for the Environment, the criteria for PROPER assessment are categorized into five distinct
colors, which are gold, green, blue, red, and black, outlining a comprehensive framework for
evaluating environmental performance in companies within the region.

The participation of a company in the PROPER initiative demonstrates its commitment to
environmental protection and serves as an indicator of its environmental effectiveness (Nurrasyidin
et al., 2024). Moreover, the revelation of environmental expenses signifies the company's
recognition of the significance of its societal surroundings, alongside its objective of attaining
business profits (Dutta et al., 2020). The research conducted by (Aryani et al., 2023) indicated that
green accounting has implications for the company's profitability. Conversely, in a separate study
conducted by (Dita & Ervina, 2021), it was indicated that green accounting does not have any effect
on the company's profitability.

H2. Green Accounting partially affect Profitability.

6. Capital Structure on Profitability

The capital structure of a company involves an analysis of the various funding sources
utilized in its operations, such as short-term debt, long-term debt, and equity (Luckieta et al., 2021).
This research focuses on the impact of capital structure, specifically through the debt-to-asset ratio
(DAR), on the company's profitability. Effective management of the capital structure can lead to the
establishment of robust and steady financial positions for the organization (Boshnak, 2024). A study
by (Anggraeni & Nasution, 2022) reveals that DAR has a detrimental effect on profitability.
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Conversely, findings from a different study by (Maulita & Tania, 2018) suggest that DAR does not
influence profitability.

H3. Capital Structure partially affect Profitability.

7. Liquidity on Profitability

Liquidity pertains to the rate at which an organization's assets can be transformed into cash
to satisfy its financial commitments (Mandagie et al., 2024). Within this investigation, liquidity is
assessed through the utilization of the current ratio (CR), which gauges the company's capacity to
settle its short-term debts with its present assets. A heightened current ratio suggests that the
company possesses greater liquidity (Chandra et al., 2019). Research conducted by (Sastra, 2019)
suggests that liquidity has a substantial impact on profitability, in contrast to the findings of a study
conducted by (Hossain, 2021) asserting that liquidity does not influence ROA.

H4. Liquidity partially affect Profitability.

8. Institutional Ownership on Profitability

Institutional ownership refers to the ownership of company shares by various institutions
such as insurance companies, banks, investment firms, and other similar entities (Sianturi et al.,
2020). Institutional investors possess a higher level of expertise in identifying discrepancies within
a company, thus reducing the likelihood of being misled by management (Saftiana et al., 2017). A
study conducted by (Din et al., 2022) also highlighted a positive correlation between institutional
ownership and profitability. However, the findings of this research are in contrast to a study carried
out by (Sianturi et al.,, 2020) which suggests that institutional ownership does not impact a
company's profitability.

H5. Institutional Ownership partially affect Profitability.

9. Board of Directors on Profitability

The board of directors is responsible for overseeing the management team in the interests of
shareholders and ensuring the allocation of essential resources (Vincent et al., 2023). According to a
study by (Ni’mah & Syaiful, 2021), the board of directors does not impact profitability.
Nevertheless, this finding contradicts the research by (Pratama et al., 2022), which suggests that the
board of directors does influence the company's profitability level.

H6. Board of directors partially affect Profitability.

10. Independent Commissioners on Profitability

Independent commissioners play a crucial role in mitigating the risks associated with
management decisions (Hapsari et al., 2019). (Ni’mah & Syaiful, 2021) found in their study that
independent commissioners have a beneficial and notable impact on the profitability of an
organization. Conversely, according to the research by (Sianturi et al., 2020), the presence of
independent commissioners does not affect profitability.

H?7. Independent Commissioners partially affect Profitability.

11. GDP on Profitability

Macroeconomic factors, like Gross Domestic Product (GDP), play a significant role in
influencing the overall economy. A reduction in GDP serves as an indicator of a recession, which
could potentially lower energy consumption and have an impact on the profitability of businesses in
the energy sector. Research conducted by (Rezina et al., 2020) suggests a positive correlation
between GDP and profitability. This finding contrasts with the study conducted by (Saputro, 2019),
which argues that GDP does not have a direct impact on companies' profitability levels.

H8. GDP partially affect Profitability.

Methods

This research employs quantitative methodologies to assess the potential impact of green
accounting, capital structure, liquidity, effective corporate governance, and GDP on profitability.
Quantitative techniques utilize numerical data to examine the associations between various
variables (Silaen, 2018). The study adopts a causal descriptive research approach, utilizing panel
data. Panel data comprises observations of multiple units over various time points, where each unit
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has a distinct identity (Wooldridge, 2018). The utilization of panel data in this investigation is a
time-consuming process, spanning several years, to observe continuous changes over the specified
duration.

Table 1. Sampling Characteristic

No. Criteria Total Company
1 Firms that have maintained a continuous presence on the IDX Energy a4
Sector between the years 2012 and 2022.
Firms that have a consistent listing on the IDX Energy Sector but have
2 not maintained a regular publication of annual reports from 2012 to -17
2022.
Firms that are consistently included in the IDX within the Energy Sector,
3 yet lack comprehensive data pertaining to the variables under 0
investigation in this research.
The total number of samples that fulfil the specified criteria 27
The quantity of data that was analysed (27 x 11 years) 297

This study included all companies operating in the energy sector and listed on the Indonesia
Stock Exchange as the entire population. The research employed a non-probability sampling
technique, specifically purposive sampling. Purposive sampling is a deliberate method of sampling
employed by researchers based on predetermined criteria (Creswell & Creswell, 2018). A total of
27 companies were selected as the sample for this study using the criteria outlined in Table 1. The
following is a compilation of those selected companies.

Table 2. Research Sample List

No. Code Company Name
1 ABMM ABM Investama Tbk.
2 ADRO Adaro Energy Tbk.
3 AKRA AKR Corporindo Tbk
4 ARII Atlas Resources Tbk
5 BSSR Baramulti Suksessarana Tbk
6 BULL Buana Lintas Lautan Tbk
7 BUMI Bumi Resources Tbk
8 CNKO Exploitasi Energi Indonesia Tbk
9 DEWA Darma Henwa Tbk
10 DOID Delta Dunia Makmur Tbk
11 DSSA Dian Swastatika Sentosa Tbk
12 ELSA Elnusa Tbk
13 ENRG Energi Mega Persada Tbk
14 HRUM Harum Energy Tbk
15 INDY Indika Energy Thk
16 ITMA Sumber Energi Andalan Tbk
17 ITMG Indo Tambangraya Megah Tbk
18 MBSS Mitrabahtera Segara Sejati Tbk
19 MEDC Medco Energi Internasional Tbk
20 MYOH Samindo Resources Tbk
21 PGAS Perusahaan Gas Negara Tbk
22 PTBA Bukit Asam Tbk
23 PTRO Petrosea Tbk
24 RAJA Rukun Raharja Tbk
25 SMMT Golden Eagle Energy Tbk
26 TOBA TBS Energi Bersama Tbk
27 WINS Wintermar Offshore Marine Tbk

In this research, the independent variables encompass green accounting, which will be
represented by PROPER, capital structure, which will be approximated by DAR, liquidity by CR,
and corporate governance, which will be approximated by institutional ownership, board of
directors, independent commissioners, and GDP. The dependent variable, profitability, will be
measured using ROA.
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Table 3. Research Variable

Variable Proxies Indicator
Green Accounting PROPER Ratings:
. Gold — Excellent — 5
o Green — Good — 4
o Blue — Fair — 3
o Red — Poor - 2
o Black — Very poor -1
Capital Structure Debt to Asset Ratio (DAR) Total Debt
Total Assets
Liquidity Current Ratio (CR) Current Assets
Current Liabilities
Good Corporate Institutional Ownership Number of Shares Institutional Ownership
Governance Total Outstanding Shares
Board of Directors X Total of Board Directors

Independent Commissioner X Independent Commissioners

X Total of Board Commissioners

GDP GDP C+I+G+(X-M)

Profitability ROA Net Income

Total Assets

Results

In the context of estimating models using panel data, there exist three distinct approaches
that can be employed, specifically the common effect model (CEM), fixed effect model (FEM), and
random effect model (REM) (Basuki, 2021). To ascertain the suitable regression model to utilize,
three crucial testing procedures need to be undertaken. These testing phases comprise the Chow
test, the Hausman test, and the Lagrange Multiplier test, all of which aid in determining the most
appropriate choice between FEM, REM, or CEM (Rifkhan, 2022).

3.1 Chow Test
The chow test serves as a valuable tool in assessing the superiority of the FEM method over
the CEM method.
Table 4. Chow Test
Redundant Fixed Effects Tests

Equation: Untitled
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 4.01 -26263 0
Cross-section Chi-square 99.09 26 0

Source: Output EViews 12

According to the findings of the test, the optimal choice of model for this research is FEM.
The subsequent procedure following the Chow test involves conducting the Hausman test.

3.2 Hausman Test
The Hausman test is a statistical method utilized to determine whether FEM or REM is the
optimal choice for conducting panel data analysis.

Table 5. Hausman Test

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects
Test Summary Chi-Sq Statistic Chi-Sq d.f. Prob.
Cross-section random 23.62 7 0

Source: Output EViews 12
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According to the findings of the Hausman test, the most appropriate model for this research
study is FEM.

Based on the outcomes of the Chow test and the Hausman test, the most suitable model for
this study is determined to be FEM. Consequently, the Lagrange Multiplier (LM) test is deemed
unnecessary for this analysis (Basuki, 2021).

3.3 Panel Data Regression

According to the outcomes of the panel data regression analyses conducted, which
encompassed the Chow test and the Hausman test, the fixed effect model emerges as the most
suitable panel data regression model for this study. Subsequently, the findings obtained through the
utilization of the fixed effect model are presented below.

Table 6. Panel Data Regression

Variable Coefficient Std. Error t-Stat Prob
C -0.02 0.03 -0.68 0.5
PROPER -0.01 0 -4.34 0
DAR -0.06 0.03 -2.18 0.03
CR 0 0 1.07 0.29
Ins_Own 0.03 0.01 2.22 0.03
Brd_Dr 0 0 1.29 0.2
Ind_Com 0.06 0.04 1.39 0.17
GDP 0 0 3.35 0

Effects Specification
Cross-Section fixed (dummy variables)
Weighted Statistics

R-squared 0.58 Mean dependent var 0.07
Adjusted R-squared 0.53 S.D. dependent var 0.14
S.E. of regression 0.09 Sum squared resid 2.37
F-statistic 11.2 Durbin-Watson stat 1.32
Prob(F-statistic) 0

Unweighted Statistics

R-squared 0.48 Mean dependent var 0.05
Sum squared resid 2.51 Durbin-Watson stat 1.46

Source: Output EViews 12

According to the information provided in Table 5, the resulting equation can be derived as
follows:

ROA = — 0.02266 — 0.00968 (PROPER) — 0.06117 (DAR) + newline + 0.00199 (CR) + 0
+0.03104 (Ins_Own) + 0.00447 (Brd_Dr) + 0.05800 (Ind_Com) + 3.28330298716e-09 (GDP)

3.4 Simultaneous F Test

Table 7. Simultaneous Test Result

R-squared 0.584347
S.E. of regression 0.09
F-statistic 11.2
Prob(F-statistic) 0

Source: Output EViews 12

The statistical findings provided indicate that through simultaneous hypothesis testing or
F-test, a probability value of 0.000000 is obtained for the F-statistic. This result signifies that
simultaneously, the independent variables exert a substantial impact on the dependent variable.
Basically, the estimated regression model efficiently reveals the interplay among the variables
analysed, underscoring its significance.
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3.5 Partial T-test
Table 8. Partial Test Result

Variable Coefficient Std. Error t-Stat Prob
C -0.02 0.03 -0.68 0.5
PROPER -0.01 0 -4.34 0
DAR -0.06 0.03 -2.18 0.03
CR 0 0 1.07 0.29
Ins_Own 0.03 0.01 2.22 0.03
Brd_Dr 0 0 1.29 0.2
Ind_Com 0.06 0.04 1.39 0.17
GDP 0 0 3.35 0

An analysis of the partial test results provided above reveals the following findings:

1. The test results indicate that the probability value for the Green Accounting (PROPER)
variable is 0.0000, which is lower than the established significance level of > 0.05 or 5%.
Moreover, the regression coefficient is -0.009682. Thus, it can be inferred that Green Accounting
(PROPER) significantly impacts Profitability, with negative coefficients suggesting that an increase
in PROPER leads to a decrease in Profitability.

2. The hypothesis test results partially demonstrate that the probability value for the Capital
Structure (DAR) is 0.0302, with a regression coefficient of -0.061178. Indicating that Capital
Structure partially exerts a significant negative influence on Profitability. An increase in DAR is
associated with a decrease in Profitability.

3. The partial hypothesis testing results reveal that the probability value for Liquidity (CR) is
0.2878, higher than the significance level of 0.05. Thus, it can be asserted that, according to this
partial analysis, Liquidity does not exert a significant impact on Profitability.

4. The Institutional Ownership variable's probability value, as determined by the partial test,
is 0.0275, with a regression coefficient of 0.031046. Since this value is less than the significance
level of 0.05. Hence, Institutional Ownership partially exerts a significant positive influence on
Profitability, with an increase in Institutional Ownership associated with an increase in Profitability.

5. For the Board of Directors variable, the probability value from the partial test is 0.1979,
exceeding the significance level of 0.05. Additionally, the regression coefficient is 0.004476. Thus,
it is concluded that the Board of Directors do not significantly influence Profitability based on this
test.

6. The Independent Commissioner variable has a probability value of 0.1661, with a
regression coefficient of 0.058003. Since this value is higher than the significance level of 0.05.
This indicates that Independent Commissioners do not have a significant influence on Profitability
according to this partial test.

7. The statistical analysis of the partial test results for the Gross Domestic Product (GDP)
variable reveals a probability value of 0.0009, along with a regression coefficient of 3.28E-09. In
summary, the partial GDP variable is shown to have a significant positive impact on Profitability,
indicating that an increase in GDP leads to an increase in Profitability.

Discussion

The utilization of green accounting may influence the financial outcomes of companies by
impacting both revenues and expenses (Aryani et al., 2023). While this approach can potentially
boost a company's revenue by expanding market access or enhancing reputation, it can also lead to
additional expenses like environmental audits, waste management, or investments in eco-friendly
technologies. If these expenditures are not counterbalanced by higher earnings or alternative cost-
reducing strategies, it might diminish the profitability of firms in the short run (Ningsih &
Rachmawati, 2017). The adoption of renewable energy is on the rise, particularly in developed
nations such as America and Europe. Companies in this sector must transition from conventional to
sustainable energy sources to ensure business sustainability moving forward (Rhamadanty, 2024).

This outcome aligns with the evaluation conducted (Pratama & Mulyani, 2024), indicating a
negative impact of green accounting on profitability, contrary to the findings of (Dita & Ervina,
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2021) suggesting no influence of green accounting on company financial performance. Conversely,
a study by (Putri et al., 2019) reveals a notably positive impact of green accounting on profitability.

A significant amount of debt can impact the perceptions of company risk by investors and
creditors, potentially leading to reduced confidence from investors and higher capital costs. This
situation may necessitate offering increased yields to attract investments, which could subsequently
harm profitability (Prabowo & Sutanto, 2019). Consequently, preserving an optimal balance in the
capital structure is critical for elevating profitability and proficiently mitigating financial risks
(Nurhayati et al., 2023). The outcomes of this study are consistent with earlier research conducted
by (Fathoni & Syarifudin, 2021) and (Anggraeni & Nasution, 2022), pointing to a negative
connection between Debt to Asset Ratio (DAR) and Return on Assets (ROA). This contrasts with
the results of (Luckieta et al., 2021), whose study suggests a positive relationship between DAR and
ROA.

Adequate liquidity represents the ability of an organization to satisfy its short-term financial
responsibilities without the need to liquidate valuable assets or encounter financial hurdles. The
ability to meet these immediate responsibilities holds significance as it showcases the financial
well-being of the company, fostering trust among investors and creditors (Nurhayati et al., 2023).
This aligns with Stakeholder Theory's fundamental principles, underlining the significance of
meeting direct financial obligations to maintain stakeholder trust and ensure operational (Fernando
et al., 2024). It is anticipated that increased profitability can be realised through a more restricted
distribution of capital to investments characterised by increased liquidity. As such, the reciprocal
dynamic linking liquidity and profitability stands out as an idea that can be analysed and articulated
in the domain of financial management and investment methodologies (Rolle et al., 2020). The
outcomes of this research correspond with the conclusions drawn in studies carried out by (Satria,
2022), which posits that liquidity exerts no influence on profitability. Conversely, the study by
(Sastra, 2019) and (Prabowo & Sutanto, 2019) indicates that liquidity exerts an influence on
profitability.

The presence of institutional investors typically results in enhanced oversight and more
proficient administration, leading to increased operational efficiency and enhanced business
strategy within the organization (Hapsari et al., 2019). The beneficial impact of institutional
ownership on financial performance stems from the superior resources, knowledge, and experience
possessed by institutional investors in monitoring and overseeing corporate managerial performance
(Abedin et al., 2022). This dynamic can motivate management to operate with greater effectiveness
and efficiency in steering the company, subsequently boosting profitability (Din et al., 2022). These
conclusions align with the research findings of (Nuridah et al., 2023), which indicate a significant
impact between institutional ownership and profitability.

In the context of management theory and practice, the key role of overseeing and
formulating strategic decisions for a company is assigned to the board of directors (Pratama et al.,
2022). Issues of coordination and sluggish decision-making may arise with a large board of
directors, which could impede effectiveness (Mandagie et al., 2024). These findings align with
previous research by (Ni’mah & Syaiful, 2021), which posits that the board of directors does not
impact profitability.

Independent commissioners primarily focus on supervising and advising the board of
directors (Nuridah et al., 2023). By effectively supervising, independent commissioners can prompt
management to enhance decision-making and policies, thereby boosting the company's profitability
(Hapsari et al., 2019). The outcomes of this study are consistent with the conclusions drawn by
(Sianturi et al., 2020). Nevertheless, this contradicts the conclusions drawn by (Nuridah et al., 2023)
and (Pratama et al., 2022), which suggest that Independent Commissioners do influence
profitability. The significant finding of the limited impact of both the Board of Directors and
Independent Commissioners on profitability challenges the Agency Theory's emphasis on the
significance of corporate governance structures, contradicting the research by (Shukla et al., 2020).

The potential increase in economic activity may lead to a more favourable climate for
financial investments within the energy industry. Energy corporations are likely to show heightened



P-ISSN: 2754-6209 « E-ISSN: 2754-6217 « Economics and Finance.Vol.12.Issue 3/2024 61

interest in investing in various aspects such as exploration, production, and infrastructure, expecting
sustained economic growth to drive energy consumption. Such investments have the potential to
enhance operational efficiency and boost capacity, ultimately fostering long-term financial gains
(van Niekerk, 2024). This research presents a contrast to the findings of prior studies conducted by
(de Leon, 2020; Rolle et al., 2020), which did not observe any significant relationship between GDP
and profitability.

Conclusion

The research emphasizes the importance of a well-rounded approach in handling
environmental sustainability and financial performance. By investigating the impacts of green
accounting, capital structure, liquidity, institutional ownership, board of directors, independent
commissioners, and GDP, companies in the energy sector can achieve a harmonious balance
between environmental responsibility and financial prosperity. The study reveals that although
green accounting practices are crucial for environmental sustainability, they can have a negative
effect on the profitability of energy companies. This implies that investments in sustainable
environmental practices may increase operational expenses and decrease short-term profits.
Nevertheless, effective management of capital structure, liquidity, corporate governance, and GDP
can enhance financial performance. The results provide valuable insights for decision-makers,
investors, and policymakers to formulate strategies that promote both financial success and
sustainability within the energy industry.

The research aligns with the Legitimacy Theory, emphasizing the importance of companies
demonstrating commitment to social and environmental responsibility for their long-term survival,
despite the potential increase in costs that could impact profitability. It also supports the
Stakeholder Theory, highlighting that organisations need to incorporate the heterogeneous interests
of various stakeholders in their financial and operational governance. However, the research
indicates that merely applying Agency Theory in corporate governance may not be adequate, as the
presence of board directors and independent directors has a limited impact on profit trends.
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