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INTRODUCTION

The mining sector in Indonesia, especially those in the energy sub-sector, plays an
important role in supporting the national economy. Companies in this sector contribute
to the country's income through the export of natural resources and the provision of
energy. However, operations in the mining sector often have major impacts on the
environment, such as causing land degradation and water pollution. In this context,
companies need to pay attention to sustainability performance aspects. Companies
committed to sustainability not only manage negative operational impacts but also
improve practices that support community welfare and protect the environment in every
stage of the production process (Senjaya et al., 2020).

In the last decade, the concept of sustainability has become one of the main issues in
business and industry. Nowadays, sustainability not only focuses on aspects of social
and environmental responsibility but also involves economic dimensions that are
interrelated for the long term. The issue of sustainability is increasingly becoming a
significant global concern. Companies are required to not only maximize profits but also
maintain environmental balance and pay attention to human welfare (Farisyi et al., 2022).
Based on the Triple Bottom Line (TBL) theory, the company's success is not only
measured by the amount of profit generated but also by its contribution to society
(people) and the environment (planet) (Elkington, 2013). One way to apply the 3P
concept (Profit, People, and Planet) and implement the concept of sustainable
development is by conducting sustainability reporting.

Based on research conducted by Fitri and Yuliandari (2018), sustainability reports can
help companies demonstrate their commitment to social and environmental responsibility
and serve as a medium of information for internal and external stakeholders, the
implementation of sustainability reports provides various benefits for companies. The
report provides comprehensive information on the environmental, social, and economic
impacts of the company's operations, which plays a role in reducing the information gap
between the company and its stakeholders. With this report, companies can also
increase transparency regarding their sustainability activities. A higher level of
transparency can help investors better analyze companies, so they can more easily shift
investments to companies that are considered to have a positive impact on sustainability
(Millenia & Raharjo, 2024). In addition, companies that provide sustainability reports can
increase their competitiveness in the market, as they are perceived as more responsible
entities, have a positive image, and are more trusted by consumers and other
stakeholders, which in turn can increase their profits and position in the industry.

Research conducted by Farisyi et al. (2022) shows that the level of sustainability
reporting in developing countries is still relatively low. Most of the existing studies focus
more on developed countries or on a global scope. However, the results of these studies
may not be fully applicable to developing countries due to differences in the underlying
legal and institutional aspects (Millenia & Raharjo, 2024). In developing countries, the
application of laws related to environmental protection or human rights tends to
experience greater gaps than in developed countries. In addition, the influence of
stakeholders, such as civil society organizations, media, consumers, and activists, is
usually weaker, making it less effective in encouraging sustainability reporting practices
in developing countries than in developed countries. Therefore, research on PSAR
practices in developing countries is important to contribute to this growing literature (Kili¢
& Kuzey, 2016).

In Indonesia, the application of sustainability reports is still limited. Based on research by
Laskar et al. in Millenia and Raharjo (2024), the level of openness of Indonesian
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companies in disclosing sustainability information is still low. Other research conducted
by Siregar and Napitu (2021) also revealed that Indonesia has the lowest position when
compared to other countries in terms of the level and quality of sustainability reports
prepared. This shows that companies in Indonesia have not fully implemented
sustainability reporting optimally. Some of the factors that may influence this include the
lack of regulations requiring sustainability reports or the weak push from stakeholders
for transparency in social and environmental aspects. Regulations in Indonesia, as
stated in Regulation according to Financial Services Authority (OJK, n.d.) No.
51/POJK.03/2017 that companies have the obligation to prepare and submit
sustainability reports to the OJK. With this obligation, companies are expected to be
more transparent about the social, environmental, and economic impacts of their
activities. This policy aims to improve corporate accountability, reduce reputational risks,
and encourage more responsible business practices across various industry sectors.

The mining industry, particularly the energy sub-sector, plays an important role in
supporting the global economy. However, it is often highlighted as a major contributor to
environmental degradation. Intensive natural resource exploitation activities in this
industry pose various sustainability challenges, including waste management issues,
ecosystem destruction, and increased greenhouse gas emissions. Companies in this
sector are closely monitored by various stakeholders, such as governments, investors,
and the international community, which increasingly emphasize the importance of strict
Environmental, Social, and Governance (ESG) implementation (Khan et al., 2016).
Therefore, any effort to improve sustainability performance in the mining industry must
consider the financial aspects of the company, especially profitability, which is
instrumental in supporting investment in sustainability initiatives.

Profitability is the ability of a company to generate profit or profit, which simply reflects
the level of business success in carrying out its operations. Profitability is one of the most
significant financial indicators used by companies, investors, and other stakeholders in
evaluating company performance. According to research conducted by Tanujaya et al.
in Ananda (2017), several factors can affect firm value, including profitability and capital
structure. Iriani et al. (2019) identified that profitability, along with asset structure, affects
the company's capital structure. Companies with high levels of profitability tend to have
lower levels of leverage because these companies tend to rely more on internal funding
sources than external funding.

Profitability is often considered a leading indicator of a company's good financial
performance, which can increase its capacity to invest in sustainability programs.
However, the impact of profitability on corporate sustainability performance is not always
direct or linear. Companies with high profitability may not necessarily have optimal
sustainability performance if they are not supported by strong governance. Research
conducted by Putri and Trisnaningsih (2021) shows that good governance allows
companies to manage sustainability risks more efficiently and ensure that company
profits are distributed responsibly, especially in industries with high social and
environmental risks such as the mining sector.

A recent phenomenon in the energy sub-sector is the increasing global pressure on
energy companies in Indonesia to meet ESG standards. For example, research by
Hidayati et al. (2024) explained that PT Adaro Energy Tbk one of Indonesia's largest
mining companies, is facing international pressure to transition to clean energy. By 2023,
the company faced with the challenge of balancing profitability and sustainability. It is a
challenge for ADRO to maintain the profitability of its core coal business while meeting
the expectations of its stakeholders to shift to greener energy sources.
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Research shows that profitability often influences management policies in terms of
Corporate Social Responsibility (CSR) disclosure, which reflects the company's
commitment to the welfare of society and the environment. For instance, research
conducted by Putra et al. (2022) found that a high level of profitability encourages
companies to be more active in disclosing CSR activities, which in turn can strengthen
the image and increase company value.

In addition, previous research found that profitability has a positive influence on firm
value, but this impact becomes more significant if supported by good CSR disclosure
(Wahyuni et al., 2018). Putri and Trisnaningsih (2021) also found that in the structure of
Good Corporate Governance (GCG), institutional ownership has a significant influence
on firm value through profitability, while managerial ownership and the presence of
independent commissioners have a relatively weaker effect. However, the effect of
profitability on sustainability performance has not received sufficient attention, especially
regarding GCG as a factor that moderates this relationship. A study conducted by
Sudiyatno et al. (2021) revealed that profitability is one of the key elements in increasing
firm value, but the study has not specifically discussed how profitability can support
sustainability performance.

Research on the effect of profitability on sustainability performance with GCG as a
moderating variable shows some important gaps that are relevant for further research.
Most existing studies focus on the direct relationship between GCG and corporate
financial performance, without providing an in-depth study on the role of GCG as a
moderating variable in strengthening the relationship between profitability and
sustainability performance. Research conducted by KN et al. (2023) shows the relevance
of GCG in improving sustainability performance in other or non-energy sectors, but its
specific contribution to the sustainability performance of energy sector mining companies
in Indonesia is still limited.

The objective of this study is to investigate the influence of profitability on sustainability
performance among mining companies, with GCG acting as a moderating factor. This
research is taken in the period 2020-2023 which is influenced by the challenges of the
COVID-19 pandemic and the implementation of new regulations because it reflects how
companies respond to external and internal environmental dynamics, such as changes
in government policies that emphasize sustainability, as well as increasing stakeholder
expectations of social and environmental responsibility. Therefore, this study has the
potential to make a significant contribution by examining more deeply how GCG can
moderate the relationship between profitability and sustainability performance in the
energy sector. This research also provides more specific insights into the role of GCG in
ensuring that companies not only focus on profitability but also on achieving sustainability
goals.

LITERATURE REVIEW

Profitability

Profitability is defined as the company's ability to generate profits from its business
operations. It is an important indicator that shows how efficient a company is in using its
assets and resources to generate profits. According to Kasmir in Wijaya (2019),
profitability can be measured through various financial ratios such as Return on Assets
(ROA), Return on Equity (ROE), and Net Profit Margin (NPM). Profitability plays an
important role in attracting investor interest and building the company's reputation in the
market because high profits are often associated with effective company management
and good financial stability (Wahyuni et al., 2018).
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Corporate profitability correlates with the ability to invest in innovation and sustainability
strategies. Research by Wijaya and Wirawati (2019) found that companies that have a
good level of profitability are more able to allocate resources for investment in
environmentally friendly technology and CSR programs. Profitability is also associated
with the ability of companies to be more transparent in reporting their environmental
impacts. This suggests that profitability supports companies in meeting stakeholder
expectations and ensuring better sustainability practices in company operations
(Arifiyanto, 2016). This suggests that profitability is not only important in the context of
financial performance but can also have a positive impact on corporate sustainability.

However, a study conducted by Gunawan and Sjarief (2022) shows that companies with
high profitability often focus more on increasing profits than allocating or investing in
sustainability programs. Waddock and Graves (1997) mentioned that companies often
prioritize short-term profits over long-term sustainability, especially if there is pressure
from shareholders who are more oriented toward quick profits.

Sustainability Performance

Sustainability performance refers to a company's ability to operate in a way that is not
only economically beneficial but also positively impacts the environment and society.
This concept is often measured by ESG indicators, which include performance in
environmental, social responsibility, and corporate governance aspects. According to
Elkington (2013) in the TBL concept, the success of a company is measured from three
dimensions: profit, people, and planet (3P). In other words, sustainability requires
companies to balance economic, social, and environmental interests in the long term. In
the modern business world, sustainability performance has become one of the important
indicators to assess the extent to which a company is responsible to society and the
planet by ensuring that companies not only pursue financial profit but also pay attention
to social welfare and environmental protection in the long term.

Economic

Sustainability performance focuses on achieving sustainable financial goals, such as
operational efficiency, high profitability, and optimal resource management to support
growth. High profitability, for example, enables companies to invest in social programs
and environmentally friendly technologies, which increase the value of the company
while supporting the achievement of sustainability.

Social

Deals with the social impact of business actions, which includes relationships with
stakeholders such as employees, customers, local communities, and the general public.
A company can be considered to have good social performance if it defends human
rights, provides decent employment opportunities, and takes part in activities that support
social development. Companies that pay attention to their workers' rights and provide
decent working conditions can be considered to have good social performance. In
addition, social sustainability is determined by company actions that help communities
or support social programs.

Environment

Involves how a business addresses its environmental impacts, such as energy use,
greenhouse gas emissions, and waste management. A sustainable company will
implement environmentally friendly policies and practices, such as the use of renewable
energy, reduction of carbon emissions, and efficient waste management. The goal is to
reduce the company's ecological impact and help preserve the environment for the next
generation.
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In the mining industry, which has a significant impact on the environment, the
implementation of sustainability performance is becoming increasingly crucial. Dewi et
al. (2024) in their research on mining companies in Indonesia revealed that companies
committed to sustainability tend to have a better reputation and face fewer long-term
operational risks. Sustainability performance in this sector not only refers to reducing
emissions or waste management but also to social responsibility towards communities
around the mining area.

Khan et al. (2016) highlighted that in the mining industry, sustainability is often faced with
major challenges due to the intensive exploitation of natural resources, which has the
potential to damage the environment and affect surrounding communities. Therefore,
companies in this sector are required to have a strong CSR strategy as well as a
commitment to ESG to ensure long-term sustainability.

Hypotheses Development

Relationship Between Profitability and Sustainability Performance

Profitability and sustainability performance have a close relationship. According to
research by Tristanto et al. (2021), profitable companies are more likely to have the
capacity to allocate resources to programs that support sustainability. Quoting from Abas
et al. (2020), the higher the liquidity of the company, the better the company's profitability.
Investments in environmental innovation, social responsibility, and good governance can
be financed more easily by companies that have stable profits.

Sustainability performance, which includes social, environmental, and economic
aspects, has now become an important benchmark for companies that want to maintain
long-term value. Research conducted by Gami (2020) shows that companies with good
financial performance and strict implementation of GCG are more likely to disclose
information that includes aspects of the TBL (social, environmental, economic), which
can increase the positive perception of stakeholders towards the company and
strengthen the company's overall image and value. Hence, the hypothesis can be
formulated as follows:

H1: Profitability has a positive influence on sustainability performance.

The Role of Good Corporate Governance (GCG)

GCG is a system that ensures the company is managed transparently, accountable,
responsible for every decision, and focuses on the interests of all stakeholders.
Novitasari (2022) explains that good GCG implementation is not only important for
maintaining company integrity but also plays an important role in strengthening the
company's sustainability performance. Research conducted by Alkhairani et al. (2020)
states that GCG has a significant influence on firm value, through its impact on
profitability and the implementation of CSR. With the implementation of GCG, companies
can be more responsible in using their resources, including profits, to support
sustainability programs. Quoting from Lestari et al. (2024), GCG means where the
company follows rules and procedures that ensure its operations remain organized and
efficient. This allows the company to generate profits while complying with applicable
laws and regulations. Key principles in GCG include transparency, accountability,
responsibility, independence, fairness, and equality.

Research by Sulistiyanti and Nugraha (2019) emphasizes that GCG can moderate the
relationship between profitability and sustainability performance. In this context,
companies that implement strong GCG principles are more likely to use their profitability
to support sustainability initiatives, compared to companies that do not have good
governance.
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However, in the context of industries that have significant environmental impacts, such
as mining, high profitability does not necessarily mean that companies will invest those
profits to support sustainability. Sudiyatno et al. (2021) state that the relationship
between profitability and sustainability performance needs further research, especially
by considering the role of GCG as a factor that moderates the relationship. Good GCG
can help companies ensure that the profitability generated is also used to support
sustainability performance. Based on this, the hypothesis is formulated as follows:

H2: GCG moderates the relationship between profitability and sustainability
performance.

Conceptual Framework
Figure 1. Conceptual Framework

Profitability ] Sustainability
Performance
Variable (X) .
Variable (Y)
Good

Corporate

Governance

Variabel (7)

Based on the drawn conceptual framework in Figure 1, profitability (X) has a direct
influence on sustainability performance (Y), indicating that companies with higher levels
of profitability tend to achieve more optimal sustainability performance. In addition, GCG
(Z) acts as an intervening variable or mediator, which serves to strengthen or modify the
relationship between profitability and sustainability performance. This indicates that
effective corporate governance is a key factor in ensuring that profits earned by
companies are strategically utilized to support sustainability initiatives and practices, both
in social, environmental, and economic aspects.

RESEARCH METHOD

This study uses quantitative methods, which aim to test the hypothesis regarding the
effect of profitability on sustainability performance with GCG as a moderating variable.
This quantitative method is an approach used to explain the cause-and-effect
relationship between variables through numerical data analysis and hypothesis testing.
The use of multiple linear regression and Moderated Regression Analysis (MRA) as an
analytical technique helps in understanding the role of moderating variables (GCG) in
the relationship between the independent variable (profitability) and the dependent
variable (sustainability performance).

Quantitative research methods are systematic approaches that aim to collect and
analyze data in numerical format. This method can be used to test hypotheses,
determine relationships between variables, or make predictions based on facts that can
be statistically examined. Quantitative research, according to Sugiyono (2022), focuses
on objective analysis and statistical analysis of data collected through surveys,
questionnaires, or experiments. Therefore, quantitative research is objective and well-
structured, with the aim of producing generalizations or predictions for larger populations.

Quantitative methods allow the use of historical data, such as financial reports and
company sustainability data within a certain time span. With this approach or method,
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the complex relationship between financial and governance variables can be analyzed
systematically and supported by empirical data, resulting in more valid and reliable
conclusions (Sugiyono, 2022)

In this study, numerical data such as ROA is processed to see the impact of profitability
on corporate sustainability. Sustainability performance is measured based on corporate
sustainability reports, such as social and environmental responsibility disclosures in
accordance with the Global Reporting Initiative (GRI) standards. GCG is measured
through elements of CSR such as the independent board of commissioners and the audit
committee, which are indicators of GCG implementation (Fatoni, 2020). By analyzing
how its role as moderation in strengthening or weakening the relationship between
profitability and sustainability performance.

This study uses secondary data taken from sources that are already available. The
secondary data in this study consists of the Annual Report and Sustainability Report of
mining companies in the energy sector listed on the Indonesia Stock Exchange (IDX) for
the period 2020-2023. The Annual Report and Sustainability Report can be accessed
through the official website of the IDX, as well as through the official websites of each
related company.

Table 1. Research Sample Criteria

Description Total
Number of mining companies listed on the IDX 81
Total company sample 10
Total observation time in the study 4
Companies that do not publish Sustainability Report consistently 3
Total observation data 37

Source: IDX, data processed by researchers (2024)

Based on the data presented in Table 1, there are a total of 81 energy sector mining
companies listed on the IDX. From these, only 10 companies were selected as research
samples. The observation period in this study covers a period of 4 years. However, 3
companies from the selected sample did not consistently report sustainability reports, so
the total observation data that could be used in this study amounted to 37.

The data analysis technique used is moderation regression with interaction between
independent variable (profitability) and moderation variable (GCG). To test this
hypothesis, the following research model is used:

Yy = a+ BIX1+ B2M1+ B3M2+ B4(X1.M1) + B5(X1.M2) + ¢

Description:

Y : Sustainability performance

o : Constant

B1, B2, B3, p4, B5 : Regression coefficient

X1 : Profitability

M1 : GCG (Directions)

M2 : GCG (Audit Committee)

X1 x M1 : Interaction between Profitability and GCG (BOD)

X1 x M2 : Interaction between Profitability and GCG (Audit Committee)
€ : Error
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Sustainability Performance

Sustainability performance measurement uses the GRI G4 standard which includes an
evaluation of the economic, environmental, and social aspects of the company's
activities. The use of GRI G4 in sustainability reports helps companies assess and report
sustainability impacts transparently, as well as provide information to stakeholders on
the company's commitment to sustainable development. Calculated by assigning a value
of 1 for each GRI G4 indicator disclosed and a value of O for those not disclosed. The
total value obtained is divided by the total number of indicators used in the report to get
the percentage of company compliance with GRI G4 standards (Pratiwi et al., 2022).

Profitability

Profitability in this study is proxied by ROA. ROA shows how effective the company is in
generating profits or profits from its total assets. ROA is calculated with the following
formula

ROA — EAT
T TA

Description:

ROA : Return on Assets
EAT : Earnings After Tax
TA : Total Asset

ROA is useful for comparing profitability between companies in the same industry, as it
focuses more on the effectiveness of asset utilization.

Good Corporate Governance (GCG)

GCG as measured by the number of board of directors meetings and the number of audit
committee meetings is often used as an indicator in measuring the effectiveness,
supervision, and transparency of the company. Jimantoro et al. (2023) found that the
frequency of board meetings has a positive impact on the disclosure of information about
ESG sustainability. The more often the board of directors meets or holds meetings, the
more transparent the company is in ESG disclosure.

RESULTS

Descriptive Statistics

Descriptive analysis is a method used to provide an overview and explain the results of
each variable studied, including the amount of data (N), minimum value (lowest),
maximum value (highest), average value (mean), and standard deviation. The purpose
of this analysis is to provide a comprehensive understanding of all the variables used in
the study. In this study, the variables analyzed include the independent variable (X),
namely Profitability, which is evaluated through the ROA value contained in the
company's Annual Report. The dependent variable (Y) is Sustainability Performance,
which is measured based on indicators covering three main aspects known as ESG
which are evaluated using the GRI Index with indicators used GRI G4 contained in the
Sustainability Report on the company, and the moderating variable (Z) GCG seen from
the audit committee and board of directors measured by the number of meetings of the
audit committee and board of directors contained in the Annual Report on the company.

Based on the results of descriptive statistical analysis test research from each variable

listed in energy sector companies for the period (2020-2023), the following results are
obtained.
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Table 1. Descriptive Statistics (N = 37)

Construct Min. Max. Mean SD
Profitability (X) -984 6,176 1,508.97 1,929.788
Directors (Z1) 6 73 23.62 18.65
Audit
Committee 4 60 12.41 11.112
(Z2)

Sustainability
Performance 32,967,033 703,296,703 | 406,029,106.14 | 168,316,038.841
(Y)

Note: M = Mean, SD = Standard Deviation.

Based on the results in Table 2, the number of valid data points (N) is 37. The Profitability
(X) variable has an N of 37, with a minimum value of -984 and a maximum value of 6,176.
The average value is 1,508.97, and the standard deviation is 1,929.788. The Board of
Directors (Z1) variable also has an N of 37, with a minimum value of 6 and a maximum
value of 73. The average value is 23.62, and the standard deviation is 18.65. The Audit
Committee (Z2) variable has an N of 37, with a minimum value of 4 and a maximum
value of 60. The average value is 12.41, and the standard deviation is 11.112.
Sustainability Performance (Y) has an N of 37, with a minimum value of 32,967,033 and
a maximum value of 703,296,703. The average value is 406,029,106.14, and the
standard deviation is 168,316,038.841.

Classical Assumption Test

The classical assumption tests used in linear regression include Normality,
Multicollinearity, Heteroscedasticity, and Autocorrelation tests. In this study, all classical
assumption tests were carried out, the results were as follows.

Normality Test
Table 2. Normality Test Results

N 37
Mean 0.000
Std. Deviation 162,190,334.79
Normal Parameters Absolute 0.090
Positive 0.076
Negative -0.090
Test Statistic 0.090
Asymp. Sig. (2-tailed) 0.200

Source: SPSS Data Processing Results (2024)

Based on the normality test results shown in Table 3, the Asymp. Sig. (2-tailed) value is
0.200, which is greater than 0.05. Therefore, it can be concluded that the data is normally
distributed, as the significance value exceeds the threshold of 0.05.

Multicollinearity Test
Table 3. Multicollinearity Test Results

Collinearity Statistics
Model Tolerance VIF
Profitability (X) 0.988 1.012
Directors (Z1) 0.741 1.350
Audit Committee (Z2) 0.748 1.337

Source: SPSS Data Processing Results (2024)
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Based on the results of the multicollinearity test in Table 4, the tolerance value is greater
than the specified requirements or greater than (>0.100) and VIF is less than (<10.00).
It is concluded that there is no multicollinearity between the independent variables in the
regression.

Autocorrelation Test (Runs Test)
Table 4. Autocorrelation Test Results (Runs Test)

Test Value -13,277,189.08
Cases < Test Value 18
Cases >= Test Value 19
Total Cases 37
Number of Runs 17
Z -0.663
Asymp. Sig. (2-tailed) 0.507

Source: SPSS Data Processing Results (2024)

Based on the autocorrelation test results shown in Table 5, the Asymp. Sig. (2-tailed)
value is 0.507, which is greater than 0.05. Therefore, it can be concluded that there is no
autocorrelation in the data.

Heteroscedasticity Test
Table 6. Heteroscedasticity Test Results

Model Unstandardized Coefficients Séig?fiag%ﬁtesd t Sig.

B Std. Error Beta
(Constant) 36,410 0.806 - 45.153 | 0.000
Profitability -0.000005982 0.000 -0.005 -0.027 | 0.978
Directors 0.003 0.026 0.024 0.121 | 0.904
Audit Committee 0.004 0.044 0.019 0.093 | 0.926

Source: SPSS Data Processing Results (2024)

From the results of heteroscedasticity testing in Table 6, it can be seen that the significant
value of profitability is 0.978, the significant value of the board of directors is 0.904, and
the significant value of the audit committee is 0.926. In this test, each variable has a
significant value greater than 0.05, so it concludes that there is no heteroscedasticity.

Linear Regression Test
Table 7. Linear Regression Test Results

Model Unstandardized Coefficients Séig?f?gﬁéﬁfsd t Sig.
B Std. Error Beta
(Constant) 420,159,802.85 | 35,604,590.73 - 11.8 | 0.000
Profitability -9,364.45 14,657.64 -0.107 -0.639 | 0.527

Source: SPSS Data Processing Results (2024)

The first model's regression analysis in Table 7 shows that profitability has a significance
value of 0.527, which is greater than 0.05. This indicates that profitability does not have
a significant effect on sustainability performance.

Moderated Regression Analysis (MRA)
Table 8. MRA Results

Model Unstandardized Coefficients Standgr_d|zed t Sig.
Coefficients
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B Std. Error Beta

(Constant) | 284,040,203.74 | 79,669,727.11 3 3565 | 0.001
Profitability 20.793.23 35,466.59 0.238 0586 | 0.562
Directors 1.717.183.87 | 2.634.457.05 20.190 20.652 | 0.519
(A:”d't . 15.127.605.17 | 7.663,705.31 0.999 1.974 | 0.057

ommittee
Profitability 5 330.65 2 467 57 1.116 2160 | 0.039
Directors
Profitability™
Audit -12,652.47 4,809.33 -1.870 2631 | 0.013
Committee

Source: SPSS Data Processing Results (2024)

Based on the results of the MRA in Table 8, the interaction between the independent
variable (profitability) and the moderating variable (GCG), represented by the Board of
Directors, has a significance value of 0.039, which is less than 0.05. Therefore, it can be
concluded that the GCG variable, with the Board of Directors as its proxy, effectively
moderates the relationship between profitability and sustainability performance. The
significance value for the interaction between profitability and GCG, represented by the
Audit Committee, is 0.013, which is less than 0.05. Therefore, it can be concluded that
the GCG variable, with the Audit Committee as its proxy, effectively moderates the
relationship between profitability and sustainability performance.

R Square
Table 9. R Square Test Results
R R Square Adjusted R Square Std. Error of the Estimate
0.503 0.253 0.132 156,789,462.79

Source: SPSS Data Processing Results (2024)

The R Square value in Table 9 is 0.253, or 25.3%. This indicates that GCG, represented
by the Board of Directors and the Audit Committee, can moderate the relationship
between profitability and sustainability performance. In other words, GCG significantly
influences how strongly profitability is related to sustainability performance, highlighting
its important moderating role in this relationship.

DISCUSSION

The Effect of Profitability on Sustainability Performance

High profitability allows companies to allocate more resources to sustainability programs.
With high revenues, companies have the ease to invest in various environmentally
friendly programs and technologies and increase their social responsibility. Research
conducted by Meilan et al. (2023) revealed that a high level of profitability supports
companies in implementing environmental management accounting more effectively.
This implementation plays an important role in monitoring and managing the impact of
company operations on the environment, which can help companies achieve
sustainability goals.

In this study, the results of the first linear regression show that profitability does not have
a positive effect on sustainability performance, which leads to the rejection of H1.
Quoting from research by Darma et al. (2022), there is a significant difference between
the period before the pandemic and when the pandemic occurred, but this is only
observed in the ROA ratio. This shows that profitability does not solely affect the
sustainability performance of mining companies as measured by ROA. Eccles et al.
(2014) in their research state that the achievement of sustainable performance is not
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always determined by the level of company profitability, but is more influenced by how
the company organizes its organizational structure and the long-term strategy set
because long-term strategy has an important role in improving sustainability
performance. The trade-off between increasing profitability and investing in sustainability
activities occurs when companies must choose between focusing on short-term profits
or investing in practices that support long-term sustainability.

Trade-off theory is the idea of how a firm should choose how much equity and debt to
use to balance costs and benefits. The theory assumes that a manager places a target
debt ratio to trade off the costs (bankruptcy costs) and benefits (tax advantages) when
they borrow debt (Glover & Hambusch, 2014).

GCG Strengthens the Effect of Profitability on Sustainability Performance
Research conducted by Matiin et al. (2018) shows that GCG has an important role as a
moderating variable in the relationship between investment decisions and profitability on
firm value. Effective GCG can direct profitability to strategies that support long-term
sustainability, including the allocation of funds for environmental and social-focused
programs.

In this study, the results of the MRA test show that the GCG variable can strengthen the
influence of the relationship between profitability and sustainability performance in
energy sector mining companies listed on the IDX for the period 2020-2023, which
confirms H2. This study in GCG uses 2 (two) proxies, namely the number of board of
directors meetings and the number of audit committee meetings. GCG acts as a
company management mechanism that ensures that the company is well-managed,
considering the interests of all stakeholders, such as shareholders, employees,
communities, and the environment is well-managed. Good implementation of GCG
allows companies to strengthen the relationship between profitability and sustainability
performance. Research by Biswas et al. (2018) states that the composition of the board
of directors and committees plays an important role in improving the company's social
and environmental performance. Companies will be more effective in prioritizing and
managing sustainability initiatives. This makes it possible to enhance reputation and
manage corporate socio-economic responsibility in a more planned and structured
manner.

Research conducted by Mujiani and Rohmawati (2022) revealed that the existence of an
independent board of directors and audit committee has a positive influence on the
quality of corporate sustainability reporting. In this case, company profitability can be
utilized more effectively to strengthen sustainability strategies if it is supported by a
strong supervisory mechanism through GCG. This rigorous oversight ensures that profits
earned by the company are not only used for short-term profits but also allocated for
sustainable purposes, which can improve the company's reputation and reduce potential
environmental risks.

CONCLUSION

Based on the results of research and discussion, it is concluded that profitability does
not have a significant influence on sustainability performance in energy sector mining
companies listed on the IDX for the period 2020-2023. Even though the company makes
a profit, profitability does not directly encourage an increase in sustainability
performance. This shows that profitability factors alone are not enough to motivate
companies to make long-term investments in sustainability initiatives.
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However, in this study, GCG is able to strengthen the relationship between profitability
and sustainability performance in energy sector mining companies listed on the IDX for
the period 2020-2023. With the effective implementation of GCG through an independent
board of directors, a strong audit committee, and transparency in decision-making,
companies can focus more on sustainability efforts despite fluctuations in profitability.
GCG ensures that the company remains committed to sustainability initiatives that are
integrated with long-term strategies, thereby improving the company's overall
sustainability performance.

LIMITATION

In this study, there are limitations, namely only on energy sector mining companies, so
the results of this study may not fully describe the conditions or characteristics in other
industrial sectors. Profitability using the ROA proxy provides a specific perspective, but
may not cover all dimensions of company profitability. Sustainability performance
assessment using indicators according to the GRI standard is limited to companies that
report data according to this standard.

Future researchers are advised to expand the sample coverage by involving companies
from other industrial sectors, in order to get a picture of the conditions or characteristics
of other industrial sectors. Future researchers can also add other variables such as
company leverage or the quality of sustainability reports to provide deeper insight into
how internal and external factors affect the implementation of sustainability practices in
companies.
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