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INTRODUCTION 
The world faces challenges related to climate change, population 

growth, depleted natural resources, and increasing pollution, 

exacerbated by globalization (Gupta & Goswami, 2024). This is due 

to environmental issues that have a major impact on the global 

economy arising from various corporate activities (Gupta & 

Goswami, 2024). In response to this, sustainable finance practices 

emerged and committed to the context of efforts to reduce the 

impact of climate change, thereby changing the goal from an 

approach that shifts from a purely profit focus to creating value 

related to economic, social, environmental, and governance 

components within the company (Kumajas et al., 2022). As a form 

of commitment to sustainable financial practices, all related 

companies are implemented by making a sustainability report. The 

GRI (Global Reporting Initiative) standard describes sustainability 

reporting as a transparent reporting practice to disclose economic, 

social, and environmental impacts, including beneficial and 
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detrimental contributions to the achievement of sustainable 

development goals (Rahmat, 2022). Many energy sector companies 

that have implemented sustainable finance practices by releasing 

sustainable reports from 2021-2023 are recorded from 83 energy 

sector companies that were researched that the sustainability report 

released in 2021 was 46%, in 2022 it was 26%, and in 2023 it was 

51% (Indonesia Stock Exchange, 2024). However, it is still not 

optimal in the implementation of financial practices that are oriented 

to responsibility and pay attention to sustainability principles 

(Martini, 2021).  

Institutional ownership plays an important role in the investments 

made, and has a higher ability and motivation to supervise and 

monitor (Manri et al., 2025). A company's institutional ownership 

affects the way the company integrates social and environmental 

responsibility in the business decision-making process, where 

institutional ownership tends to drive business decisions that focus 

more on long-term financial growth and responsibility for social 

aspects (Hidayatul et al., 2024). To realize the goals that have been 

set, companies need to improve their performance. The aspect of 

company performance that is often of concern to stakeholders is 

financial performance (Ebenhaezer & Rahayu, 2022). Financial 

performance is one of the main indicators of a company's success 

and also has an influence on the decision-making process 

implemented by the company (Oktavianus et al., 2022). Companies 

that implement environmental, social, and good governance (ESG) 

principles as part of their business strategy have the potential to 

create good financial performance, where the company strives to 

provide information in a transparent way, this is done to meet the 

interests of all stakeholders (Damayanti et al., 2023). Achieving 

optimal financial performance has the potential to improve the 

quality of sustainable finance practices. Sustainable finance 

practices that refer to the integration of Environmental, Social, and 

Governance into the financial decision-making process (Dwianto et 

al., 2024). Financial practices sustainable is an initiative that 

supports renewable energy, energy efficiency, pollution prevention, 

and natural resource conservation, in addition to the application of 

ESG standards in the investment decision-making process 

(Judijanto, 2025). The main goal is to promote sustainable and 

inclusive economic growth, as well as manage sustainability-related 

risks (Judijanto, 2025). 

Based on the findings presented by (Prastyawan & Astuti, 2023) and 

(Kholmi et al., 2021), the results of their research show that 

institutional ownership has an effect on sustainability reporting. 

Different from the research (Qomariah, 2021), (Purnamasari et al., 

2024) and (Sujatnika et al., 2023) stated that institutional ownership 

had no effect on the disclosure of sustainability reports. These 

results illustrate that institutional ownership tends to maximize its 

shares for the company's own profit. Findings from the research 

(Rahmat, 2022) and (Azzarah et al., 2024) prove that financial 

performance has a significant effect on sustainability report 

disclosure. Meanwhile, the findings of a study (Hidayatul et al., 

2024) that examines environmental, social, and good governance 

(ESG) have an influence on financial performance. The findings 

show a difference with the research conducted (Rahaditama, 2022), 

(Ebenhaezer & Rahayu, 2022) stating that financial performance has 

no effect on sustainability reports. This is because the company only 

concentrates on the survival of the company by seeking profits 

without involving the company in environmental aspects. There 

have been many studies that have examined institutional ownership 

and financial performance with continuous reporting. However, 

research related to institutional ownership and financial performance 

in conjunction with sustainable finance practices in energy sector 

companies is still very limited. So the following research statement 

was made: 

RQ1: How does institutional ownership affect sustainable finance 

practices in the energy sector? 

RQ2: How does financial performance affect sustainable finance 

practices in the energy sector? 

LITERATURE REVIEW 
Sustainability Maturity Model   

Sustainability Maturity Model (SMM) theory was first adopted by 

Baumgartner & Ebner in 2010 that aligns with sustainability to solve 

sustainability challenges and to advance a sustainability that needs to 

be taken from a sustainability perspective (Baumgartner & Ebner, 

2010).  Sustainability Maturity Model (SMM) describes an approach 

that can be used by companies to identify sustainability-related 

issues, formulate sustainability strategies, develop business models, 

and integrate circular economy principles into company operations 

to advance sustainability (Baumgartner & Ebner, 2010; 

Nugrowibowo et al., 2023). The Sustainability Maturity Model 

(SMM) provides a systematic framework for companies to conduct 

self-assessments, identifying the level of maturity that can help in 

the stages, from the initial stage to the strategic and innovative stage. 

Each stage shows the extent to which the company aligns economic, 

social, and environmental values in its business practices (Sebrina et 

al., 2024). The application of this concept aims to reduce the gap by 

profiling specific aspects of the company's sustainability strategy. 

Institutional ownership as a strategic steer that influences 

commitment to sustainability, tends to provide stricter supervision of 

the company's sustainability (Hidayatul et al., 2024). Institutional 

owners with significant stakes usually encourage transparency 

through the disclosure of quality sustainability reporting, thereby 

increasing corporate accountability in the eyes of stakeholders and 

can encourage sustainability more maturely (Giordino et al., 2025). 

Long-term ownership encourages companies to implement socially 

and environmentally responsible financial policies (Nanda rahayu & 

Agus Wahyudi, 2024). 

Sustainable financial performance refers to a company's capacity to 

achieve long-term financial goals by paying attention to social and 

environmental factors (Lestari & Sigalingging, 2024). The 

company's main goal is to maximize profits by optimizing profits, so 

that it can encourage company growth (Yanti & Maemunah, 2020). 

Profit is the most important in every business activity and serves as 

the main indicator of the size and success of a company (Syabna 

Aulia et al., 2023). Long-term value can continue to be improved 

through the performance of companies that implement economic, 

social, and environmental aspects consistently and sustainably (Sari 

et al., 2021). Sustainable finance practices are a reflection of the 

company's level of maturity in applying sustainability aspects to 

business strategy. Sustainability maturity model, which is reflected 

through the implementation of sustainable financial practices that 

are more systematic and have long-term value. In sustainability is 

defined as a long-term value that needs to be implemented 

effectively to help companies achieve sustainable financial practices. 

Institutional Ownership 

Institutional ownership is the part of a company's stock ownership 

that is under the control of financial or non-financial institutions as 

well as various other institutions (Deswarti et al., 2023). Institutional 

ownership has comparative characteristics that show a comparison 

of ownership with other institutions (Wardoyo & Fauziah, 2024). 

Institutional ownership can increase the effectiveness of control over 
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the company's management performance (Sepika et al., 2024). The 

higher the level of supervision carried out by institutions gives more 

power to institutional owners to disclose more social, economic, and 

environmental information (Prastyawan & Astuti, 2023). 

Institutional ownership is a common economic practice among 

public companies and has a significant role in influencing company 

decisions (Zhou et al., 2025). In this study, the measurement is based 

on the percentage of shares owned by institutions over shares to the 

number of shares issued or outstanding (Delia et al., 2024). 

Financial Performance  

Financial performance is the result of company activities obtained in 

economic aspects that provide an overview of the company's 

financial condition in a certain period of time, financial performance 

is a benchmark for the company's achievement in utilizing available 

resources to create profits (Raif Alfawaz; & Fathah, 2022). 

Improving the company's financial performance can be maximized 

through the company's activities that generate profits in an effective 

and efficient way, and is generally measured through the company's 

financial statements (Syahri, 2023). In a company's financial 

performance, various financial ratios are used as measurement 

instruments, including liquidity ratios, leverage ratios, activity ratios, 

and profitability ratios, as well as growth rates and market value 

ratios (Syabna Aulia et al., 2023). The measurement of financial 

performance in this study uses profitability that links sales and 

investment through profit ratios. The profit ratio indicates a 

company's ability to make a profit, which provides more funding for 

initiatives that provide social benefits that can be disclosed in a 

sustainability report (Putri et al., 2023). 

Sustainable Finance Practices 

According to (Ryszawska, 2016) sustainable finance is defined as a 

financial system that contributes to sustainable development through 

three-dimensional integration, namely economic, environmental, and 

social (Kumajas et al., 2022). In addition, the implementation of 

sustainable finance practices is regulated by financial institutions to 

ensure compliance with sustainability principles (Kusumahadi et al., 

2021). Sustainable finance in Indonesia is understood as a form of 

comprehensive support from the financial services sector to achieve 

sustainable growth, which is created from a balance between 

economic, social, and environmental aspects, and these activities are 

reported through sustainability reports (Kumajas et al., 2022). The 

Global Reporting Initiative (GRI) explains sustainability reporting as 

a process of disclosing and measuring and holding organizations 

accountable to internal and external stakeholders related to 

operational efficiency to realize the company's sustainable 

development goals (Kumajas et al., 2022). Sustainability report is a 

report on the impact of company activities. A report is said to be 

sustainable if the performance it reports over a certain period of time 

already reflects sustainability (Martania Dwi Hapsari, 2023). 

Sustainability reports are a means by which companies will report 

on social and environmental responsibility practices arising from 

company activities (Noviriani et al., 2023). 

The framework of thought in this study is arranged as follows: 

Figure 1. Framework of thinking 

RESEARCH HYPOTHESIS 
The Influence of Institutional Ownership on Sustainable Finance 

Practices  

Institutional ownership is defined as the number of shares of a 

company controlled by external institutions (Roviqoh & Khafid, 

2021). The magnitude of institutional ownership affects the ability 

of investors to control management to disclose sustainability reports 

(Purnamasari et al., 2024). Importantly, greater voting rights give 

institutional owners more power to disclose sustainability 

information, as it creates investment opportunities and strengthens 

the company's competitive advantage in the market (Prastyawan & 

Astuti, 2023). Institutional ownership contributes significantly to 

encouraging sustainable business practices by investing in 

companies that demonstrate good governance and compiling 

sustainability reports in accordance with applicable standards (Risna 

Almatin & Saritua Simatupang, 2025). More significant institutional 

ownership provides good signals and is correlated with sustainable 

financial practices (Prastyawan & Astuti, 2023). According to 

(Prastyawan & Astuti, 2023) institutional ownership affects the 

disclosure of sustainability reports, where the higher the institutional 

ownership, the higher the disclosure of sustainability reports. 

According to (Rahmat, 2022), institutional ownership has a positive 

but not significant influence on sustainability reports. According to 

research (Hidayah & Yusuf, 2024), institutional ownership reports 

by the amount of institutional ownership, where the greater the level 

of control by investors over the company. Based on these findings, 

the hypothesis taken is:  

H1: Institutional ownership has an effect on Sustainable Finance 

Practices 

The Influence of Financial Performance on Sustainable Finance 

Practices 

Financial performance measures a company's performance based on 

the ability of assets under management to generate profits, large 

profits indicate strong financial performance, which allows the 

company to implement more social initiatives as well as 

environmental responsibility programs, have greater capacity to 

allocate resources into long-term programs such as sustainable 

financial practices, along with the transparency necessary to meet its 

interests all parties involved (Nasihin et al., 2023 & Atalay et al., 

2025). The implementation of sustainability practices allows 

companies to build a competitive advantage, while driving increased 

productivity and efficiency, as well as reducing exposure to 

systematic risks (Rahi et al., 2022). According to (Arsyad, 2024), 

(Rahmat, 2022) and (Hidayah & Yusuf, 2024) financial performance 

through profitability has an effect and is significant on the disclosure 

of sustainability reports. Companies based on profit levels tend to 

attract shareholders more, because large profits are interpreted as a 

positive indicator of company performance (Arsyad, 2024). Thus, 

the company's increased profits consistently encourage profitability 

and can contribute to sustainable financial practices by publishing a 

Sustainability Report (Mandagie et al., 2022). Based on these 

findings, the hypothesis taken is:  

H2: Financial performance affects Sustainable Finance Practices 

RESEARCH METHODOLOGY 
The method used in this study is a quantitative approach with 

secondary data obtained from sustainability reports and annual 

reports and financial statements. The population in this study is 

Energy Sector companies listed on the Indonesia Stock Exchange 

(IDX) for the 2021-2023 period. The total population in the sector is 

83 companies, with a total of 105 samples in 35 companies in the 

Institutional 

Ownership  

(X1) 
Sustainable 

Finance Practices 

(Y) Financial 

Perfomance (ROA)  

(X2) 

H1 

H2 
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energy sector. The selection of this research sample uses a purposive 

sampling technique with the following criteria: 1. Energy sector 

companies listed on the Indonesia Stock Exchange (IDX) for the 

2021-2023 period, 2. Companies that consistently publish annual 

reports and sustainability reports and financial statements 2021-

2023, 3. Companies that earn profits. Data is processed using PLS-

SEM with SmartPLS 4.0 software. The types of data processing 

used are descriptive statistical tests, convergent validity, convergent 

validity, inner models and hypothesis testing. 

RESULTS AND DISCUSSION 
Research Results  

Descriptive Statistical Test 

Table 1. Descriptive Statistical Test 

 Men Median Scale mix Scale 

max 

Standard 

deviation  

Excess 

kurtosis 

Skewness Cramer-von 

Mises p value 

X1 0.593 0.638 0.072 0.981 0.242 -0.389 -0.689 0 

X 0.152 0.083 0 0.793 0.164 3.45 1.871 0 

Y 0.421 0.316 0.068 0.966 0.303 -1.39 0.463 0 

Source: Secondary data processed, SmartPLS 4.0 

Referring to the test results in table 1, the Institutional Ownership 

variable produced the highest mean value of 0.593 through a 

standard deviation value of 0.242, which is higher than the financial 

performance variable. 

Convergent Validity Test 

 

Figure 2. Results of the SmartPLS research model 

Source: Secondary data processed, SmartPLS 4.0 

The Convergent Validity Test aims to find out that each indicator 

value in each variable must have a high value. An indicator is 

declared valid if the value of the loadings factors is >0.70. The value 

of loading factors of 0.50 to 0.60 is considered adequate. All 

variable indicators show that the correlation value is >0.70, so the 

indicator is accepted and declared valid. 

Converen Validity Test 

Table 2. Outer Loading Value 

 

Institutional 

Ownership 

Financial 

Performance 

(ROA) 

Sustainable 

Finance Practices 

X1 1.000     

X2   1.000   

Y     1.000 

Source: Secondary data processed, SmartPLS 4.0 

The results of the validity test of table 2 of the outer loading values 

are all >0.70. This finding indicates that the tested indicator is 

proven to be valid if the loading factor value is >0.70. 

Inner Model Test 

Table 3. R-Square Test 

 

R-square 
R-square 

adjusted 

Sustainable Finance 

Practices 0.036 0.017 

Source: Secondary data processed, SmartPLS 4.0 

The R-Square test is used to assess the degree of influence exerted 

by independent variables with dependent variables. The test results 

are said to be good if with a value of 0.67, the value is said to be 

moderate with a value of 0.33, while the R-Square value with a 

value of 0.19 is said to be weak (Ghozali, 2014). Table 3 shows the 

R-square value of 0.036, indicating that the dependent variable can 

be explained by an independent variable of 36.0%. Meanwhile, 

64.0% of dependent variables were influenced by other factors other. 

HYPOTHESIS TESTING 

Path Coefficient Test 

Test the path coefficient to see the significance of the independent 

variable against the dependent variable. The hypothesis test is based 

on t-statistical values obtained from each path of partial direct 

influence (Syabna Aulia et al., 2023).  

Table 4. Cofficient Path Test 

 Original sample (O)  Sample 

man (M) 

Standard deviation 

(STDEV) 

T statistics 

(|O/STDEV|) 

P value 

Institutional Sustainable Finance Practices 0.180 0.177 0.089 2.026 0.043 

Financial Performance (ROA) Sustainable 

Finance Practices  

-0.071 -0.072 0.092 0.769 0.442 

Source: Secondary data processed, SmartPLS 4.0 
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Based on the output path coefficient, it is concluded that 

independent variables have an influence on dependent variables. 

This is indicated by a t-statistic value of 2.026. If the T-statistic > 

1.96, and the P-value < 0.05. Based on the results of table 6, 

hypothesis 1 is accepted and hypothesis 2 is rejected. 

CONCLUSION  
The Influence of Institutional Ownership on Sustainable Finance 

Practices 

The hypothetical results in this study show that institutional 

ownership has an influence on sustainable finance practices. The 

higher the role of institutions as the largest shareholder, the potential 

to encourage companies to implement sustainable financial 

practices. This is in line with the sustainability maturity model 

theory that organizations develop through the stages of sustainability 

maturity from a reactive initial level, to a strategic level. At a higher 

level of maturity, organizations not only comply with regulatory 

requirements, but also proactively integrate sustainability principles 

into their core business strategy and financial systems. The findings 

of this study are in line with (Prastyawan & Astuti, 2023), and 

(Kholmi et al., 2021) the results of institutional ownership studies 

have an influence on sustainability reports. 

The Influence of Financial Performance on Sustainable Finance 

Practices 

The results of the hypothesis testing of this study show that financial 

performance has no influence on sustainable financial practices. The 

level of profitability ratio is not always a major factor for companies 

to provide and disclose corporate sustainability reports that aim to 

demonstrate the company's social activities. Thus, the high 

profitability ratio of a company does not necessarily carry out 

greater social activities. (Rahaditama, 2022). In the perspective of 

the Sustainability Maturity Model theory, this condition can 

illustrate that the company is still in the early stage (compliance) or 

intermediate, where the main focus lies on achieving profits and 

fulfilling minimum obligations, so that it has not yet adopted 

sustainability as part of the company's main strategy. This finding is 

in line with research (Rahaditama, 2022) that companies only 

concentrate on the company's survival by seeking profits without 

involving the company in environmental aspects. Research by 

(Ebenhaezer & Rahayu, 2022) states that companies with high 

profitability do not always participate in social activities. In addition, 

sustainability reports have a voluntary nature and are also the reason 

why companies are not fully aware of the importance of 

sustainability reports and tend to only pay attention to financial 

performance.  

CONCLUSION AND IMPLICATION 
Based on the results of the two variables tested, only Institutional 

Ownership has an influence on Sustainable Finance Practices. From 

the above statement, it can be concluded that Institutional 

Ownership with a sustainability maturity model is influenced by 

external impulses such as pressure from institutional owners who are 

long-term oriented and socially responsible. The results of this study 

show that the higher the proportion of institutional ownership, the 

greater the incentive for companies to integrate sustainability 

principles in their financial and reporting activities. While Financial 

Performance (ROA) has no effect on Sustainable Finance Practices, 

it is because companies only concentrate on the survival of the 

company by seeking profits without involving the company in 

environmental aspects. This condition reflects that the level of 

profitability has not yet become a determining factor for the 

company's involvement in sustainability activities, so that 

sustainability is still in the early or intermediate stage according to 

the perspective of the sustainability maturity model. The limitations 

in this study are limited in terms of the energy sector being studied is 

still very minimal in terms of sustainability. For future researchers, it 

is recommended to research more deeply related to institutional 

ownership of sustainable finance practices or to replace and add 

other variables. And it is expected to pay more attention to the 

company's sample, so that it can see the comparison in other sectors. 
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