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INTRODUCTION

The issue of global warming is one of the phenomena that threatens the survival of the earth with
the increase in global temperature caused by the greenhouse gas effect as a result of the release of
carbon emissions on earth. Carbon emissions are considered a threat that can harm natural
ecosystems and humans (T. Lee et al., 2021). Human activities related to industry and business are
the leading cause of increasing carbon emissions that have an impact on global warming. Global
warming is influenced by human unconsciousness, especially in environmental management,
which is part of industrial activities. The more the industry develops, the more environmental
pollution will increase (Ardianto et al., 2024).

The Indonesia Institute of Accountants has regulated through PSAK No. 1 of 2019
regarding openness in social responsibility, especially in environmental and social issues that must
be disclosed to the public as a form of corporate accountability to the environment (Natalia, 2022).
Companies that already have a high level of profitability are required to create a social and
environmental responsibility program commonly known as corporate social responsibility (CSR)
(Syafitri et al., 2023).

Environmental performance has a crucial role for management, especially those that are
very close to the use of natural resources. Environmental performance is significant to bridge the
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gap between economic interests and environmental interests, which provide dual benefits for
humans and nature (Zhang et al., 2024).

Companies in Indonesia themselves have not made voluntary carbon emission disclosure
reports. This is because the level of sensitivity of the industry that is run by the majority utilizes
natural resources, and inadequate costs can also harm the company (Maulana et al., 2021).
Companies that conduct carbon emission disclosures must consider various factors, such as
stakeholders and threat avoidance.

Companies that can create new ways of environmentally friendly production processes
without emitting carbon emissions can be an advantage for companies and drive profitability in
creating corporate value through environmental performance (Wibowo et al., 2023). As part of
social responsibility, carbon emission disclosure needs to be determined as part of the achievement
of stakeholder and related party goals (Abbas et al., 2023).

Companies classified or included in Sharia-based exchanges have a strong foundation
regarding the importance of carbon emission disclosure. According to (Al Banjari, 2023), Islam has
the concept of trust/responsibility for the earth, so with carbon emission disclosure, companies
should voluntarily make this disclosure and show that they care about the environment and
reduce the negative impact of the company's activities.

Environmental performance is a determinant in creating a good environment. Companies
must pay attention to environmental performance as a form of corporate responsibility for the
environment. This environmental performance is also one of the benchmarks used by investors to
make investments. The creation of environmental performance can create legitimacy in the
community (Hadiwibowo et al., 2023).

The implementation of carbon emission disclosure is one of the important points that can
affect environmental performance. The implementation of Carbon Emission Disclosure encourages
companies to care about environmental problems, one of which is the issue of carbon emission
emissions due to industrial products (Jannah & Narsa, 2021). The phenomenon that Large
companies still do not apply carbon emission disclosure because they do not play many roles in
increasing company profits and add to the high-cost post for the company. The Results of the study
(Hidayat et al., 2022) shows that environmental performance has a significant effect on carbon
emission disclosure. Meanwhile, the results of the study (Maulana et al., 2021) revealed that
environmental performance does not have a significant effect on environmental disclosure.

In addition to environmental performance, profitability also encourages companies to use
carbon emission disclosure. Companies with high profitability find it easier to minimize pressure
because the company has more resources to carry out carbon emission disclosure, so it has an
impact on the legitimacy of the community. The Results study of (Pratiwi et al., 2021) shows that
profitability has a significant effect on carbon emission disclosure. Instead (Mulya and Rohman,
2020) show that profitability has no significant effect on carbon emission disclosure.

Several previous studies that examined this issue have been researched by (Aziz and
Hariatih, 2022) about the influence of liquidity and solvency on profitability in banking companies
in Indonesia. Then there is research by (Nianty et al., 2023) that correlates Green Accounting with
Financial Performance with Environmental Performance as an intervening variable.

The relationship between grand theory and research topics can be seen in the theory of
legitimacy. Corporate social responsibility disclosures are made to gain the legitimacy of the
communities in which it operates and optimize its long-term financial strength, according to
Legitimacy Theory (Bakry et al., 2023). The "social compact" that exists between the business and the
society in which it operates and uses economic resources is referred to as the theory of legitimacy.
According to the theory of legitimacy, companies will engage in environmental accountability to
gain the credibility of society (Wedari et al., 2024). The company will be more willing to follow the
wishes of the community, and can carry out environmental duties. The company's operations cause
environmental difficulties that are not only limited to the immediate environment but also
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contribute to global warming as a result of its emissions. There is a social bond between the
company and society, according to the legitimacy thesis. If a company wants to gain legitimacy
from society, it must adhere to the group's norms and standards. One of the steps to gain
credibility from the community is to create a green and clean environment. The general public will
increasingly recognize companies that do well in terms of the environment (Wenni Anggita et al.,
2022).

In addition to the theory of legitimacy, this research can be related to the theory of
stakeholders. Freedman, who coined this theory, initially formed a stakeholder paradigm to
explain business behaviour and social performance (Rachmawati, 2021). The stakeholders in
question are parties who can be influenced or influenced by the company's operational activities,
such as employees, the government, investors, the community, and so on. According to
stakeholder theory, a company is not only a selfish entity but must also benefit other stakeholders,
which will have a significant impact on the company's success in creating the company's expected
profits (Mu et al., 2024).

Based on the phenomenon that occurs related to the relationship between environmental
performance and profitability to carbon emission disclosure in Sharia-based high profile
companies, it is still necessary to do it because there is still a research gap. In the context of
Indonesia, there is still no adequate research related to the relationship between environmental
performance and profitability to carbon emission disclosure disclosure.

The formulation of the problem in this study is as follows: (1) How does Profitability affect
Carbon Emission Disclosure? (2) How does Environmental Performance affect Carbon Emission
Disclosure?

The hypothesis of this study is that (1) profitability has a positive effect on carbon emission
disclosure in Sharia-based high profile companies; (2) profitability has a positive effect on carbon
emission disclosure in Sharia-based high profile companies.

RESEARCH METHOD

This research is conducted using a quantitative approach. The quantitative approach is a research
approach with a positivism paradigm in researching specific samples with sampling techniques
that are generally carried out randomly according to the available data, and data analysis is carried
out in the form of statistics to test the hypothesis that has been determined (Fryer et al.,2018). The
sampling technique of this study is purposive sampling. The sample criteria in this study are as
follows. (a) High-profile companies are listed on the Indonesia Stock Exchange, especially on the
Indonesia Sharia Stock Index, (b) companies that disclose carbon emissions disclosure in annual
reports or sustainability reports, and (c) companies that have complete financial statements for
2020-2023. In order to avoid bias, the data taken is rechecked after being taken on the data available
on each company's website in the audited version. Furthermore, the data underwent a data quality
test process in the form of validity and reliability tests. The data collection technique used is
secondary data, including the 2021-2023 annual report through the www.idx.co.id website. The
data analysis technique of this study is panel data regression analysis using SPSS ver 26 software.

RESULTS AND DISCUSSIONS

Results
Normality Test

The normality test in this study uses the Normal Probability Plot (P-Plot) approach. In the
p-plot test, it is said to be normally distributed if the real data line follows the diagonal line. The
results of the test can be seen in the following graph:
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Normal P-P Plot of Regression Standardized Residual
Dependent Variable: Y
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Figure 2. Normality Test Results

Based on the graph above, it can be concluded that the regression model is feasible because
it meets the assumption of normality. This is evidenced by the spread of data (points) around the
regression line (diagonal line).

Multicollinearity Test

A good multiple linear regression model does not experience multicollinearity. One way to
test multicollinearity is to look at tolerance and variance inflation factor (VIF) values. The tolerance
value must be between 0-1, while for VIF, the value must be lower than 10. The results of the
multicollinearity test from this study are presented in the following figure 3.

Coefficients®

Standardized

Linstandardized Coefficients Coefficients Collinearity Statistics
Model B Std. Error Eeta t Sig. Tolerance WIF
1 (Constant) 4239 2.667 1.5490 124
X1 5716 1.680 554 3.402 0oz a77 1.024
X2 040 052 125 TEB A50 a7 1.024

a. Dependent Variahle:

Figure 3. Multicollinearity Test Results

Based on the figure above, it is found that the tolerance value in each independent variable
is in the range of 0-1, as well as the VIF value in each independent variable is less than 10 (<10).
Thus, it can be concluded that in this study, there is no multicollinearity, so one of the
requirements of the panel data regression test has been met. This indicates that the non-
autocorrelation assumption is fulfilled.

Heteroskedasticity Test
Heteroscedasticity is a condition in which errors differ from other observations. A good
regression model is a regression that does not experience heteroscedasticity. It is said that
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heteroscedasticity does not occur if the significance value is more than 0.05. The results of the
heteroskedasticity test from this study are presented in the following figure 4.

Correlations

standardl
. W Y 00 Reslausl
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Figure 4. Heteroskedasticity Test Results

Based on the test results above, the x1 sig value is 0.892 > 0.05 and the x2 sig value is 0.978
> 0.05. Therefore, it can be concluded that there is no heteroscedasticity in the regression model
used. Thus, the assumption of non-heteroscedasticity is fulfilled.

Autocorrelation Test

The Autocorrelation Test aims to find out whether the errors of data in a certain period
correlate with those in other periods. One measure to determine whether there is an
autocorrelation problem is the Durbin-Watson (DW) test, provided that the DW value is in the
range of 1 and +3 or 1 < DW < 3. The results of the autocorrelation test from this study are
presented in the following figure:

Model Summarf’

Adjusted R Std. Error of Durbin-
Model R R Square Square the Estimats ywatson
1 549° 301 249 3.39007 1.024

a. Predictors: (Constant), X2, X1
b. Dependent Variable: Y

Figure 5. Autocorrelation Test Results

Based on the figure above, it can be seen that the Durbin-Watson value is 1.024, this value
is greater than 1 and less than 3, or it can be concluded that 1< 1.024 < 3. It can be concluded that
this study does not experience autocorrelation.

Model Selection

Based on the research data that has been obtained, the selection of the regression model
used to test the hypothesis is the Lagrange Multiplier Test. This test was carried out to find out if
the Random Effect Model (REM) is better than the Common Effect Model (CEM). The results of both are
as follows.
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Model Summaryb

Adjusted R Std. Error of Durbin-
Model R R Square Square the Estimate Watson
1 549° 301 249 3.39007 1.024

a. Predictors: (Constant), X2, X1
b. Dependent Variable. Y

Figure 6. Common Effect Model Test Results
Model Summanf]

Adjusted R Std. Error of Durhin-
Maodel F R Square Square the Estimate Watson
1 ao7d B51 403 278488 1.223

a. Predictors: (Constant), DumAALEZ, DumARNTIMXT, DumPTBAXT, X2, X1,
DumPTBAXZ, DumAALET, DumANTMXZ, DumFTEA

b. Dependent WVariahle:
Figure 7. Random Effect Model Test Results

Based on the results of CEM vs REM, the R square for the CEM test is 0.301, and the R
square for REM is 0.651. So of the two test results used, the one that contributes positively to the
results of the hypothesis test is REM so that it will then be used to test the hypothesis.

Hypothesis Test

The hypothesis test to find the simultaneous influence of independent variables on
dependent variables was analyzed using the F test, namely by paying attention to the significance
of the F value on the calculation output with an alpha level of 5%. The criteria for this simultaneous
test (F test) is that if the Fcal > Ftable and the significance level is <0.05 (5%), then it can be declared
that Ha is accepted and Ho is rejected (Ghozali, 2015). The results of the simultaneous test can be
seen in the following figure 8.

ANOVA®
Sum of
Model Squaras df Mean Squara F Sig
1 Regression 288.889 9 32.099 4139 .004®
Residual 15511 20 7.756
Total 444000 29

a. Dependent Vanable: Y
b. Predictors. (Constant), DumAALIX2, DUmANTMX1, DumPTBAX1, X2, X1,
DumPTBAX2, DUumAALIXT, DUmANTMX2, DumPTBA

Figure 8. Test Result F
According to the results of the regression analysis of the panel data above, it can be seen

that Fcal is 4.139, while Ftabel is 2.70 with degrees of freedom (df), namely dfl = 3 and df2 =30 =
33 at a significance level of 0.05 (5%). It appears that Fcal > Ftabel (4.139 > 2.89), it can be concluded
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that simultaneously environmental performance and profitability have a positive and significant
effect (0.004<0.05) on carbon emission disclosure (CED). Furthermore, the percentage level of
influence of independent and dependent variables can be seen in the value of the determination
coefficient, which can be seen in the results of the random effect model test in Figure 9, which is seen
at the R square value of 0.651 or 65.1% variable carbon emission disclosure (CED) is influenced by
environmental performance and profitability. Meanwhile, 34.9% were influenced by other factors
that had not been studied in this study.

The results of the regression analysis of the panel data using the random effect model (REM)
produced the regression equation as follows
Y = a + alDumPTBA + a2DumANTM + a3DumAALI + B1X1 + p2X2 + y1(DumPTBAX1) +
y2(DumPTBAX2) + y3(DumANTMX1) + y4(DumANTMX2) + y5(DumAALIX1) +
y6(DumAALIX2) + &

So the regression equation is

Y = 8980 + 8.927DumPTBA + 14.305DumANTM + 1.334DumAALI - 1.680X1 + 0.097X2 +
5.525(DumPTBAX1) - 0.342(DumPTBAX2) + 6.753(DumANTMX1) - 0.333(DumANTMX2) +
9.795(DumAALIX1) - 0.522(DumAALIX2) + &

Coefficients”

(Canstant 8.980 1770
DumFTEA 8.927 8280 BES 1078 253 028 35643

DumANTS 14305 6708 1382 211 ot 043 2330

Figure 9. Panel Data Regression Analysis Equation

The results of the above equation show that from the regression coefficient, there is a
positive and negative relationship between the relationship between profitability and
environmental performance of the disclosure of carbon emission disclosure in Sharia-based high
profile companies.

Discussion
The Effect of Profitability on Carbon Emission Disclosure

The results of the analysis show that profitability has a positive and significant effect on
carbon emission disclosure. This means that profitability has a positive impact on carbon emission
disclosure. Carbon emission disclosure is very important for high-profile companies , especially
Sharia-based companies, as a form of corporate accountability for natural resources that are used to
generate company profits. The value of the company's profits increases and so does the need for
companies to carry out carbon emission disclosure because it can increase public trust in the company
because it still maintains the integrity of the environment (J.-H. Lee et al., 2021) .

The results of this study are in line with those carried out by (Maulana et al., 2021), which
found that profitability has a positive and significant influence on environmental performance.
However, the results of this study are not in line with those carried out by (Nur Farida and Sofyani,
2018), who found that profitability had no positive or significant effect on carbon emission disclosure.
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This research is in line with the stakeholder theory, where a company should not be a
selfish entity but must also benefit all parties affected by a company's operational activities.
Operational activities involving natural resources have an immense contribution to environmental
issues, so it is important to disclose carbon emissions in addition to focusing on profits alone.
Stakeholders must balance financial performance and social performance that have a positive
impact on the community, workers, the government, and so on. Interaction between companies
and stakeholders must support actions that are relevant to the environment so that carbon emission
disclosure must be made by all companies, especially those with a high profile.

The Effect of Environmental Performance on Carbon Emission Disclosure

The results of the analysis show that environmental performance has a positive and
significant effect on carbon emission disclosure. The PROPER rating obtained by the company is
considered to be unable to prove the influence of widespread carbon emission disclosure. The
influence of this study is that carbon emission disclosure is mandatory, so companies with high
profile status that disclose carbon emissions inevitably have to include it in the annual report. In
addition, the proper rating assessment discusses issues related to natural resource conservation,
environmental management systems, and CSR implementation. So, the PROPER rating obtained
from the Ministry of Environment influences companies to disclose carbon emissions (Sorroche-
del-Rey et al., 2023).

In Indonesia, the industrial sector is one of the sectors that is required to replace or
engineer its production technology into low-carbon technology. This is Indonesia's commitment to
reduce greenhouse gas emissions by 29% by 2030. The contribution of reducing greenhouse gas
emissions by industries in Indonesia that have green industry certificates needs to be proposed to
get incentives. The following is a low-carbon technological innovation carried out by one of the
mining companies in the form of changing the underground mining method from fishbone and
upper hole in series to parallel in one of the mining areas. The program can increase mine
productivity by 64% and reduce air pollution by 571 tons of CO2 eq per year (Dzikriansyah et al.,
2023).

The results of this study are in line with those carried out by Hidayat et al. (2022), who
states that environmental performance has a positive and significant effect on carbon emission
disclosure. However, the results of this study are not in line with Sukmawati (2023), who states
that environmental performance has a negative and significant effect on carbon emission disclosure.

This research is in line with the theory of legitimacy. This theory makes companies involve
themselves in the process of environmental accountability to gain community credibility. The
company will be more willing to follow the wishes of the community, who are able to carry out
environmental duties. The company's operations cause environmental difficulties that are not only
limited to the immediate environment but also contribute to global warming as a result of its
emissions (Siddique et al., 2023). For this reason, carbon emission disclosure is needed to show that
the company cares deeply about environmental issues so that all production processes must pay
attention to the surrounding environment.

CONCLUSION

Based on the results of the analysis and discussion, it can be concluded that profitability has a
positive and significant influence on carbon emission disclosure, as well as environmental
performance has a positive and significant influence on carbon emission disclosure. This research
is in line with the theory of legitimacy. This theory makes companies involve themselves in the
process of environmental accountability to gain community credibility. Furthermore, as associated
with stakeholder theory, a company should not be a selfish entity but must also benefit all parties
affected by a company's operational activities. The company will be more willing to follow the
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wishes of the community, who are able to carry out environmental duties. The suggestion for the
next research is to add companies that are in the Sharia-based high-profile category and several
other indicators that were not researched in this paper, one of which is green innovation.
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