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Abstract. This study aims to examine the impact of financial resilience, risk and 

company size on sustainable business in companies listed on the Indonesia Stock 

Exchange. The study focuses on companies that consistently submitted 

environment, social and government reports from 2018 to 2022. The analysis 

employs a random effects model for panel data regression. The market share 

growth model as an indicator of sustainable business can be applied if the model 

analysis uses determinants of financial resilience, risk and company size. The 

model successfully explains variations in market share growth. The variables of 

financial resilience, risk and company size collectively contribute to the model. 

The net debt to EBIT ratio positively influences market share growth, while 

equity capital adequacy has a negative impact. Additionally, the debt to equity 

ratio also contributes positively. In contrast, neither the level of operational 

leverage nor company size appears to significantly affect market share growth. 

Keywords: Financial Resilience, Risk, Firm Size, Sustainable Business. 

1 Introduction 

Indonesia has shown rapid economic development, including being the fastest growing 

capital market in Asia [1]. Between 2018 and 2022, the number of companies listed on 

the Indonesia Stock Exchange experienced a growth of 6. 7%. The performance of the 

Indonesia Stock Exchange index is quite impressive with an average return of 24.74% 

in US$ in the period from 1990 to 2022 [2]. In addition, the Indonesia Stock Exchange 

ranked second in environment, social and government risk rating with a score of 16.9, 

which is a low risk category in 2023, which shows the commitment of the capital market 

in Indonesia to sustainability issues [3]. The score is determined by the practices and 

policies of the Indonesia Stock Exchange that promote transparency and sustainable 

practices among listed companies. By the end of 2022, Indonesia had a total of 825 

listed companies. However, the number of companies that submitted sustainability 

reports that can be seen from ESG reports continuously during the period from 2018 to 

2022 was 43 companies or 6.06% of the average number of companies registered during  
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2018-2022. The Indonesia Stock Exchange provides an alternative for investors to as-

sess the company's sustainable business practices through the ESG Leaders index. The 

launch of the ESG Leaders index December 14, 2022 contains 30 selected companies 

that apply sustainability principles 

The importance of the company implementing sustainability principles is driven by 

the awareness of the importance of earning profits but while preserving the environment 

and caring for the welfare of the community [4]. The trend of business sustainability 

has increased globally leading to the application of sustainability principles that ensure 

the company's performance accountability is measured and expressed in economic, so-

cial and environmental dimensions [5]. For more than three decades, The United Na-

tions World Commission on Environment and Development (WCED) highlighted the 

significance of sustainability as the practice of fulfilling the needs of the present gener-

ation while ensuring that future generations can also meet their needs. To embrace this 

principle, many companies are now incorporating sustainability into their operations 

[6]. 

In relation to the principles of sustainability and the company as a business entity, 

the company strives to achieve a sustainable business that focuses on the company to 

generate profits, the company is committed to ensuring that its operations do not nega-

tively impact society or the environment [7]. By embracing the principles of sustainable 

business, it strives to achieve economic, environmental, and social objectives simulta-

neously.  Sustainable business is a concept that aims to produce short-term and long-

term benefits, if a company can achieve its business goals, increase the company's 

value, and maintain everything consistently in the long term [8]. 

Sustainable business does not only come from short-term profits but with the con-

sideration that through the acquisition of profits, the business will survive in the long 

term. Sustainable business is carried out by preserving the environment through achiev-

ing ecosystem balance so that future generations can still utilize natural resources 

through saving the use of natural resources, the adoption of renewable energy sources, 

the reduction of waste, and the decrease of carbon emissions [9]. Sustainable business 

has social concern for the community so that with the existence of the company will 

create an improvement in the standard of living in the community [10]. Companies that 

implement sustainable business will experience stable growth and be able to face risks, 

and the company's reputation will also increase because it implements sustainability 

principles. Corporate sustainability management enables business continuity through 

environmental protection, social contribution, and ethical management, as well as fi-

nancial performance [11]. 

In recent years, there has been an increasing focus in both research and practice on 

the importance of developing sustainable business models that positively impact the 

environment and society [12]. However, there is a paradox in sustainability, on the one 

hand sustainability is applied in accordance with the concept of sustainability itself, on 

the other hand it is oriented towards monitoring and appreciating financial performance, 

this consequently sidelines the other two dimensions of sustainability: social and envi-

ronmental [13]. 
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Companies can face difficult times whether it is a weakening price, a change in mar-

ket direction or even an economic crisis. This has increased the importance of improv-

ing financial resilience. The ability of a company to face and bounce back from difficult 

times is said to be a company that has financial resilience. Financial resilience depends 

not only on financial resources such as wealth and income but also on its debt obliga-

tions and money management practices [14]. When companies face internal and exter-

nal pressures, companies with financial resilience are still able to operate with cost ef-

ficiency and obtain support from investors and creditors related to investment and 

working capital. Financial resilience is related to information on financial conditions so 

that companies can make the right decisions when they are going to take corporate 

actions, such as the decision to issue shares or develop product lines. Debt management 

produces a level of liquidity for the company, but poor liquidity levels can be a picture 

of bankruptcy risk that can be detected through the company's financial resilience.  

Various problems and issues related to the environment and society pose risks that 

threaten the sustainability of the company. Companies function within a landscape 

where the public is increasingly concerned not only with their ability to generate profits 

but also with their responsibility to strike a balance between business growth and social 

progress. In this context, it is essential for companies to prioritize not just maximizing 

shareholder wealth, but also safeguarding the environment. Companies that do not im-

plement sustainability principles can experience sustainability risks. Sustainability risk 

refers to the potential threats and vulnerabilities that stem from unsustainable practices 

and activities, which present considerable challenges to the well-being of both current 

and future generations [15]. Companies will be equipped to confront challenges and 

seize opportunities if they integrate risk management in achieving sustainable business. 

By integrating sustainability considerations in a company's strategy and operations, pol-

icymakers and businesses can reduce risks in the business.  

Sustainability-related risk management practices focus on minimizing or eliminating 

the likelihood of events that could adversely affect environmental, social, or economic 

performance [16]. Sustainability risks from the economic aspect include financial risk 

with operational risk as part of financial risk [17]. Operational risk arises from problems 

in business operations [18]. Companies that manage financial risk well will be able to 

face economic changes and quickly adapt to regulatory changes and public domination.  

The size of a firm can significantly influence its approach to corporate environmental 

practices. Larger companies typically have more resources at their disposal and face 

heightened environmental pressures compared to their smaller counterpart [19]. As 

companies grow, companies consciously fulfill their social and corporate responsibili-

ties, they possess a deeper understanding of the corporate landscape and social respon-

sibility, enabling them to effectively utilize resources to meet their corporate social ob-

ligations [20]. Firm size can support companies to grow sustainably [21]. The size of a 

firm plays a crucial role in shaping its future and influencing its sustainable practices 

[22]. Firm size is an important measure that drives feasible actions for sustainable prac-

tices [23]. 

This research stands out for its comprehensive approach, which integrates three key 

indicators: financial resilience, risk, and firm size. These factors are considered as crit-
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ical determinants of sustainable business performance for companies listed on the In-

donesia Stock Exchange. There are quite a lot of studies that discuss sustainable busi-

ness, but there is no research that juxtaposes these four sustainability indicators. This 

research also helps companies to strengthen sustainable business in an increasingly 

competitive market through mastering market share growth by maintaining operational 

stability in the face of obstacles or financial crises, being able to identify and minimize 

risks that can threaten the company and making firm size a strategy to support corporate 

sustainability practices. This study aims to examine the influence of financial resilience, 

risk and firm size on sustainable business with the population of companies listed on 

the Indonesia Stock Exchange. 

2 Literature Review 

The sustainable business model embraces a triple bottom line approach, taking into 

account a diverse range of stakeholders, including the environment and society [24].  

This concept, known as the triple bottom line, was introduced by John Elkington in 

1994. It emphasizes that business activities can generate financial, social, and environ-

mental benefits simultaneously. The theory posits that a company's sustainability is in-

fluenced by the three key components of the triple bottom line, namely people, profits 

and planets which are interrelated and inseparable from their management [25]. Elking-

ton explained that the triple bottom line as the three main bases are interconnected and 

dependent on one another, yet they can sometimes contradict each other due to the 

trade-offs between social, environmental, and economic dimensions [26]. 

ESG principles are an important criterion to measure Sustainable Business. ESG, as 

a crucial factor in promoting sustainable business practices, has been explored from 

multiple viewpoints [27]. Within the framework of ESG principles, the concept of the 

triple bottom line offers a holistic approach for companies striving to harmonize prof-

itability with social equity and environmental responsibility. ESG emphasizes the need 

to optimize economic, social, and environmental benefits simultaneously, ensuring a 

balanced impact on both business and society [28]. ESG is a philosophy for investment 

and a company's benchmark that prioritizes assessing organizational performance 

across all ESG dimensions, not just financial performance [29]. On the other hand, rapid 

economic expansion has led to significant financial benefits, though it has come at the 

cost of severe environmental degradation and resource depletion [30].  

Companies often find themselves in a financially precarious position, which can hin-

der their ability to uphold commitments to stakeholders, society, and the environment. 

This situation can ultimately jeopardize the company's sustainability efforts [31]. In this 

condition, the company must have financial resilience. Financial resilience is the ca-

pacity of the financial system to overcome crises in preventing crises and handling cri-

ses that occur [32]. 

In implementing sustainable business, companies also face risks. Risks associated 

with sustainability encompass environmental, social, and economic dimensions [33]. 

The economic aspect involves financial risk including operational risk. Financial risk 

encompasses all factors related to the movement of money within a business, as well as 
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the potential for financial loss that a company might face [17]. In contrast, operational 

risk refers to the possibility of loss resulting from the failure of individuals or processes 

within the organization [34].  

Firm size can affect company sustainability [35]. Firm size can be used as a tool to 

improve a firm’s performance, especially during periods of financial crisis.  

3 Methodology 

The research utilized data collected between 2018 and 2022 with secondary data from 

Refinitiv Workspace.  The research population comprises all companies listed on the 

Indonesia Stock Exchange. The sample criteria include companies that submit ESG 

reports during a continuous observation period. Table 1 presents the number of research 

samples by sector. According to Table 1, the research sample comprises 43 companies 

from diverse sectors listed on the Indonesia Stock Exchange. The largest sample came 

from the non-cyclical consumer sector and the least from the healthcare and utilities 

sectors.  

Table 1. Number of samples by sector. 

Sector Sum 

Consumer non cyclical 9 

Basic materials 6 

Industrial 2 

Real estate 4 

Consumer cyclicals 4 

Financials, 6 

Healthcare 1 

Technology, 4 

Energy 6 

Utilities 1 

Sum 43 

Source: data processed, 2024. 

The variables in this study include sustainable business, financial resilience, risk, 

firm size and sustainable business. Sustainable business is proxied with market share 

growth. Financial resilience is proxied by the net debt to ebit ratio and the equity index 

is measured by the sufficiency of equity capital [36]. Risk is proxied with a degree of 

operating leverage [37] and debt to equity ratio [38]. Table 2 provides an overview of 

the variables included in the study, accompanied by their respective descriptions. 



to ebit ratio to cover its debts using 

its operating income is 

often referred to as a 

measure of its financial 

health 

---------------- 

EBIT 

Suffi-

ciency of 

equity capi-

A measure of the 

ability of equity to sup-

port operations or meet 

(Long term asset + inventory – provision - long 

term liabilities) 

--------------------------------------------------------
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Table 2. Variable operational definition. 

Variable Description Formula 

Net debt A company's ability Net debt 

tal its debt obligations --------------------------- 

                      Shareholder's Equity 

 

Degree A measure of opera-

 

% change in EBIT 

of operating tional risk that measures ------------------------ 

leverage changes in profit due to 

changes in sales 

% change in sales 

Debt to 

equity ratio 

A financial risk met-

ric that assesses the ca-

Total debt 

----------------- 

pacity of capital to sup-

port a company's debt 

obligations. 

Total equity 

Firm 

size 

Market 

share 

growth 

Total assets 

A measure of a com-

pany's growth in market 

share relative to the in-

dustry. 

Ln total asset 

CMS of the present period - CMS of the past 

period 

--------------------------------------------------------

---------- 

CMS Past Period 

Source: author’s compilation, 2024 

The panel data regression analysis technique used in this study employs panel data 

regression, utilizing three analytical approaches: the common effect method, the fixed 

effect method, and the random effect method. This study is to measure sustainable busi-

ness regression in the components of financial resilience, financial risk and firm size. 

Regression model with panel data is stated as follows: 

MSGit = β0 + β1NDEit + β2SECit + β3DOLit + β4DERit + β5ASSETit + εit                    (1)  

Remarks: is a constant, is the β0MSGit adalah market share growthNDEitdebt to 

ebit ratio,  SECitis the sufficiency of equity capital, is the degree of operating leverage, 

is the debt to equity ratio,  DOLit DERiti is cross section, t is time series, e is error term.  
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4 Results and Discussion 

4.1 Financial Resilience 

The company's capacity to settle its debts using its operating income is shown by the 

lowest average net debt/ebit by Bank Negara Indonesia (Persero) Tbk PT from the fi-

nancials sector because starting in 2022 the company strengthens its commitment as a 

global bank from Indonesia and expands again in the international arena. As a global 

bank, Bank Negara Indonesia (Persero) Tbk PT can cover wider market share accom-

panied by diversified products and can enhance the company's operating income to help 

meet its obligations.  

The capacity of equity to support operations and meet its debt obligations is shown 

by the lowest average sufficiency of equity capital by Bumi Resources Tbk PT from 

the consumer non-cyclical sector because as the largest mining company in Indonesia 

by becoming the largest thermal coal producer in Indonesia, it has equity that can sup-

port operations and meet its debts. The highest average net debt/ebit and average suffi-

ciency of equity capital  were obtained by Waskita Karya (Persero) Tbk PT from the 

industrials sector engaged in toll road construction in Indonesia, which in the period 

from 2018 to 2022 is carrying out toll road construction in almost all regions of Indo-

nesia, so the company needs more debt to cover its operating activities, while the debt 

payment has not been It can be covered with operational income obtained after the 

construction of the toll road is completed.  

4.2 Risk 

The sensitivity of profit changes due to changes in sales is shown by the average degree 

of operational leverage, the highest obtained by Bank Tabungan Negara (Persero) Tbk 

from the financials sector because bank income is mostly from loans, interest rate hikes 

and an increase in the amount of loans both in volume and loan value will result in an 

increase in income without any increase in fixed costs so that changes in profits in 

banking are more sensitive. PT XL Asiata Tbk from the technology sector as a tele-

communications company, the variable costs incurred are quite high in providing ser-

vices, including bandwidth costs. In addition, it has limitations in increasing tariffs be-

cause it is related to high competition in the telecommunications industry so that 

changes in profits are less sensitive when the volume of services or the value of revenue 

changes compared to other industries. Companies with high degrees of operational lev-

erage have greater risk than companies with low degrees of operational leverage be-

cause profits are more responsive to fluctuations in sales or revenues.  

The company's capacity to finance its corporate debt is demonstrated by its lowest 

average debt-to-equity ratio obtained by Vale Indonesia Tbk from the basic materials 

sector because as a nickel mining and processing company, it requires a large initial 

investment, but after the operation is carried out, the cash flow is quite stable so that 

the use of debt is quite controlled. The highest average debt to equity ratio was obtained 

by Astra Agro Lestari Tbk PT from the non-cyclical consumer sector because as a plan-

tation company, the working capital required is high accompanied by price fluctuations 

and the influence of weather on crop yields, so the company needs more debt to finance 
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its production. A high and low debt to equity ratio describes the risk taken by a company 

because it pertains to the company's policy of financing its operations through debt or 

its own capital in accordance with the risk profile faced.  

4.3 Firm Size 

In the financial sector, Bank Rakyat Indonesia Tbk (BBRI) recorded the highest firm 

size compared to other companies, reflecting its broad operational scale and significant 

asset capacity in the financial industry. On the other hand, PT Pabrik TPaper Tjiwi 

Kimia Tbk (TKIM), which is in the basic materials sector, recorded the lowest company 

size. This difference indicates that there is a gap in business scale and asset capitaliza-

tion between the financial and basic materials sectors, which can be influenced by the 

characteristics of the industry, capital needs, and growth strategies implemented by 

each company. 

4.4 Sustainable Business 

Bumi Resources Tbk PT from the consumer non-cyclical sector obtained the highest 

average market share growth Bumi Resources Tbk stands as the largest coal mining 

company in Indonesia. Production expansion and increasing demand for coal from 

abroad have driven the high average market share growth of Bumi Resources Tbk. The 

lowest average market share growth was obtained by Tjiwi Kimia Tbk Paper Mill from 

the basic materials sector due to the pressure of paperless and digitalization to replace 

paper as well as environmental awareness in the form of the use of paper derived from 

recycled products. Market share growth demonstrates the company's capability to thrive 

despite competition because it has adaptability and is supported by financial stability. 

As the company has experienced an increase in market share, it has a strong foundation 

to support environmental, social and economic sustainability and become a company 

with a sustainable business.  

4.5 Model Estimation Results 

The research model is by regressing market share growth in the components of financial 

resilience, financial risk and firm size with the following equations: 

MSGit = β0 + β1NDEit + β2SECit + β3DOLit + β4DERit + β5ASSETit + εit 

Table 3. Model selection test. 

 Prob Best Methods 

Chow Test 0.9517 Common Effect 

Hausman Test 0.1265 Random Effect 

LM Test 0.0000 Random Effect 

Source: processed data, 2024 

Table 3 presents the model selection test on the MSG model.  The outcomes of Chow 

test indicate a p-value of 0. 9517, which exceeds the 0. 05 threshold. Therefore, we 
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cannot reject the null hypothesis, suggesting that the common effect is superior to the 

fixed effect model. Fixed effect model is more appropriate compared to the common 

effect (pooled OLS). Furthermore, the Hausman test showed a p-value of 0.1265, which 

is also greater than 0.05, so the null hypothesis could not be rejected, and the random 

effect model model was considered better compared to the fixed effect. Finally, the 

Lagrange Multiplier test produced a p-value of 0. 000, indicating a highly significant 

result. This leads us to reject the null hypothesis, suggesting that the common effect 

model is superior. Consequently, this supports the preference for the random effects. 

From overall results of this test, the most suitable model for this data analysis is the 

random effect because Hausman and Lagrange Multiplier tests support selection of the 

model. Table 4 presents the results of the model estimation using a random effect model 

Table 4. Model estimation results using random effect 

Dependent Variable: MSG   

Variable Coefficient Std. Error t-Statistic Prob.

C 228.3446 212.2304 1.075928 0.2832

NDE 2.744652 0.710278 3.864197 0.0001

SEC -35.32757 4.735104 -7.460779 0.0000

DER 11.91130 4.825633 2.468340 0.0144

DOL -0.036485 0.047040 -0.775618 0.4389

LN_ASSET -5.548855 6.624623 -0.837611 0.4032

R-squared 0.277776 Mean dependent var 10.32823

Adjusted R-squared 0.260498 S.D. dependent var 139.2039

S.E. of regression 119.7074 Sum squared resid 2994942.

F-statistic 16.07678 Durbin-Watson stat 1.915142

Prob(F-statistic) 0.000000    

Source: processed data, 2024 

Constant (C) has a coefficient of 228.3446 contains a p-value of 0. 2832, indicating 

that the result is not statistically significant. It means that the initial (intercept) value of 

market share growth (MSG) does not exert a significant influence on the model. When 

all independent variables are zero, the market share growth is positive but the effect is 

not significant. 

The net debt to EBIT ratio (NDE) shows a positive coefficient of 2.744652 and a p-

value of 0.0001, which is statistically significant. This suggests that the rise in the net 

debt to EBIT ratio is positively related to market share growth.  The sufficiency of 

equity capital (SEC) exhibits a negative coefficient of -35.32757 and  a p-value of 0. 

0000 indicates a significant result. 

The debt to equity ratio (DER) exhibits a positive coefficient of 11. 91130, accom-

panied by a statistically significant p-value of 0. 0144. It shows the increase in the debt 

to equity ratio contributes positively to market share growth.  However, the last two 

variables, degree of operating leverage (DOL) and size of firm (Ln Asset) do not show 

statistical significance. The coefficient for the degree of operating leverage is -0.036485 
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with a p-value of 0.4389, while the coefficient for firm size is -5.548855 with a p-value 

of 0.4032. Both show that there is no significant influence of the degree of operating 

leverage and firm size on market share growth in this model. 

The results of regression analysis employing the Panel EGLS (cross-section random 

effects) approach show that this model has an R-squared value of 0.2778. This shows 

that about 27.78% of variation in dependent variables of market share growth can be 

clarified through the independent variables incorporated in the model. While this is not 

very high, this figure shows that the model has quite good predictive power, although 

there are additional variables beyond the model, there are other variables outside the 

model that also contribute to the variation in market share growth. An Adjusted R-

squared value of 0.2605 provides a more accurate indication of the model's strength by 

taking into account the number of variables used. This value is slightly lower than R-

squared, which suggests that some independent variables in the model do not contribute 

significantly to the explanation of variation in market share growth. 

The F statistic, which measures 16. 07678 with a probability of 0. 0000, suggests 

that the overall regression model is significant. This indicates that at least one of the 

independent variables has a meaningful impact on the dependent variable. A Durbin-

Watson value close to 2 of 1.915 indicates that there is no autocorrelation problem in 

the residual, which means that the model errors are random and do not correlate with 

each other. 

4.6 Discussion 

The results show that financial resilience that is proxied using the Net Debt to EBIT 

Ratio (NDE) has a positive coefficient and a significant influence on market share 

growth. It is indicates that companies that have a higher level of net debt relative to 

operating profit tend to experience greater market share growth. The company uses debt 

funding to accelerate market expansion through increased production capacity, product 

innovation, and more aggressive marketing strategies [39]. The use of this leverage can 

show management's confidence in the future business prospects, where such strategic 

investments help the company strengthen its competitiveness and attract new consum-

ers [40]. While high leverage can support market share growth, companies also need to 

ensure that EBIT is strong enough to cover debt burden and manage financial risk pru-

dently [41]. These results demonstrate the importance of balancing debt use and the 

company's operational capabilities to achieve sustainable market share growth without 

sacrificing long-term financial stability. These findings are supported by a study by 

Alam et al., (2022) [42]. 

The negative and significant coefficient of the Sufficiency of Equity Capital (SEC) 

to market share growth shows that the greater the proportion of equity capital owned 

by a company, the lower the market share growth rate achieved. These results reflect 

that companies that rely on equity as their primary source of funding tend to be more 

conservative in their expansion strategies, compared to companies that use leverage to 

drive growth. In many cases, funding through debt allows companies to move more 

aggressively in expanding capacity, entering new markets, or investing in competitive 

marketing strategies [43]. Conversely, companies that rely heavily on equity capital 
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may be less active in aggressive expansion and more focused on financial stability and 

risk control, which could limit their ability to increase market share in the short term 

[44]. However, while this conservative approach may reduce the potential for market 

share growth, companies with sufficient equity capital can also enjoy long-term gains 

in the form of stronger financial stability and higher resilience to financial risk [45]. 

The positive and significant coefficient of the Debt to Equity Ratio (DER) to market 

share growth shows that companies with higher debt-to-equity ratios tend to achieve 

greater market share growth. By using leverage, companies can obtain additional re-

sources to fund expansion, strengthen production capacity, or increase marketing activ-

ities, which can attract more consumers and strengthen market position [46]. Funding 

through debt allows companies to move more aggressively in competition and be more 

responsive to growth opportunities [47]. However, the increase in DER also implies an 

increase in liabilities, which requires effective debt management to maintain the com-

pany's financial health in the long term [48]. 

The results of the analysis show that the Degree of Operating Leverage (DOL) and 

the size of the company have no statistical significance in influencing market share 

growth, with a coefficient that shows a negative sign. This indicates that although DOL 

and company size have an expected theoretical impact on market performance, in the 

context of the analyzed sample, neither variable has a significant influence on market 

share growth. Negative signs on the DOL coefficient and firm size indicate a tendency 

that companies with high operational leverage or large sizes face challenges in adapting 

to rapid market changes, which can limit their ability to increase market share [49]. 

Several studies show that companies with high operating leverage can face great chal-

lenges in adapting to fluctuations in market demand [50-52]. The reliance on fixed costs 

can limit their flexibility in dealing with rapidly changing market dynamics, ultimately 

impacting their ability to increase market share. 

5 Conclusion and Recommendation  

This study aims to analyze the influence of financial resilience, financial risk, and firm 

size on sustainable business in companies listed on the Indonesia Stock Exchange. The 

results of the analysis show that financial resilience, which is proxied through the Net 

Debt to EBIT ratio, has a positive and significant influence on sustainable business. 

Companies that are able to manage debt wisely and have higher leverage tend to be 

better able to utilize resources for market expansion, product innovation, and marketing 

strategies that support business sustainability. These findings suggest that a capital 

structure that relies on debt in the right proportion can support long-term growth and 

business sustainability, as long as the company has adequate operational capabilities to 

manage emerging financial risks. Meanwhile, the debt to equity (DER) ratio also shows 

a significant positive relationship with sustainable business, indicating that debt fund-

ing provides room for companies to be more aggressive in achieving sustainable busi-

ness goals. However, the Sufficiency of Equity Capital (high equity capital) has a neg-

ative relationship with business sustainability, as companies that rely on equity funding 

tend to be more conservative and less risky in aggressive expansion strategies, although 
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this approach provides more long-term financial stability. On the other hand, the degree 

of operating leverage (DOL) and firm size do not show a significant influence on sus-

tainable business. This reflects that companies with high operational leverage or large 

sizes may face challenges in maintaining flexibility and adapting to rapid market 

changes, which may hinder the achievement of sustainable business objectives. 

To achieve sustainable business, companies in Indonesia need to manage their capi-

tal structure optimally, by utilizing debt leverage wisely to support expansion and 

strengthen market position. Companies must ensure that the use of debt is carried out 

with due regard to operational capacity and the ability to manage financial risks. A 

conservative approach that relies on equities should not be ignored, as it can provide 

long-term stability despite the risk of limiting growth. Furthermore, companies need to 

focus on innovation and strategic risk management, especially in the face of global 

market uncertainty. Future research can delve deeper into the relationship between fi-

nancial risk management and business sustainability by taking into account industry 

dynamics and other external factors. 
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