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Abstract : This research aims to examine the management of environmental risks arising from the use of fossil 

energy and strategies for transitioning to green energy in the business sector. The main focus of the research is 

to analyze the managerial role in facing environmental regulatory challenges, as well as how leaders and 

managers can develop a culture of sustainability within the organization. This research uses a qualitative 

approach with in-depth interview techniques and document analysis on large companies in the industrial and 

manufacturing sectors that have adopted or are transitioning to green energy, in the period June-September 2024. 

The results show that companies that successfully reduce environmental risks have a clear and strong energy 

transition strategy, including investments in green technology and managerial training related to sustainability. 

The biggest challenges faced are government policy uncertainty and the high costs involved in green energy 

implementation. In addition, this study also highlights the important role of visionary leaders and competent 

managers in driving organizational culture change towards sustainability. The implication of this research is the 

importance of a proactive, innovative management approach and compliance with environmental regulations in 

the face of green energy transition. 
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1. INTRODUCTION  

This introduction discusses the importance of energy transition from fossil fuel use to 

green energy as an effort to reduce environmental impacts, which has been a global concern 

since the last few decades. Fossil energy use has been known to contribute greatly to climate 

change and wider environmental damage, especially in terms of greenhouse gas emissions 

(Vatcharadze, 2023). Therefore, environmental risk management is crucial, especially for 

business sectors that still rely heavily on fossil energy. These risks include regulatory 

uncertainty, stakeholder pressure, and fluctuating energy prices that can affect the stability of 

the company (Keyghobadi et al., 2020). 

An energy transition strategy towards green energy also requires an integrated approach 

in organizational management. Companies are expected to make investments in renewable 

energy technologies and energy efficiency as part of their long-term strategy, which will not 

only reduce environmental impacts, but also increase the competitiveness of the company in 

the future (Tesfaye et al., 2023). 
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As regulations tighten and public awareness of sustainability increases, the role of leaders 

and managers in building a culture of sustainability becomes increasingly important in ensuring 

that companies are able to adapt to change and achieve long-term goals in line with 

sustainability principles (Salvioni & Almici, 2020). 

The energy transition from fossil fuels to green energy requires not only technological 

change, but also adjustments in corporate governance and risk management. In this context, 

environmental risk management becomes crucial to ensure the sustainability of company 

operations. Companies must be able to identify, assess and mitigate environmental risks 

stemming from fossil energy use, such as air pollution and climate change that can negatively 

impact their image and business sustainability. For example, a comprehensive risk management 

approach can help companies comply with environmental regulations and reduce the likelihood 

of fines or sanctions arising from violations of those rules (Axon & Darton, 2021). 

Energy transition strategies also require the support of visionary top management, 

capable of setting sustainability goals and steering the company towards investments in 

renewable energy. The adoption of green energy not only offers environmental benefits, but 

can also enhance a company's reputation in the eyes of increasingly sustainability-conscious 

consumers. These strategies include adopting new energy technologies such as solar and wind 

power, as well as improving energy efficiency through smarter management practices (Rafiq 

et al., 2022). However, there are significant managerial challenges in executing this transition 

strategy. One of the main challenges is the regulatory uncertainty and high costs associated 

with investing in green energy. Companies often have to balance between short-term profits 

and long-term investments in green technologies that may take time to generate financial 

returns. In addition, resistance to change in corporate culture can also be a significant barrier 

to adopting green energy. Therefore, the role of leaders and managers is critical in steering this 

transition. Leaders who are committed to sustainability can drive innovation, increase 

employee engagement, and ensure that the energy transition is not only the responsibility of 

technical departments, but also an integral part of the overall business strategy (Schulte et al., 

2020). 

By integrating risk management approaches and strong leadership, companies can better 

prepare for the challenges posed by the green energy transition and remain competitive in an 

increasingly sustainability-focused business environment. 
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Theoretical Basis and Hypothesis Development  

1. Environmental risk management related to fossil energy use 

Environmental risk management is particularly important in the context of fossil energy 

use due to its significant impact on climate change and the global ecosystem. Fossil 

energy, such as coal and oil, contributes to greenhouse gas emissions, which exacerbate 

global warming. Companies therefore need to implement risk management strategies that 

involve monitoring environmental impacts and implementing policies to mitigate these 

risks. For example, companies in the oil and gas sector are beginning to implement more 

collaborative risk management practices focused on compliance with international 

environmental regulations to match global sustainability needs (Tesfaye et al., 2023). 

2. Organizational energy transition strategies for adopting green energy 

Energy transition in organizations leads to major changes in policy and technology, 

including reducing dependence on fossil fuels and switching to renewable energy such 

as solar and wind energy. It involves using more efficient technologies, utilizing 

renewable energy, and adjusting business models to meet sustainability standards. 

Research shows that a successful energy transition requires synergies between 

technology and policy, including the development of energy storage technologies to 

support long-term sustainability (Kabeyi & Olanrewaju, 2022). 

3. Managerial challenges in dealing with environmental policies and regulations 

Increasingly stringent environmental policies pose challenges for company management, 

especially in terms of compliance with regulations that force companies to reduce carbon 

emissions and switch to green energy. Management must be able to navigate policy 

uncertainty as well as the huge cost burden of investing in new technologies. In addition, 

companies often face pressure from stakeholders to improve corpoate social 

responsibility and comply with international environmental standards (Vatcharadze, 

2023). 

4. he role of leaders and managers in developing a culture of sustainability in the 

organization 

Leaders and managers play an important role in building a culture of sustainability in 

organizations. They must be able to drive organizational change towards the adoption of 

green energy and the implementation of environmentally friendly policies. Research 

shows that sustainability-focused transformative leadership can significantly reduce 

employee turnover and increase their engagement in corporate sustainability efforts (Li 

et al., 2021). 
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hese approaches show that to overcome the negative impacts of fossil energy and adopt 

green energy, companies need integrated management strategies, appropriate technology and 

Sustainability-oriented leadership. The following visualization of the research concept shows 

the main flow from fossil energy use, its impact on the environment, to managerial and 

leadership strategies in green energy transition and sustainability. This visualization helps 

understand the relationship between environmental risk management, energy transition 

strategies, managerial challenges, and the role of leaders in developing a culture of 

sustainability in organizations. 

 

2. METHODS  

This research used a qualitative approach to explore environmental risk management 

strategies related to fossil energy use and the transition to green energy within the Organization 

(Umar, 2019). This method was chosen because it allows a deep understanding of managerial 

challenges and the role of leadership in developing a culture of sustainability. This research 

method provides an in-depth understanding of the dynamics of energy transition within 

companies and how management and leadership play a role in achieving sustainability goals. 

1 . Research Design 

This research adopts a case study design that focuses on several companies in the 

industrial and energy sectors that have implemented or are transitioning from fossil energy to 

green energy. Case studies are used to explore in depth how these companies manage 

environmental risks and implement sustainability strategies (Saady, 2020). 

2. Sample and Participants 

The research sample included large and medium-sized companies operating in the energy 

and industrial sectors in Indonesia. The main participants in this study were top managers, 

operational managers, and unit leaders responsible for environmental and sustainability 

policies. The sampling technique was purposive, with the criteria being companies that have 

an energy transition policy or plan. 

3. Data Collection 

Data were collected through in-depth interviews and analysis of company documents. 

Interviews were semi-structured to get first-hand views from leaders and managers on how 

they manage environmental risks and implement energy transition strategies. Document 

analysis included sustainability reports, energy policies, and environmental regulatory 

documents implemented by the companies. 
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4. Data Analysis   

Data was analyzed using the thematic analysis method. This process involved coding the 

data to identify key themes related to environmental risk management, energy transition 

strategies, regulatory challenges, and the role of leadership in promoting a culture of 

sustainability. The findings were analyzed to identify patterns and relationships between the 

variables. 

5. Data Validity  

To ensure data validity, triangulation techniques were used by combining data from 

interviews, document analysis, and observations. In addition, member checking was conducted 

by requesting feedback from participants regarding data interpretation. 

 

3. RESULTS AND DISCUSSION  

This research has several significant positive impacts. First, the reduction in carbon 

emissions from less reliance on fossil energy has a positive impact on the global environment 

and society, with reduced air pollution and climate change risks. In addition, companies that 

invest in green technologies can also improve energy efficiency and save long-term operating 

costs, providing direct benefits to companies, investors and consumers in the form of more 

competitive products. Companies' reputations also tend to improve with their commitment to 

sustainability, which is welcomed by the public and stakeholders, and has a positive impact on 

employees who are proud to work for an environmentally responsible organization. On the 

other hand, green energy-related training for employees develops their competence in 

sustainable technology and management, which is important for career advancement in the 

green energy sector. 

However, the study also identified some negative impacts that need to be considered. The 

high cost of implementing green energy technologies can be a burden for companies, especially 

in the initial investment phase. In addition, uncertainties in environmental policies and 

regulations pose a challenge for leaders and managers who must ensure the company's strategy 

is in line with dynamic regulations. For employees, the transition can create uncertainty or fear 

around the need for new skills, challenging them to adapt to the changing culture and 

technology. Quite often, management teams also face internal resistance from organizational 

members who may be reluctant to accept changes in sustainability culture or the use of new 

technologi 
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The long-term positive impact of this research will be felt by companies committed to 

sustainability, policy makers who support green energy, and communities who will enjoy a 

cleaner and healthier environment. The research found that companies that successfully 

manage the energy transition from fossil fuels to green energy have effective environmental 

risk management and sustainability strategies integrated into their operations. Companies that 

succeed in the energy transition have a strong strategic approach, supported by sound risk 

management and leadership committed to sustainability. Some key findings are as follows: 

1. Environmental Risk Management 

Companies operating in the energy and industrial sectors face significant environmental 

risks associated with the use of fossil energy. These risks include greenhouse gas emissions, 

air pollution, as well as pressure from increasingly stringent environmental regulations. To 

address this, companies are starting to implement more proactive environmental risk 

management systems. They identify and mitigate environmental impacts by investing in green 

technologies and complying with international standards on carbon emissions. 

2. Energy Transition Strategy 

The transition to green energy is made through the adoption of new technologies such as 

solar, wind and bioenergy. Companies that are more advanced in this transition have diversified 

their energy sources, minimizing dependence on fossil energy. However, many companies still 

face challenges in terms of high investment costs and technologies that are not yet fully mature. 

Nonetheless, companies investing in green energy are seeing significantly improved efficiency 

and reduced environmental impact 

3. Managerial Challenges 

The main challenges faced by the company were regulatory uncertainty and the high cost 

burden of adopting green energy. In addition, there is resistance from some parts of the 

organization that are reluctant to make changes due to cost and retraining needs. These 

challenges require an adaptive and innovative management approach to overcome barriers to 

sustainability strategy implementation. 

4. The Role of Leadership 

Visionary leadership has proven to be a key factor in the success of the energy transition 

and the development of a culture of sustainability. Leaders who support green initiatives are 

able to drive organizational change by creating a clear vision of sustainability and building 

commitment from all levels of the organization. 
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Companies that have advanced in the green energy transition are adopting new 

technologies such as solar, wind and bioenergy. This diversification of energy sources is proven 

to reduce dependence on fossil energy and provides significant benefits, including improved 

energy efficiency and reduced environmental impact. Past studies support this, where the use 

of renewable energy sources such as solar and wind, along with energy efficiency initiatives, 

contribute to reduced carbon emissions and better energy sustainability (Kabeyi & Olanrewaju, 

2022). The main challenge in this transition is the high initial investment cost, but the long-

term benefits of green technologies make the transition economically viable in the long run 

(Bogdanov et al., 2021). 

The main challenges companies face in adopting green energy are regulatory uncertainty 

and high investment costs. In addition, internal resistance from some parts of the organization, 

especially related to the need for retraining, is a major obstacle. According to (Markard et al., 

2020), the challenges of acceleration in sustainability transitions often involve system-wide 

changes, multi-system interactions, as well as resistance from established organizations. These 

challenges require innovative and adaptive managerial approaches in order to overcome the 

barriers. 

 

4. CONCLUSION  

The conclusion of this study shows that the transition to green energy in the industrial 

and energy sectors presents great opportunities, but also challenges. Companies that 

successfully adopt new technologies such as solar, wind and bioenergy, can reduce dependence 

on fossil energy, increase efficiency and reduce environmental impacts. However, this 

transition is not free from managerial challenges, such as regulatory uncertainty and high 

investment costs. Internal resistance within organizations is also a significant obstacle, 

especially regarding the need for retraining and changes in work culture. In this case, visionary 

leadership proved to be crucial. Sustainability-focused leaders are able to drive organizational 

change by creating a clear vision and building commitment from all levels of the organization. 

Thus, adaptive and innovative management approaches, as well as strong leadership, are key 

to success in meeting the challenges of the energy transition and developing a culture of 

sustainability within the company. This research provides an in-depth understanding of how 

companies can manage the energy transition more effectively to achieve long-term 

sustainability goals. 
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