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ABSTRACT

This study analyzes the influence of carbon accounting on corporate
sustainability and its dimensions (economic, social, environmental). The
analysis uses a quantitative approach with descriptive statistics, classical
assumption tests, and multiple linear regression analysis. The population
consists of companies listed in the Jakarta Islamic Index (JII) from 2017
to 2025. The sample was selected using purposive sampling, with the
criteria of consistent JII listing during the research period and data
availability. Nine companies met the criteria. The results show that
carbon accounting positively affects corporate sustainability and all its
dimensions. These findings show that implementing carbon accounting
not only measures and discloses carbon emissions but also encourages
companies to integrate sustainability into decision-making, creating
economic value while enhancing social responsibility and environmental
management. Descriptive statistics show that companies prioritize
economic dimensions over social and environmental dimensions. This
indicates that sustainability practices are still dominated by financial
value creation, while commitment to social and environmental aspects
has not received balanced attention. From the perspective of Sharia
Enterprise Theory (SET), these findings show that carbon accounting
reflects the concept of trust through vertical accountability to God and
horizontal accountability to society and the environment. The practical
implication is that companies, especially large-scale ones, need to
integrate environmental management into their business strategies. It can
support a balance between economic, social, and environmental
performance and strengthen corporate sustainability. Theoretically, the
study reinforces the literature on the importance of carbon emissions
disclosure as a key driver of sustainability in the Sharia capital market
and provides empirical evidence of the industrial sector's important role
in mitigating ESG risks, relevant to SDG 12.
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(] INTRODUCTION Rokhaniyah et al., 2024, 2025; Wang et al.,

Carbon accounting is a new accounting 2026). Recent developments in carbon
paradigm in eco-based economic transactions accounting also emphasize its role in
(Syam et al, 2024). The issue of climate supporting corporate decarbonization,

change mitigation makes carbon accounting not
merely a technical reporting tool, but a
governance instrument that determines the
direction of corporate sustainability (Fahmi et
al., 2025; Rana et al., 2025; Srivastava, 2026).

Sustainability accounting literature
demonstrates that the practice of measuring,
recognizing, and reporting environmental

impacts (including carbon emissions) plays a
role in integrating economic, social, and
environmental performance, which forms the
basis for decision-making and enhancing long-
term competitiveness (Kim et al., 2026;

promoting supply chain efficiency, and opening
up research opportunities to improve carbon
emission measurement and reporting practices.

Previous studies have shown that carbon
accounting plays a crucial role in supporting
corporate  sustainability by  improving
emissions transparency, environmental
accountability, and the quality of strategic
decision-making (Luo & Tang, 2014; Qian et
al., 2026; Wang et al., 2026; Zanella et al.,
2026). Other findings suggest that carbon
emission measurement and disclosure improve
environmental performance, strengthen
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corporate legitimacy among stakeholders, and
contribute to business sustainability and long-
term corporate value. However, its impact on
financial performance is inconsistent and
highly dependent on industry context and
disclosure quality (Appah et al., 2025; Basri &
Husnaini, 2025; Okpala, 2024). Other empirical
studies have found evidence that the intensity
of carbon emission accounting, the adoption of
renewable energy, and the implementation of
carbon pricing substantially impact financial
performance (Ogunrinde et al., 2025). Other
studies conclude that corporate sustainability
reduces carbon emissions (Fan & Rahman,
2026).

In the context of the Indonesian Islamic
Capital Market, companies listed on the Jakarta
Islamic Index (JII) operate under Sharia-
compliant principles that emphasize
transparency, fairness, and social responsibility
(Rokhaniyah et al., 2024). Research in the
global banking sector shows that Sharia
compliance can moderate the relationship
between carbon emissions disclosure and
corporate value and financial performance,
suggesting market sensitivity to environmental
information when framed by Sharia values
(Sasongko et al., 2025; Wahyuni et al., 2020).
Similarly, innovations in Islamic finance
toward net zero (such as green sukuk and
Sharia-compliant carbon market mechanisms)
reflect a systemic push to make carbon
reporting and management part of Islamic
finance's  sustainability architecture. This
underscores the importance of transparency and
accountability in strengthening carbon market
integrity and stakeholder trust.

Sharia Enterprise Theory (SET) views
companies as trusts responsible to God,
humanity, and nature (Dwiatmaja et al., 2025;
Saadah et al., 2023; Sri et al., 2019; Widiyanti
et al., 2025). From the SET perspective, carbon
accounting serves as a form of accountability
for ecological impacts, a tool for equitable
distribution of costs and benefits across
generations, and a foundation for sustainability
that aligns with the goal of maslahah (benefit).
When carbon accounting practices are
consistently applied through reliable emissions
measurement, comprehensive disclosure, and
the integration of carbon costs into investment
decisions, Islamic companies have the potential
to strengthen social legitimacy, reduce
information asymmetry, and enhance the
resilience of sustainable performance in the
eyes of value-oriented investors (Hasan et al.,
2025). Broader empirical evidence also
suggests that governance attributes and
environmental orientation influence corporate
emissions behavior amid financial constraints,

underscoring the importance of a robust carbon
accounting system as part of risk management
and sustainability strategies (Tarabiech &
Goubran, 2023).

In SET's perspective, corporate
sustainability, which consists of economic,
social, and environmental  dimensions,
represents vertical accountability to God and
horizontal accountability to humans and nature.
The economic dimension reflects the
management of resources in a trustworthy
manner to create value and benefits for all

stakeholders through fair, transparent, and
responsible business practices. The social
dimension describes the company's

responsibility in fulfilling the rights, welfare,
and justice of employees, society, customers,
and other stakeholders. Meanwhile, the
environmental dimension shows the company's
responsibility as a caliph in preserving nature
through sustainable management of energy,
emissions, water, waste, and resources.
Together, these three dimensions operationalize
the concept of SET accountability, which is
oriented not only to economic achievements
but also to creating benefits for humans and
environmental sustainability as a form of
accountability to God.

At the practical level, quality carbon
accounting in Sharia-compliant companies can
leverage corporate sustainability through
several channels: integrating emissions metrics
into budgeting and cost management;
disclosures that emphasize climate mitigation
commitments and decarbonization targets; and
linking with Sharia-compliant green finance
instruments for transition financing.
Sustainability accounting literature
recommends strengthening reporting systems to
manage environmental performance in an
integrated manner with economic and social
performance (Akinlade et al., 2025), which
aligns with the objectives of the SET and the
expectations of Sharia investors. Therefore, a
quantitative study of the impact of carbon
accounting on corporate sustainability in
Sharia-compliant companies is not only
academically wurgent but also practically
imperative to ensure the sustainability of
corporate value that supports the public
interest.

This study captures the phenomenon that
companies listed on the JII are increasingly
encouraged to implement business practices
that are not only in accordance with Sharia
principles but also address sustainability
through carbon-emissions management. Several
JII issuers have begun disclosing carbon
emissions information and setting
decarbonization targets in sustainability reports,
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but implementation levels still vary across
companies. Meanwhile, companies still face a
dilemma between maintaining economic
performance and increasing investment in
environmental = management and  social
responsibility. This raises the question of

whether applying carbon accounting can
improve companies' sustainability across
economic, social, and environmental

dimensions, especially for companies listed on
the JII.

This research uses quantitative methods
based on secondary data from annual reports of
Sharia-compliant companies listed on the JII
from 2017 to 2025. The data analysis used
panel data regression, with corporate
sustainability as the dependent variable and
carbon accounting as the independent variable.
Additionally, company size, leverage, and
industry sector were considered as control
variables. This study predicts that carbon
accounting has a positive impact on corporate
sustainability across economic, social, and
environmental dimensions.

The state of the art and novelty of this
research lie in developing a conceptual
framework that integrates carbon accounting
and corporate sustainability within the SET
perspective of companies listed in the JII. This
field has not been widely explored in the

accounting and  sustainability literature.
Previous studies generally analyzed carbon
disclosure within conventional theoretical

frameworks such as legitimacy theory and
stakeholder theory, with empirical findings that
tend to be inconsistent and predominantly
focused on non-Sharia companies in developed
countries. Consequently, they have not been
able to explain the role of spiritual and ethical
values in corporate sustainability practices.
This research expands the state of the art by
positioning carbon accounting not only as an
environmental reporting mechanism but also as
a manifestation of a company's theological,
social, and ecological responsibilities within
the framework of Sharia Enterprise Theory. It
also empirically tests its implications for
corporate sustainability in the Sharia capital
market. This is formulated into the following
research questions: (1) Does carbon accounting
have a positive effect on corporate
sustainability? (2) Does carbon accounting
have a positive effect on the economic
dimension of corporate sustainability? (3) Does
carbon accounting have a positive effect on the
social dimension of corporate sustainability?
(4) Does carbon accounting have a positive
effect on the environmental dimension of
corporate sustainability?

s  METHOD
Population and Sample

This quantitative study examined the
effect of carbon accounting on corporate
sustainability. This method is suitable for
statistically examining relationships between
variables. This study used secondary data in the
form of annual reports, sustainability reports,
and annual financial reports obtained from each
sample company's official website. The
population consisted of companies listed in the
Jakarta Islamic Index (JII). The sample was
selected using purposive sampling. The sample
selection criteria were JII companies that
published annual reports and sustainability
reports from 2017 to 2025 and had complete
carbon and sustainability disclosure data.

Research Design

The research design used a quantitative
approach to test the influence of carbon
accounting on corporate sustainability across
the economic, social, and environmental
dimensions. This explanatory research aimed to
explain the causal relationship between the
independent variables and the dependent
variable based on previously developed
theories. The quantitative approach was chosen
because it can provide empirical evidence on
the relationship between carbon accounting and
corporate sustainability in an objective,
measurable, and generalizable manner, so that
the results of the research are expected to
contribute to the development of sustainable
business theories and practices, especially in
companies that are members of the Sharia
Securities List (Daftar Efek Syariah). Overview
of the research framework is presented in
Figure 1.

Sharia Enterprise Theory
(SET)

Carbon Accounting (AK)

Corporate Sustainability (CS)

(Economic, Social,
Environmental)

Figure 1. Research framework
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Table 1. Variables measurement

Variable Measurement

Corporate sustainability/ CS s = SO DN

Economic dimension of corporate S'conomic Score

sustainability/ CS_DE (GRI Standards, CS_DE ==————x100

2021)

Social dimension of corporate )

sustainability CS_DS (GRI Standards, ~ €S_DS = 2227257 y10p

2021)

Environmental dimension of corporate 3 Environmental Score

sustainability CS_DL (GRI Standards, = CS_DL = = x100

2021)

Carbon Accounting/ CA (Choi et al., A = Learbon Disclosure Score 4

2013) 17

Firm size/ UP Total assets (log)

Leverage/ LEV Debt to equity ratio

Industry sector/ SP Dummy (1 for energy sector, 0 for non-
energy sector)

Instruments AK, : Carbon Accounting, company i, period t

The research instrument in this study was
a documentation sheet wused to collect
secondary data from the annual reports and
sustainability reports of companies listed on the
JII. The documentation sheet was compiled
based on the measurement indicators for each
research variable: carbon accounting as the
independent variable and the company's
sustainability in the economic, social, and
environmental dimensions as the dependent
variables. All data obtained were then coded
according to operational indicators and
analyzed using regression. Table 1 shows the
variable measurements.

Data Analysis

Based on a presented research framework
(Figure 1), a panel data regression equation
model was constructed, as follows:

CSit = a+ B1AK;; + B, UP + BsLevie + B4SP + &t

This model is reduced to three, according to the
dimensions of corporate sustainability.

CS_DEj; = a + B1AKj + B, UPy; + BsLevi: + B4SP; + &
CS_DS; = a + By AK;e + B UP + BsLevie + BaSP + &5

CS_DLjt = o + By AKje + B UPy + B3Levie + B4SP + &4

CS,: Corporate Sustainability, company i,
period t
CS DE, Corporate  Sustainability from

economic dimension, company i, period t
CS_DS,: Corporate Sustainability from social
dimension, company i, period t

CS DL, Corporate Sustainability from
environmental dimension, company i, period t

UP, : Firm Size, company i, period t

Lev, : Leverage, company i, period t

SP, : Company Sector, company i, period t
g, : Residual value

a : Constant

B,- B,: Regression Coefficients

m  RESULT AND DISCUSSION
Research Sample

The population in this research was
companies actively registered with the JII from
2017 to 2025. The sample was drawn using a
purposive sampling technique, as shown in
Table 2. The research data were obtained
through the documentation method by
collecting Annual Reports and Sustainability
Reports of companies listed in the Jakarta
Islamic Index (JII) during the research period.
Carbon emissions disclosures are identified
based on the information presented in both
reports. If the Sustainability Report is not
available separately on the company's official
website, the data search is carried out in stages
through several sources: 1) annual reports that
often contain sustainability information and
carbon emission disclosures; 2) Integrated
Report if the company does not issue a
Sustainability Report separately; 3) report
archives on the Indonesia Stock Exchange
(IDX) website or other official sources that
provide the Company's reports. If, after all
stages of the search, information on carbon
emissions disclosure is still not found, or the
necessary data is not fully available to meet the
research needs, the company is excluded from
the sample.
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Table 2. Research sample selection based on
purposive sampling technique

Description Number
Companies registered with the JII 78
during 2017-2025

Companies consistently registered 10

with the JII during 2017-2025

Annual reports published during the
2017-2025/ data availability

Total sample companies 9
Observation periods 9
Number of observations 81

DescriptiveStatistics

Figure 2 summarizes the research data
using descriptive  statistics.  Sustainability
focuses more heavily on the economic
dimension. Companies tend to place greater
emphasis on the economic dimension in their
sustainability practices (average score of 71.91)
compared to the environmental dimension
(average score of 66.39). This indicates that
economic performance remains a top priority
within the corporate sustainability framework
of companies in the JII.

Other data demonstrate inequality in
carbon accounting disclosure. This is evident
from the wide variation in carbon accounting
disclosure practices between companies (a
minimum of 25.00 and a maximum of 95.00)
and the relatively large standard deviation
(19.59), indicating that transparency regarding
carbon emissions is not uniform across the

corporate sustainability than energy sector
companies, both overall and in economic,

social, and environmental dimensions.
Nonetheless, the differences between sectors
are relatively small, indicating that all

companies in the sample have implemented
sustainability practices. In addition, the
economic dimension is the strongest aspect. In
contrast, the environmental dimension remains
a major challenge, especially for energy sector
companies, which face greater environmental
pressure due to their operational characteristics.

Classical Assumption Test

To ensure the regression model testing is
free from bias, classical assumption tests are
performed, including normality,
multicollinearity, heteroscedasticity, and
autocorrelation. Table 3 shows the results of the
classical assumption tests for four regression
models. Data are considered normally
distributed if the Kolmogorov-Smirnov test is
above 0.05. If the variance inflation factor
(VIF) is less than 10, the model is free from
multicollinearity. If the Glejser test is above
0.05, the model is free from heteroscedasticity.
If the Breusch-Godfrey test is above 0.05, the
model is free from autocorrelation. Based on
these results, each regression model meets the
classical assumption tests.

Result of Regression Analysis
Table 4 summarizes the results of the

sample. regression  analysis of the  corporate
Figure 3 shows that non-energy sustainability (CS) testing model using the
companies consistently have a higher level of economic (CSDE), social (CSDS), and
100
L] L] L ] L]
90 - 92 93 94 e 90 95
80 | T
70 69.72 71.91 T0:.77
66.39
60 - 61.19
£ 61 57
8 50 | 57
& 0 53
3 45 o 45
W 40 43
30 | l
25 e 25 25 25
20 25
10
Corporate CS Economic CS Social CS Environmental Carbon Accounting
sustainability (CS) Dimension Dimension Dimension
L] *  Outlier

95 Maximum
Q3 (75th Percentile)

Q1 (25th Percentile)
25 Minimum

|
|
Median (50th Percentile) |
|

Figure 2. Descriptive statistics (boxplot)
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[@ Social Dimension

31.3%

34.1%

Non-energy sector

[] Environmental Dimension

Figure 3. Corporate sustainability in energy sector and non-energy sector

100%
90%
31.4%
80%
— 10%
N
:'; 60%
& 0
£ 50% 33.8%
S
5 40%
[
30%
20%
10%
0%
Energy sector
M Economic Dimension
environmental (CSDL) dimensions. A

regression coefficient under 0.05 indicates the
influence of an independent variable on a
dependent variable, and vice versa. The results
show that carbon accounting contributes to

improving  corporate  sustainability = in
economic, social, and environmental
dimensions,  reflecting  the  company's

commitment to transparency and environmental
impact management. Firm Size (UP) shows
only a limited positive influence on overall
corporate  sustainability and on  the
environmental dimension. At the same time,
leverage (Lev) and company sector (SP) do not
affect corporate sustainability.

All regression models demonstrated a
strong goodness of fit, as measured by the R?
and F statistic. The test results for corporate
sustainability and its three dimensions were

relatively similar. This demonstrates the
model's robustness.

The findings indicate that carbon
accounting  positively  impacts  corporate
sustainability across its economic, social, and
environmental dimensions. This indicates a
high level of carbon accounting disclosure,
consistent with a strong corporate sustainability
index. This finding aligns with previous studies
that suggest carbon accounting practices are a
crucial element in linking carbon management
with corporate decarbonization efforts (Johnson
et al., 2024; Liu et al., 2026; Ming et al., 2026).
This disclosure also helps build legitimacy and
manage climate risks that could threaten
financial stability (Migliorelli, 2023). Another
finding states that a company can maintain and
enhance its social and environmental

legitimacy by acting in accordance with

Table 3. Classical assumption test results

Indicator Standard Result Conclusion
Kolmogorov-Smirnov Sig. > 0.05 0.20 Data is normally distributed
AK=1.03
UP =145 A T
VIF <10 LEV = 1 44 No indication of multicollinearity
SP=1.31
AK =0.50
; : UP =0.50 oo .
Glejser Sig. > 0.05 LEV = 0.50 No indication of heteroscedasticity
SP =0.50
Breusch-Godfrey Sig. > 0.05 0.74 No indication of autocorrelation
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Table 4. Regression analysis results (dependent variable: corporate sustainability)

Model 1 Model 2 Model 3 Model 4
Variables (CS) (CSDE) (CSDS) (CSDL)
Coeff  Sig. Coeff  Sig. Coeff  Sig. Coeff  Sig.
Constant 0.15 0.69 0.47 0.22 -0.14 0.88 0.20 0.68
Carbon Accounting 0.48 0.00 0.40 0.00 0.55 0.00 0.49 0.00
Firm Size 0.34 0.04 0.23 0.17 0.40 0.20 0.42 0.05
Leverage 0.02 0.98 0.30 0.60 -0.50 0.63 0.11 0.88
Company Sector -0.09 0.74 0.09 0.74 -0.21 0.69 -0.12 0.73
R? 69.1% 60.0% 45.3% 58.8%
Adj. R? 67.5% 57.9% 42.4% 56.7%
F Stat 4.5 0.00 28.5 0.00 15.7 0.00 27.1 0.00

Sustainable Development Goal 7 (ensuring
affordable, reliable, sustainable, and modern
energy access for all). Empirically, carbon
accounting and governance policies can help
companies achieve Sustainable Development
Goal 7 (Rahman et al., 2025). Another study
concludes that carbon emissions trading can be
an effective market instrument to improve ESG
performance and can serve as a basis for
strengthening carbon trading policies, carbon
financing, and transparency in ESG disclosure
(Lin et al., 2025). From the perspective of
Sharia enterprise theory, carbon accounting is
viewed as a form of ecological trust in God,
nature, and humanity, obligating humans to
preserve the environment (Saadah et al., 2023;
Syauqi et al., 2025). Most previous studies
have reported that carbon accounting
contributes positively to company
sustainability. Therefore, this study strengthens
the empirical evidence in the context of the
Sharia Capital Market, thereby expanding the
generalizability of the findings across different
samples and research periods.

Another finding is that firm size has only
a limited positive influence on overall
corporate  sustainability and on  the
environmental dimension. These findings
indicate that larger companies have greater
resource capacity, technology, and funding to
manage environmental issues such as energy
efficiency, emissions control, and waste
management, thereby improving aggregate
sustainability performance. However, firm size
does not automatically improve sustainability

performance in  economic and  social
dimensions, as both dimensions are more
influenced by managerial commitment,

governance, and sustainability strategies. From
the perspective of SET, the resources a
company owns are a mandate that increases the
company's responsibility to God, humans, and
nature. This mandate will be realized in
sustainability only if the resources owned are
implemented through benefit-oriented policies
and practices, so firm size alone is not enough

to ensure sustainability across all dimensions.

Leverage has no significant effect on
corporate sustainability or economic, social,
and environmental dimensions. These findings
indicate that the level of corporate debt does
not determine the implementation of
sustainability practices. Companies with high
or low leverage can still run sustainability
programs aligned with their strategy,
governance, and management commitments.
The decision to disclose sustainability
information and implement economic, social,
and environmentally oriented practices is not
solely influenced by the company's funding
structure. These findings align with previous
research reaching the same conclusion (Putri &
Nugroho, 2023). Previous research findings
suggest that leverage has a negative impact on
sustainability (Bisma et al., 2023) or a positive
impact (Sitorus et al., 2024). From an SET
perspective, sustainability is a form of
accountability to God and responsibility to
humans and nature, so its implementation
should be based on trust and benefits, not on
the amount of debt. Therefore, a company's
ability to realize sustainability is more
determined by its ethical commitment and good
governance than by the level of leverage.

The corporate sector has no significant
effect on corporate sustainability or economic,
social, and environmental dimensions. These
findings indicate that differences in sector
characteristics, in both energy and non-energy
sector companies, are not a determining factor
in achieving corporate sustainability. This
shows that the implementation of sustainability
practices is more influenced by management
commitments, corporate governance, and the
integration of sustainability principles into
business  strategies than by  industry
characteristics. From the SET perspective,
every company, regardless of its business
sector, has the same mandate to account to God
for the management of resources and to fulfill
its responsibilities to humans and nature.
Therefore, sustainability 1is a universal
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obligation inherent in every business entity; its
achievement is not determined by sector, but by
the extent to which the company implements
the values of trust, fairness, and benefit in its
operational activities.

m  CONCLUSION

This study concludes that
accounting  positively  affects  corporate
sustainability across economic, social, and
environmental dimensions, showing that
increased carbon accounting disclosure can
encourage overall corporate sustainability. Firm
size has only a limited positive influence on
overall corporate sustainability and the
environmental dimension. In contrast, leverage
and company sector do not affect corporate
sustainability or its three dimensions. These
findings indicate that sustainability practices
are driven more by a company's commitment to
managing and disclosing carbon-related
information than by company characteristics
such as size, funding structure (leverage), and
industry sector. From the perspective of SET,
these  results  affirm  that  corporate
accountability to God, humans, and nature is
realized through the implementation of carbon
accounting practices that support sustainability.

This study has several limitations that
should be considered when interpreting the
results. First, the sample coverage is limited to
companies that are members of the Jakarta
Islamic Index (JII), so generalizing the findings
to companies with characteristics outside the
index requires caution. Second, this study
examines only the direct influence of carbon
accounting on company sustainability, without
considering the mechanisms or conditions that
may affect the relationship. Therefore, further
research is recommended to expand the sample,
extend the observation period, and integrate
mediation or moderation variables, such as
corporate governance, green innovation, or
stakeholder pressure, to develop a more

carbon

comprehensive  understanding of  carbon
accounting's role in driving corporate
sustainability.

s AITOOLS DECLARATION

This research used NotebookLM to
synthesize several articles into a mind map and
compile a conceptual framework.
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