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Abstract. Researchers structured this study to obtain empirical evidence about how the effect of tax
accounting (TAC), green accounting (GAC), and carbon accounting (CAC) on environmental, social,
and governance (ESG) performance moderated by green intellectual capital (GIC). The financing of
ESG activities according to tax accounting, green accounting, and carbon accounting. This study uses
primary data obtained from respondents to questionnaire answers representing public companies
(listed on the Indonesia Stock Exchange (IDX)). The researcher sent questionnaires via company
email or email to officials/employees who meet the requirements as respondents. GIC does not
strengthen the TAC effect on ESG and CAC effect on ESG, and GIC strengthens the GAC effect on
ESG.

Keywords. ESG, Tax Accounting, Green Accounting, Carbon Accounting, Green Intellectual
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1. Introduction

Law and regulations (investment law, limited liability company law, regulation on
corporate social responsibility (CSR), POJK-51) had regulated the implementation of ESG in
Indonesia. ESG is often associated with cost. Companies that grow and develop need to maintain
relationships with stakeholders, including nature, environment, and society, balance and avoid
environmental damage, and build good relationships with communities, usually known as ESG
(environmental, social, and governance). The company applies ESG principles through rules and
policies involving environmental, social, and governance responsibility.

In responding to future challenges, accounting has a role in contributing to governance and
transformation towards a sustainable social and economic environment [1]. Social responsibility
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activities are known as donations or social activities. Accounting information was criticized for
misleading decision-making parties and not showing the conduct of business operations related to
social and environmental issues [2]. Disclosure of ESG implementation for stakeholders is
necessary as a form of corporate responsibility. Many companies want to invest in intangible assets,
not only in fixed assets or tangible assets [3]. Brand, goodwill, the competence of workers,
technology, and relationship with shareholders are assets that companies must have to increase
their performance. Investing in intangible assets is one of the factors for companies to win the
market [4].

There are still many companies that have not implemented ESG because they regard ESG
as a cost center. The ESG program does not provide financial results in the short term. However,
the company will enjoy these results in the future. The company will gain the public's trust. The
implementation of ESG is closely related to the issue of providing ESG funds, especially
concerning tax treatment that regulates ESG. From the point of view of income tax, companies will
usually choose a strategy so that all costs incurred for ESG activities can be charged as expenses
or become a deduction from gross income. Meanwhile, from the point of view of value-added tax
(VAT), companies usually choose a strategy so that the goods or services provided to ESG
recipients (the public) are not subject to VAT. If it still has to be taxed, the company will try to
keep the amount of minimum tax.

Previous research describes the practice of tax avoidance by using ESG practices, [5]
explaining that the interest of stakeholders and shareholders will meet through tax avoidance. While
[6] describe a complex relationship, namely that ESG activities and corporate tax avoidance can
replace each other. The practice of tax avoidance will reduce the company's cash amount and can
then be used to finance the company's ESG activities. The results of other studies show that there
IS no effect between tax avoidance practices and company ESG activities. The company prioritizes
the ethical aspects of doing business. The implementation of ESG is closely related to the
realization of the company’s sustainability in the future [7]. Implementation of ESG will become a
topic of discussion in this research.

Previous research [1] explained that accounting contributed to addressing governance
challenges to facilitate the transition to a green environment and promote a sustainable society and
economy. We must develop future research to explore the role of accounting in sustainable
governance. Furthermore, a company's financial performance is negatively related to carbon
emissions, meaning that an increase in the company's carbon emissions will reduce the company's
financial performance [8]. Previous research explained that climate change is influenced by 4 (four)
factors, namely: systemic and social, climate change transition, climate vulnerability, and future
carbon accounting methods [9].

This research is comprehensive and adds other independent variables that can support
environmental, social, and governance performance, namely tax accounting (TAC) following
applicable tax provisions in Indonesia, green accounting (GAC), and carbon accounting (CAC)
under the results of the KPMG study [10]. This study adds a moderating variable, namely Green
Intellectual Capital (GIC), explaining the intangible assets owned by the company, including
innovation, experience, ability, knowledge, and wisdom in the field of community and
environmental protection. By the model, the companies can comply with environmental
regulations, fulfill environmental responsibilities, increase awareness, and create added value [3].
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The researcher raised this issue because there are complex problems related to accounting
treatment. The accounting information received and used by the parties for decision-making that
not reflect the actual situation. In addition to causing tax avoidance practices and reducing state
revenues, the costs for ESG activities are in the calculation of the selling price of products or
services ultimately borne by the consumer community. Thus, consumers become the party that
must bear the cost of ESG, not the company.

Based on the explanation above, composing of this study is aimed to obtain empirical
evidence and find out how the effect of tax accounting (TAC), green accounting (GAC), and carbon
accounting (CAC) on the performance of the environmental, social, and governance (ESG) that
moderated by green intellectual capital (GIC). This study will use a sample of public companies
through a survey method by sending a questionnaire via email.

2. Literature Review

Institutional theory, legitimacy theory, and stakeholder theory are the grand theory in this
study. The institutional theory explains that environmental pressures will lead organizations to
institutionalization. That will be adopted and accepted as an organizational way of thinking.
Legitimacy theory explains that every company activity must pay attention to the values, norms,
and provisions of society, and must be well received by all parties, both internal and external parties
[11] [12]. Previous research explained that companies increase their legitimacy by adopting
strategies that involve the environment and society [13]. Stakeholder theory explains that the
company does not only pursue its interests, the company operates to provide benefits to all
stakeholders [14]. Freeman introduced the concept of stakeholders and explained the behavior of
companies in social performance [15] [16].

Many managers actions designed their accounting treatment to minimize taxable income
through aggressive tax avoidance activities [17][18]. Tax aggressiveness is an activity to minimum
taxable income through tax planning activities that can lead to tax evasion [19]. The public
considers companies that carry out tax aggressiveness classified as irresponsible companies and
unethical companies [17] [18]. The concept of social and environmental responsibility is one of the
determining factors in supporting the success and survival of a company.

In this study, social and environmental responsibility will focus on ESG performance that
supports the sustainability strategy. All businesses must be aware of the long-term interest of
sustainability and contributing to the local community, also influencing the development of the
surrounding community. 1ISO 26000 contains 7 (seven) aspects in the main issues of community
involvement and development as indicators in this research, namely: community involvement in
company activities; company programs in education and culture; the company's role in job creation
and skills development; assisting communities in accessing and developing technology; the
company's role in promoting prosperity and income generation; support public health and make
social investments that build society [20].

Some literature and previous research explained the perspectives on green accounting.
Green accounting is part of environmental accounting or also referred to as part of social-
environmental accounting [21] [22] [23]. Then, another perspective states that green accounting is
the same as sustainable accounting that integrates 3 (three) accounting sciences, namely: financial,
social, and environmental, to produce accounting information for the parties in decision making

373


https://techniumscience.com/index.php/socialsciences/index
https://techniumscience.com/index.php/socialsciences/index

= \ Technium Social Sciences Journal
Vol. 31, 371-387, May, 2022

\_ | SSN: 2668-7798
\."_“ SOCIAL SCIENCES JOURNAL www.techniumscience.com

[24][25][26] [27]. Furthermore, green accounting is the process of identifying, measuring,
recording, summarizing, reporting, and disclosing information regarding financial, social, and
environmental-related transactions. Green accounting and other accounting processes roled to
integrated to provide relevant accounting information for all parties in decision-making [2].

At the beginning of the accounting period, the company will calculate the potential for
carbon sequestration. The potential carbon generated by a company will be calculated at the end of
each accounting period. The mechanism of measurement, recognition, recording, and presentation
related to carbon is carbon accounting[10]. The treatment of carbon accounting is related to the
carbon sequestration capacity presented at the end of the period. Thus, there are two possibilities
for recording, namely in a surplus or deficit condition of potential carbon sequestration [28].

Many companies have tried to invest not only in fixed assets or tangible assets but also in
intangible assets [3]. Brand, goodwill, the competence of workers, technology, and relationship
with shareholders are aspects that drive a lot of money. Investing in intangible assets is one of the
factors for companies to win the market [4]. Investing in knowledge management will increase the
intellectual capital of the company. Examples of intellectual capital are knowledge of technology,
knowledge of labor management, and knowledge of the environment. Knowledge of environment
management is known as green intellectual capital. The government has made regulations for
companies to manage and improve the environment. Governments also have a responsibility to
create awareness. It should be mandatory, but some companies still don't follow the rules and don't
make reports to disclose such actions.

The research framework as presented in the figure below describes the effect of the
independent variables (tax accounting (TAC), green accounting (GAC), and carbon accounting
(CAC)) on the dependent variable (environmental, social, and governance performance (ESG)),
with green intellectual capital (GIC) as a moderating variable.
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Figure 1. Research Framework

3. Research Hypothesis

Previous research on the relationship between ESG activity and taxes gave different results,
among others showed a positive relationship between tax payments and ESG (CSR). The higher
the ESG activity of a company, the lower the level of tax aggressiveness carried out by the company
[17]. Based on this explanation, companies that carry out ESG obligations must reflect compliance
in carrying out tax obligations following applicable tax provisions. If the company carries out tax
avoidance practices, it will result in losses for the community, and the company is considered
socially irresponsible and unethical. Previous research [29] [30] supports the statement of Lanis
and Richardson [17]. Thus, the researchers developed a research hypothesis with the following
formulation.

H1: Tax accounting (TAC) has a positive effect on environmental, social, and governance
(ESG) performance.

Green accounting gives benefits for external parties in the assessment and decision-making
process, both economic and non-economic decisions. Green accounting helps managers and
employees in decision-making in operational activities to encourage companies that have good
performance, have added value, and have an awareness of social and environmental responsibility
[2]. Stakeholders use green accounting to fully understand accounting information, such as
management quality in business management, social and environmental responsibility, and
company activities in the long term to encourage sustainable business growth and corporate profits.
Previous studies found that the relationship between green accounting has a positive effect on
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business sustainability [31] [32]. Thus, the researchers developed a research hypothesis as
formulated below.
H2: Green accounting (GAC) has a positive effect on ESG performance.

Climate change can pose risks and potentially reduce investment portfolios. Disclosure of
carbon emissions has dire consequences for the increased cost of capital arising from providing
information. Competitors can benefit from the company's disclosure of greenhouse gases (GHG)
by pursuing marketing strategies that are nuanced back to nature [33]. Carbon accounting has been
presented as the responsibility of the company for environmental damage due to the side effects of
the activities carried out by the company, which can cause global warming or greenhouse gases
[34]. Companies will calculate the potential for carbon sequestration at the beginning of the
accounting period. Furthermore, the company will know the amount of potential carbon generated
at the end of the period. The mechanism for measuring, acknowledging, recording, and presenting
carbon is called Carbon Accounting [10]. Thus, the researchers developed a research hypothesis
with the following formulation.

H3: Carbon accounting (CAC) has a positive effect on ESG performance.

Every company should knows that carrying out social responsibility and having
environmental awareness will bring many benefits to the company because it can strengthen the
company's green intellectual capital. Companies that invest in green intellectual capital by having
environmental awareness and carrying out social responsibility will be a good investment for
companies in intangible assets [35]. Previous research explained that organizational reputation and
green intellectual capital (GIC) have a positive and significant influence on the company's
environmental performance [36]. If the company considers and protects the interests of
shareholders and other stakeholders, considers environmental concerns, and manages its
intellectual capital efficiently, then the company will gain a competitive advantage over its
competitors and will ultimately result in higher profitability and higher financial growth [37].
Meanwhile, previous research found empirical data green intellectual capital has a positive effect
on financial performance, and green intellectual capital has a better influence on market value than
financial performance [38]. Furthermore, other studies found empirical evidence that tax avoidance
has a negative effect and is significant on firm value [39]. Previous research explained that
intellectual capital helps in mobilizing employees to achieve company goals [40] [41] because it
can combine all knowledge in effective environmental management [41]. Green intellectual capital
supports the company's sustainability through knowledge sharing related to technology,
regulations, initiatives, and best practices. Green intellectual capital is a company's wealth in the
form of intangible assets, such as a collection of knowledge, capabilities, environmental protection,
and green innovation at the individual and organizational levels within the company [3]. In this
research, green intellectual capital consists of 3 (three) components, namely green structural
capital, green relational capital, and green human capital [35] [36] [38]. Thus, the research
formulates the hypothesis below.

H4: Green intellectual capital (GIC) strengthens the effect of tax accounting (TAC) on ESG
performance.
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H5: Green intellectual capital (GIC) strengthens the effect of green accounting (TAC) on
ESG performance.

H6: Green intellectual capital (GIC) strengthens the effect of carbon accounting (CAC) on
ESG performance.

4. Research Methods

Research Design

The research method for processing and analyzing data or information in this research is
the descriptive quantitative and causal method, which is one type of research that aims to explain
the facts and characteristics of the research population. The descriptive quantitative method can
explain the role of the research variables. How of TAC, GAC, and CAC affect ESG performance,
and how of the moderating variable (GIC) on the effect of TAC, GAC, and CAC on ESG
performance. Researchers used data collection techniques through observation and distributing
questionnaires to respondents via email. Public companies (listed on the Indonesia Stock
Exchange) are the unit of analysis used in this study. Analysis of this research using a multiple
regression model to predict the effect of independent variables (TAC, GAC, and CAC) on the
dependent variable (ESG performance) moderated by GIC.

Definition and Measurement of Operational Variables

Dependent Variable (ESG Performance)

The dependent variable is ESG Performance (performance of environmental, social, and
governance) measured with ISO 26000 standard (international guideline on social and
environmental responsibility) [20]. Based on the concept of ISO 26000, the implementation of ESG
must integrate with all organizational activities covering 7 (seven) main issues, namely:
organizational governance, human rights, labor practices, environment, fair operating practices,
consumer issues, community involvement, and development.

Independent Variable (TAC, GAC, and CAC)

The independent variables in this study consisted of 3 (three) variables:

a. Tax Accounting (TAC)

Researchers use the indicators below to measure tax  accounting
[43][43][44]1[45]1[46][47]1[48][49].

* Gross income deduction (deductible expense);

* Deductible expense with requirements;

* Allocation of retained earnings or excluding gross income deduction (non deductible
expense);

* Tax credit with conditions (tax credit); and

» Emissions tax (carbon tax).

b. Green Accounting (GAC)

Researchers use the indicators below to measure green accounting treatment according to
the elements in the Green Accounting Report or Green Financial Report [2].

» Environmental Assets;

« Investment on Social and Environmental;

* Contingent Social and Environmental Obligations;
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« Social Responsibility Donations; and

* Social and Environmental Costs.

C. Carbon Accounting (CAC)

Researchers use the indicators below to measure carbon accounting treatment [10].

* Estimation of Carbon Sequestration Potential;

* Estimation of Producer Potential of Carbon Issuers;

* Income on the Surplus Potential of Carbon Sequestration; and

* Burden of the Carbon Sequestration Potential Deficit.

The moderating variable used in this study is "Green Intellectual Capital™ or GIC for short.
Researchers use the indicators below to measure GIC [3].

a. Green Relational Capital (GRC);

b. Green Structural Capital (GSC); and

C. Green Human Capital (GHC).

Method of Collecting Data
Researchers used the purposive sampling method in this study, namely the selection of
samples using criteria as follows:

a. Public companies during the implementation of the questionnaire to respondents as
company representatives;

b. Respondents who filled out the questionnaire were finance director/finance
manager/tax manager/1 (one) senior employee in finance/tax division;

C. Respondents have filled in the required information and have answered all the
questions listed in the questionnaire;

d. Respondents have returned the questionnaire; and

e. Complete data available in accordance with the variables studied.

This research uses primary data sourced from questionnaire answers from respondents who
represent public companies. Researchers send questionnaires via company email or email to
officials employees who meet the requirements as respondents. Questionnaire questions submitted
to respondents must be clear and easily understood by the respondents. Respondents will send
answers to the questionnaire by respondent to the researcher's email. The questionnaire method in
this study used a closed question method, and the indicators for each variable are explained in the
questions questionnaire so the researcher will get the primary data. The research data will be
analyzed using relevant statistical tests to test the hypothesis. While the technique of measuring the
answers to the questionnaire used a Likert scale technique (scale 1 to 7).

Data Analysis Method

Researchers used the Partial Least Square (PLS) method in analyzing research data. PLS
method is a more precise Structural Equation Modeling (SEM) solution than other SEM techniques.
The PLS method is a simple research data analysis because it is not affected by the normality of
the data and the problem of multicollinearity between independent variables [50]. PLS can explain
the relationship between latent variables (prediction) and confirm the theory.

Analysis of the data used the multiple linear regression analysis methods with the help of
SMART PLS software to determine the dependence of a dependent variable on one or more
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independent variables. The analysis can also predict the direction of the relationship and measure
the degree of the relationship between variables. The equation model in this study explains the
influence between variables with the formula below.

ESG = po+ PiTAC + p2GAC + f3CAC + psTAC*GIC + psGAC*GIC +
BsCAC*GIC + ¢

Description:

ESG = Environmental, social and governance performance;

TAC = Tax accounting;

GAC = Green accounting;

CAC = Carbon accounting;

GIC = Green intellectual capital,

* = Moderation effect;

e = Error.

5. Research Result & Discussions

Description of Data

Data collection techniques to obtain research data from answers to questionnaires from the
finance director/financial manager/tax manager/financial supervisor/tax
supervisor/employee/senior finance or senior tax. The questionnaire was submitted through
electronic media using a google form to make it easier to fill out, collect, and return the
questionnaire. The number of answers to the questionnaire received by the researcher through the
google form media was 160 questionnaires.

Table 1. Respondent Profile

Respondent | 2oage | Respondent | %oage
Gender ‘Work Experience
Male 110 68.8% 5-10 years 37 23.1%
Female 50 31.2% 11-15 years 40 25.0%
Age 16-20 years 42 26.3%
30-35 years 20 12.5% =20 years 41 25.6%
36-40 years 17 10.6% Current Education
41-45 years 43 26.9% Bachelor Degree 53 33.1%
> 45 years 80 50.0% Master Degree 97 60.6%
Business Domicile Doctoral Degree 10 6.3%
Java 136 85.0% Omzet
Outside Java 44 15.0% Less 10 Trillion 59 28.3%
Job Title 10to 50T 82 42.1%
Above 50
Director of Finance 21 5.0% Trillion 19 29.6%
Finance/Tax Manager 55 56.3% Company Business Sector
Finance/Tax Supervisor 37 25.6% Finance 28 17.5%
Senior Employee 37 13.1% Miming 24 15.0%
Infrastructure 19 11.9%
Basic & 18 11.3%
Chemical
Industry
Agpriculture 17 10.6%
Consumer Goods 15 9. 4%
Industry
Other 39 24 3%

Source: questionnaires processed by researchers
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Table 1 explains that the respondents in this study were 110 male respondents (68.8%) and
50 female respondents (31.2%). The majority of respondents are: above 45 years, 80 respondents
(50%); 41-45 years, 43 respondents (26.9%); and 36-40 years were 17 respondents (10.6%). The
company domicile is dominated in Java by 85% and outside Java by 15%. Respondents in this
study mostly came from financial managers/tax managers by 56.3%. For the most tenure between
16-20 years, 42 respondents (26.3%). The last education of respondents more from master's
education (60.6%). The domination of respondents came from companies with total sales of 10-50
trillion Rupiah, namely 82 companies (42.1%). The business fields of respondent companies come
from the banking sector, namely 28 companies (17.5%). Thus, the respondent profile has the
following general characteristics: the dominants of respondents in this study were men over 45
years old, the majority of respondents work in companies domiciled on the island of Java, most of
the respondents have a working period of 16-20 years, and most of the respondents' last education
was a master's degree.

Table 2. Descriptive Statistics

Description ESG | TAC | GAC | CAC | GIC
Mean 6.647 | 6.482 | 6.370 | 4.464 | 6.520
Median 7.000 | 7.000 | 7.000 | 4.000 | 7.000
Standard 0.670 | 1.051 | 1.074 | 1.250 | 0.927
Deviation
Minimum 3.000 | 1.000 | 1.000 | 1.000 | 2.000
Maximum 7.000 | 7.000 | 7.000 | 7.000 | 7.000

Source: Output SmartPLS 3.2.9

Table 2 above explains that the descriptive data of the ESG variable has a minimum value
(3), maximum value (7), mean (6.65), and standard deviation (0.67). The ESG variable has data
with a small standard error because the mean value of the ESG variable is greater than the standard
deviation (mean value as a representation of the research data). Furthermore, the data from the TAC
variable has a minimum value (1), maximum value (7), mean (6.48), and standard deviation (1.05).
The TAC variable has good data because it has a small standard error (the mean value of the TAC
variable is greater than the standard deviation). The GAC variable has data with minimum value
(1), maximum value (7), mean (6.37), and standard deviation (1.07). The GAC variable has data
with a small error because the mean value of the GAC variable is greater than the standard
deviation. The CAC variable has data with minimum value (1), maximum value (7), mean (4.46),
and standard deviation (1.25). From the results of the descriptive data, the data from the CAC
variable has a small standard error because the mean value is greater than the standard deviation.
Furthermore, the GIC variable has a minimum value (2), maximum value (7), mean (6.52), and
standard deviation (0.93). Thus, the GIC variable has a small standard error because the mean value
is greater than the standard deviation.

Analysis of Research Results

A validity test is a tool to analyze good indicators in measuring each variable. a high factor
loading value indicates an indicator can explain the measurement of a variable. All questions show
the value of outer loadings more than 0.7 except for questions TAC5 and TAC6. An indicator
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fulfills the convergent validity test if the value of outer loadings is more than 0.50 (sample data
exceeds 100) [51]. Thus, the researcher deleted the TACS5 and TAC6 questions because the outer
loading value was less than 0.50. Furthermore, after TAC 5 and TAC 6 were removed from the list
of questions, this study finally contained 48 questions and all indicators were declared to meet
convergent validity, namely the value of outer loadings had a value of more than 0.50.

Table 3. Construct Reliability and Validity

Variable | Cronbach’s | Rho_A | Composite Average

Alpha Reliability Variance

Extrated
(AVE)
ESG 0.960 0.963 0.964 0.631
TAC 0.935 0.941 0.947 0.691
GAC 0.966 0.975 0.971 0.775
CAC 0.985 1.026 0.986 0.900
GIC 0.978 0.978 0.982 0.900

Source: Output SmartPLS 3.2.9

Table 3 explained that the AVE values for ESG, TAC, GAC, CAC, and GIC are 0.631,
0.691, 0.775, 0.900, and 0.900. All constructs (variables) have discriminant validity values of more
than 0.50. Thus, all variables in this study have fulfilled the criteria of discriminant validity and
reliability [51]. Table 3 also presents the composite reliability values for the variables ESG, TAC,
GAC, CAC, and GIC of 0.964, 0.947, 0.971, 0.986, and 0.982. All variables are declared reliable
because of the composite reliability value of more than 0.70 [51]. Furthermore, table 3 also presents
Cronbach's alpha values for the variables ESG, TAC, GAC, CAC, and GIC of 0.960, 0.935, 0.966,
0.985, and 0.978. These data explain that all variables are reliable because the value of Cronbach's
alpha is more than 0.60 [51].

Based on the result of output SmartPLS 3.2.9 shows that the coefficient of determination
(R2) is 78.9% and R2 Adjusted is 77.9%, meaning that the influence of the independent variables
(TAC, GAC, and CAC) and the moderating variable (GIC) in explaining the dependent variable
(ESG) is equal to 78.9% or 21.1% influenced by other variables outside this study.

Table 4. Hypothesis Test — GIC as Mediator

Variabel Original | Sample | Standard | T-Statistic P- Remarks
Sample | Mean | Deviation Values
(O) (M) | (STDEV)
TAC—* ESG 0.298 0.293 0.123 2.416 0.016 | Accepted
GAC— ESG 0.284 0.287 0.124 2.286 0.023 | Accepted
CAC—* ESG -0.028 | -0.026 0.049 0.573 0.567 Rejected
TAC—> —IC| -0.143 | -0.125 0.136 1.054 0.292 Rejected
ESGi:
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GAC —»GIC | 0.264 0.239 0.123 2.142 0.033 Accepted

ESG

CAC —IC 0.008 0.020 0.083 0.101 0.919 Rejected

ESG

Source: Output SmartPLS 3.2.9

a. Effect of Tax Accounting (TAC) on Economic, Social, & Governance (ESG)

Based on the data in table 4, the effect of TAC on ESG shows a t-statistic of 2.416, with a
probability value of 0.016 (P-value <0.05). Thus, the first hypothesis (H1) is accepted. This study
proves that TAC has a significant positive effect on ESG.

b. Effect of Green Accounting (GAC) on Economic, Social, & Governance (ESG)

Based on the data in table 4, the effect of GAC on ESG shows a t-statistic of 2.286, with a
probability value of 0.023 (P-value<0.05). The second hypothesis (H2) is accepted. This study
proves that GAC had a significant positive effect on ESG.

C. Effect of Carbon Accounting (CAC) on Economic, Social, & Governance (ESG)

Based on the data in table 4, the effect of CAC on ESG shows a t-statistic of 0.573, with a
probability value of 0.567 (P-value>0.05), or the significance level is greater than 5%. The third
hypothesis (H3) is rejected (HO accepted).

d. Effect of Tax Accounting (TAC) on Economic, Social, & Governance (ESG)
moderated by Green Intellectual Capital (GIC)

Table 4 explained that GIC as moderating variable shows a t-statistic of 1.054 and a P-value
is 0.292 (P-value>0.05). Thus, the fourth hypothesis (H4) is rejected (HO accepted). This study
failed to prove that GIC strengthens the effect of TAC on ESG or GIC is not a mediator variable
between TAC and ESG.

e. Effect of Green Accounting (GAC) on Economic, Social, & Governance (ESG)
moderated by Green Intellectual Capital (GIC)

Table 4 shows that GIC has a t-statistic of 2.142 and a P-value is 0.033 (P-value<0.05).
Thus, the fifth hypothesis (H5) is accepted (HO rejected). This study can prove that GIC strengthens
the effect of GAC on ESG or GIC is a mediator variable between GAC and ESG.

f. Effect of Carbon Accounting (CAC) on Economic, Social, & Governance (ESG)
moderated by Green Intellectual Capital (GIC)

Table 4 shows that GIC variable has a t-statistic of 0.101 and P-value is 0.919 (P-
value>0.05). Thus, the sixth hypothesis (H6) is rejected (HO accepted). This study failed to prove
that GIC strengthens the effect of CAC on ESG or GIC is not a mediator variable between CAC
and ESG.

Discussion
Effect of Tax Accounting (TAC) on Economic, Social, & Governance (ESG)
Based on a test of the hypothesis found that TAC had a significant positive effect on ESG.
This result proves that good tax accounting will improve ESG performance. It explains that the
implementation of tax obligations will support ESG performance. The higher the level of
implementation of ESG activities will support sustainability. The results of this study follow the
previous studies [17] [18]. Tax obligations have a positive effect on CSR activities. Companies that
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carry out ESG obligations should also pay taxes according to the applicable tax provisions. If the
company carries out tax avoidance practices, it will result in losses for the community and is
considered a socially irresponsible activity. This study is also in accordance with previous studies
[29] [30].

Effect of Green Accounting (GAC) on Economic, Social, & Governance (ESG)

The results of hypothesis testing explain that GAC has a significant positive effect on ESG.
The findings show that GAC will improve ESG performance and support previous research. Green
accounting will provide information for external parties in decision-making and encourage
companies to increase value and performance. Green accounting can support increased
management awareness and related parties' concern for social and environmental responsibility [2].
Thus, green accounting will affect sustainable business [31] [32]. Stakeholders utilize green
accounting information to determine the quality of management in managing that supports ESG
for sustainable business growth and achieving long-term corporate profits.

Effect of Carbon Accounting (GAC) on Economic, Social, & Governance (ESG)

The results of hypothesis testing explain that CAC does not affect ESG. These results prove
that companies in Indonesia that carry out carbon measurement, recognition, recording, and
handling mechanisms do not affect the company's ESG performance. This finding contradicts
previous research [10] [33] [52] because most companies in Indonesia have not implemented
carbon accounting, have no obligation to disclose carbon emission production, and have no
imposition of sanctions or taxes on carbon emissions. Thus, CAC does not affect ESG performance.

Effect of Tax Accounting (TAC) on Economic, Social, & Governance (ESG) moderated
by Green Intellectual Capital (GIC)

The results showed that GIC did not strengthen the effect of TAC on ESG or that GIC was
not a mediator variable between TAC and ESG. The result of this research is different from
previous studies (intellectual capital has a positive effect on the company's financial performance,
including taxes, and intellectual capital has a direct influence on market value) [38][39]. The
current tax regulations in Indonesia do not support the company's ESG performance.

Effect of Green Accounting (GAC) on Economic, Social, & Governance (ESG)
moderated by Green Intellectual Capital (GIC)

The results showed that GIC strengthens the effect of GAC on ESG or that GIC is a mediator
variable between GAC and ESG. The results of this study support previous research. GIC will
support environmental awareness and corporate social responsibility. Thus, GIC will support
investment in intangible assets: knowledge, capabilities, environment protection, and green
innovation [35].

Effect of Carbon Accounting (CAC) on Economic, Social, & Governance (ESG)
moderated by Green Intellectual Capital (GIC)

The results showed that GIC did not strengthen the effect of CAC on ESG or that GIC was
not a mediator variable between CAC and ESG. The results of this study do not support previous
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studies [40]. The findings of this study provide evidence that the relationship between CAC and
ESG is not affected by GIC but by other variables, such as regulations, law enforcement, or
incentives for business actors who have implemented CAC well.

6. Conclusion

This study presents empirical evidence regarding the effect of independent variables,
namely tax accounting (TAC), green accounting (GAC), and carbon accounting (CAC), on
environmental, social, and governance (ESG) performance moderated by green intellectual capital
(GIC). This study explains that TAC and GAC have a significant positive effect on ESG; CAC
does not affect ESG; GIC does not strengthen the relationship between CAC on ESG and TAC on
ESG; GIC strengthens the relationship between GAC on ESG. The application of CAC in Indonesia
needs to be applied in general to all companies in Indonesia through tax regulations and other
regulations governing carbon emission incentives or sanctions. These regulations can support ESG
performance and create a sustainable company. Thus, GIC is a moderating variable in this study
only strengthens the influence between GAC and ESG. The government needs to take the initiative
through regulation so that GIC can influence the relationship between TAC and CAC with ESG.

This research implies that companies are encouraged to adjust their bookkeeping activities
so that ESG activities carried out by the company or which are the company's obligations can be
presented in the financial statements. Companies that are economically, socially, and
environmentally responsible or implement ESG will be more sustainable because they are friendly
with nature and the surrounding community.

Another implication for the government is to provide input to rearrange regulations that can
support the creation of good ESG performance through carbon emission limits, incentives to
companies that help protect the environment and synergize all parties in maintaining business
continuity and living a more comfortable life.

The research sample comes from the answers of the respondents who represent public
companies in Indonesia. Directors/managers/senior employees are respondents who represent the
company. This research encourages further research to explore information from several experts or
authorities, such as collecting data for company value creation. This study considers economic,
social, and environmental values sourced from primary data (questionnaire answers). Future
research can use secondary data sourced from annual reports and sustainability reports to confirm
the results of this research and for development research.
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