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Tóm tắt
Quản trị lợi nhuận vẫn là một vấn đề đáng quan ngại tại các thị trường mới nổi, nơi chất lượng báo cáo tài chính và cơ chế quản trị doanh nghiệp còn đang phát triển. Mặc dù các Mục tiêu Phát triển Bền vững (SDGs) ngày càng được quan tâm tại Việt Nam, bằng chứng thực nghiệm về mối quan hệ giữa công bố SDGs và quản trị lợi nhuận vẫn còn hạn chế do các nghiên cứu trước đây chủ yếu sử dụng các thước đo CSR hoặc ESG tổng quát. Sử dụng 3.021 quan sát theo năm của 488 công ty phi tài chính niêm yết trên Sở Giao dịch Chứng khoán Thành phố Hồ Chí Minh và Hà Nội trong giai đoạn 2015–2024, nghiên cứu này xem xét mối quan hệ giữa mức độ công bố SDGs và quản tr[footnoteRef:0]ị lợi nhuận dựa trên khoản dồn tích. Chỉ số công bố SDGs được xây dựng thông qua phân tích nội dung báo cáo thường niên của doanh nghiệp. Kết quả cho thấy công bố SDGs có mối quan hệ âm và có ý nghĩa thống kê với quản trị lợi nhuận dựa trên khoản dồn tích; trong khi khả năng sinh lợi và tình trạng thua lỗ có quan hệ cùng chiều, còn đòn bẩy tài chính có quan hệ ngược chiều với quản trị lợi nhuận. Kết quả nghiên cứu cung cấp bằng chứng thực nghiệm ở cấp độ doanh nghiệp tại Việt Nam về mối liên hệ giữa công bố SDGs và hành vi quản trị lợi nhuận. [0:  Hà Nguyễn Trâm Anh, Email: k62.2311825001@ftu.edu.vn] 
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THE IMPACT OF SUSTAINABLE DEVELOPMENT GOALS DISCLOSURE ON EARNINGS MANAGEMENT: EVIDENCE FROM VIETNAMESE LISTED FIRMS

Abstract
Earnings management remains a persistent concern in emerging markets, where financial reporting quality and corporate governance are still developing. Despite growing attention to Sustainable Development Goals (SDGs) in Vietnam, evidence on the relationship between SDG disclosure and earnings management remains limited, as prior studies primarily rely on broad CSR or ESG measures rather than SDG-specific disclosure. Using 3,021 firm-year observations from 488 non-financial firms listed on the Ho Chi Minh Stock Exchange and the Hanoi Stock Exchange during 2015–2024, this study examines the association between SDG disclosure and accrual-based earnings management. SDG disclosure score is constructed using a textual analysis of firms’ annual reports. The results show that SDG disclosure is negatively and significantly associated with accrual-based earnings management. Profitability and loss status are positively related to earnings management, while financial leverage is negatively associated. Overall, the findings provide firm-level evidence from Vietnam on the association between SDG disclosure and earnings management behavior. 
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1. Introduction
Earnings management is a central issue in accounting research and practice (Dechow et al., 2011). It refers to managers' discretionary use of judgment in financial reporting to influence reported earnings in ways that may not fully reflect the firm’s underlying economic performance and that serve managerial objectives (Ronen & Varda Yaari, 2008). Such behavior can be implemented through different channels. First, managers may alter real business decisions such as timing or scale of operating activities to affect reported performance, commonly labelled real earnings management. Second, earnings can be managed through accounting choices, including the recognition, classification, and estimation of accruals, which changes reported income without necessarily changing cash flows (Grimaldi et al., 2020). When these interventions are opportunistic, accounting earnings become less informative about fundamentals, reducing the decision usefulness of financial statements for investors, creditors, and regulators. At the macro level, distorted reporting can contribute to inefficient resource allocation because capital markets may rely on biased information when pricing securities and directing funds (Healy & Wahlen, 1999). Consequently, identifying factors that shape earnings management remains an important research agenda in accounting and business management.
The Sustainable Development Goals (SDGs), introduced by the United Nations in 2015, comprise 17 goals and 169 targets and represent a comprehensive framework for addressing global social and environmental challenges (United Nations, 2015; Delgado-Ceballos et al., 2022). However, the SDGs were largely designed for implementation at the societal and national levels, which has created ambiguity about firms’ responsibilities. Many companies may view governments as the primary actors in achieving the 2030 Agenda (Delgado-Ceballos et al., 2022). This perspective is incomplete because firms both contribute to and can mitigate social and environmental externalities generated by their operations, making corporate participation essential (Montiel et al., 2021). Reflecting this shift, SDGs have accelerated scholarly and managerial attention to how businesses pursue sustainability, alongside the emergence of related concepts and analytical frameworks (Antolín-López et al., 2016). Within this stream, business sustainability emphasizes embedding sustainability into core strategies and operational processes, rather than treating it as peripheral or purely symbolic initiatives (Bansal, 2005).
The driving forces behind this trend clearly stems from the financial markets. Specifically, ESG factors are increasingly viewed as material information, traditionally used to refer to factors that can affect financial performance and therefore impact investment decisions (Jebe, 2019). As ESG is recognized as having the potential to affect profits, the demand for ESG data increases, leading to pressure for transparency and accountability from businesses (van Zanten & Huij, 2022). Meanwhile, stakeholders and regulators have warned that a purely financial materiality approach is insufficient and should be complemented with a perspective on social and environmental impacts to advance global sustainability (European Commission, 2019). Given the increasingly high public expectations, the level of commitment to the SDGs has become a crucial factor in helping businesses maintain legitimacy and social acceptance (Muserra et al., 2019). However, the extent and manner of corporate participation are not uniform. In some cases, the SDGs may be pursued in a symbolic manner to bolster reputation and legitimacy rather than to generate substantive social change (Howard-Grenville et al., 2019).
Theoretically, the relationship between Sustainable Development Goals and earnings management can be interpreted through several mechanisms. From a stakeholder and legitimacy perspective, businesses can enhance SDGs disclosure to strengthen legitimacy and trust, thereby reducing the incentive for manipulation and improving reporting discipline (Deegan, 2002). Conversely, according to agency theory or opportunism in management, managers may use CSR disclosure to mask unethical behavior (Ali et al., 2024), making sustainability disclosure a “cover” while the quality of earnings does not improve proportionally. Because these mechanisms coexist, previous empirical evidence often shows inconsistent results, some studies report a negative impact on earnings per share, some show a negative impact, and in some cases, no statistically significant results are found.
Our study focuses on examining the relationship between SDGs disclosure and earnings management in the Vietnamese context. Vietnam is one of the rapidly growing emerging markets, but it is also noted to have a relatively low ranking in corporate governance in Southeast Asia (Hoa et al., 2023). Furthermore, Nguyen et al. (2022) also demonstrated that listed companies in Vietnam tend to record higher earnings through the strong recognition of discretionary accruals before and during the years of share issuance. A study by (Tran & Duong, 2020) showed that approximately 4.88% - 13.76% of the 2950 firms-years engaged in earnings management to avoid reporting losses in their financial statements. Furthermore, according to a study by Nguyen et al. (2023), up to 74.6% of listed companies on the Vietnamese stock market managed earnings through accounting accruals or manipulation of actual operations. In addition, Vietnam demonstrates increasing integration and development orientation towards global sustainable development programs; recent assessments show that Vietnam has made significant progress towards the SDGs and is among the top 25% of emerging economies in SDG performance across most indicators, while the Government demonstrates its determination to implement Agenda 2030 (Anja, 2020). The SDGs have also been relatively clearly integrated into development plans and economic plans, thereby increasing expectations for transparency and accountability at the corporate level. However, implementation at the corporate level still faces many challenges due to the lack of consistent reporting mechanisms and the lack of specific strategies to integrate SDGs into business goals and operations (Helfaya and Bui, 2022).
Much of previous research measures sustainable practices and disclosures through composite measures such as corporate social responsibility or ESG scores, while SDG disclosure as a separate component has not been fully considered. Stemming from that gap, this study was conducted to determine the impact of SDG reporting, measured by a measurement method which is developed by the research team, on the level of earnings management of listed companies in Vietnam.
[bookmark: _heading=h.kekjh1v7esnp]2. Literature review and hypothesis development
[bookmark: _heading=h.8922m79e3h28]2.1. Literature review 
[bookmark: _heading=h.pw726meiqlkv]2.1.1. Sustainable Development Goals 
Sustainable development is defined as development that meets the needs of the present generation without compromising the ability of future generations to meet their own needs (Muhmad & Muhamad, 2021). Based on this concept, in 2015, the United Nations declared 17 Sustainable Development Goals (SDGs) as the focus of the 2030 Agenda, along with 169 specific targets, to address challenges such as poverty eradication, inequality reduction, climate change adaptation, and the promotion of peace and economic prosperity. In this context, SDG disclosure is understood as the public disclosure of information about the economic, environmental, and social impacts of organizations, thereby demonstrating the extent of their positive or negative contribution to the achievement of the SDGs (Sekarlangit & Wardhani, 2021).
From this approach, measuring SDG disclosure requires methods capable of fully reflecting the content and depth of the information disclosed; therefore, content analysis is considered the most common and appropriate method for assessing the level of SDG disclosure (Ramos et al., 2022; Saha et al., 2024; Nicolò et al., 2024). Measuring the level of SDG disclosure by businesses is primarily based on data from public reports such as annual reports, sustainability reports, and non-financial reports, combined with content analysis according to the United Nations' 17 SDGs system (Ramos et al., 2022; Saha et al., 2024). Many studies use keywords as the unit of analysis, allowing for assessment by individual SDG goals and facilitating computer-aided content analysis techniques (Lawati & Hussainey, 2022). Several other approaches are based on the UN Global Compact CoP report or the GRI standard (Nicolò et al., 2023; Nicolò et al., 2024). Based on the content analyzed, studies often construct SDG disclosure indices in the form of an unweighted disclosure index, where each SDG is assigned a value of 1 if disclosed and 0 if not, thereby creating a standardized index in the range of 0 to 1, ensuring objectivity and comparability between businesses (Lawati & Hussainey, 2022; Saha et al., 2024).
From the above approaches to measuring the level of SDG disclosure, many empirical studies have shown that the disclosure and implementation of SDGs are playing an increasingly important role for businesses. In the context of increasing pressure from stakeholders, the publication of the SDGs is seen as a strategic tool to enhance transparency, strengthen market confidence, limit "greenwashing," and support stakeholder engagement, identifying key issues to improve governance and ESG risk management (Lawati & Hussainey, 2022; Zampone & Guidi, 2024). Furthermore, achieving sustainable business goals can improve environmental quality, social welfare, enhance organizational reputation, and increase business profitability (Yang & Liu, 2022). However, other studies suggest that implementing environmental and social activities requires businesses to allocate resources outside of core operations, which can impair financial performance, especially in the short term (Khan et al., 2022; Saha et al., 2024; Di Tommaso & Thornton, 2020).
[bookmark: _heading=h.smitr5ly572]2.1.2. Earnings Management
Earnings management refers to managerial discretion in financial reporting intended to influence reported earnings and potentially mislead stakeholders regarding a firm’s economic performance (Schipper, 1989; Healy & Wahlen, 1999; Klein, 2002). Prior research shows that managers engage in earnings management to meet key earnings benchmarks, such as avoiding losses, earnings declines, or failing to meet analysts’ forecasts (Degeorge et al., 1999), as well as to advance personal interests related to compensation and equity incentives (Cheng & Warfield, 2005). Among these benchmarks, reporting non-negative earnings is particularly important, as losses are commonly viewed as signals of poor performance or weak governance. Incentives to manage earnings are further intensified around corporate events such as equity offerings and share repurchases, when reported earnings affect firm valuation (Teoh et al., 1998; Gong et al., 2008).
Agency theory provides a fundamental explanation for managers’ incentives to engage in earnings management. Jensen and Meckling (1976) argue that the separation of ownership and control gives rise to agency costs due to conflicts of interest between principals and agents, exacerbated by information asymmetry and imperfect monitoring. Because accounting earnings are central to managerial compensation contracts, debt covenants, and external performance evaluations, managers may exploit accounting discretion to manipulate reported earnings in ways that maximize private benefits or reduce contractual and career-related risks. Earnings management can therefore be interpreted as a manifestation of agency costs, reflecting managers’ opportunistic behavior in response to misaligned incentives and weak governance mechanisms. This theoretical perspective has been widely adopted in subsequent empirical studies that view discretionary accounting choices as rational outcomes of agency conflicts rather than purely technical reporting decisions (Jensen & Meckling, 1976).
Earnings management is commonly classified into accrual-based earnings management (AEM) and real earnings management (REM). AEM involves the discretionary use of accounting estimates and choices such as revenue recognition timing, expense capitalization, depreciation methods, and provisioning (Richardson et al., 2005). In contrast, REM entails deviations from optimal operating decisions, including sales acceleration, reductions in discretionary expenditures, and overproduction, which affect both earnings and cash flows and may impair long-term firm value (Dechow & Skinner, 2000; Roychowdhury, 2006). Prior studies argue between the preference of AEM and REM in certain circumstances. In this study, we focus on the relationship between SDG and AEM.
[bookmark: _heading=h.kwl135lfmp5p]2.1.3. The impact of Sustainable Development Goals on earnings management
Stakeholder theory, legitimacy theory, and agency theory are used to explain the relationship between the level of SDG disclosure and accrual earnings management behavior (Grimaldi et al., 2020). From a stakeholder perspective, firms aiming for long-term profitability and competitive advantage must consider a broad set of stakeholder interests, not only shareholders (Freeman, 1984). When stakeholders view a firm’s operations as unsustainable, they intensify demands for standards and accountability, increasing external scrutiny (Davis, 1973). As a result, firms have stronger incentives to curb inappropriate behaviors and align more with sustainability-oriented actions. In this setting, sustainability reporting functions as a transparency mechanism that signals commitment to stakeholders (Freeman, 1984) and heightens the likelihood of monitoring by stakeholders and regulators, thereby increasing potential detection and reputational costs associated with earnings management (Grimaldi et al., 2020)
Beyond stakeholder pressure, legitimacy theory posits that businesses exist based on an implicit “social contract”, in which their activities and objectives need to be perceived by society as conforming to common values ​​and norms; otherwise, societal acceptance of the business’s right to exist may decline (Dowling & Pfeffer, 1975). Because legitimacy depends on how society perceives the business, management is motivated to disclose information that can shape external perceptions, especially sustainable information (Githaiga, 2023). Disclosure of sustainable information helps businesses legitimize their position in society and demonstrate compliance with relevant and useful standards (Deegan, 2002). And annual reports are considered an important channel for businesses to build and maintain legitimacy.
Meanwhile, agency theory, information asymmetry and the risk of opportunistic behavior often exist between shareholders (principals) and managers (agents), leading to conflicts of interest and agency costs (Jensen & Meckling, 1976). In this context, information disclosure is seen as a mechanism to reduce asymmetry and limit conflicts of interest (Chouaibi & Zouari, 2021). In developing countries, although measuring and disclosing sustainable contributions remains challenging, businesses still have an incentive to increase transparency to provide information to stakeholders and strengthen investor confidence, especially when the economy needs external capital. Simultaneously, the requirement for transparency also relates to how businesses present financial reports to avoid misunderstandings, including discussions on earnings management (Alodat et al., 2023).
In addition to the theoretical frameworks, numerous empirical studies have also analyzed the impact of sustainable practices from various approaches. Synthesizing the results reveals that current evidence has not yielded a unified conclusion, often forming two opposing interpretations of the relationship between sustainable practices and earnings management behavior  (Alodat et al., 2023; Velte, 2019). On the one hand, the majority of studies show a negative impact of sustainable practices on earnings management behavior, consistent with stakeholder theory predictions (Alodat, 2023; Githaiga, 2023; Chouaibi & Zouari, 2021; Velte, 2019; Tran et al., 2022). This result is commonly explained by two connected mechanisms. First, a long-term orientation suggests that firms with stronger sustainability practices and disclosure invest in durable stakeholder relationships and reputational capital, which lowers incentives to manipulate earnings for short-term targets because such actions can erode trust and credibility (Palacios-Manzano et al., 2019). When earnings quality deteriorates, it may conflict with stakeholder expectations and ultimately harm long-term value creation (Velte, 2019). Second, accountability discipline implies that more extensive sustainability disclosure increases visibility and external scrutiny by investors, regulators, and other stakeholders, raising detection and reputational costs and thereby limiting managers’ ability to manage earnings (Alodat et al., 2023).
On the other hand, some studies suggest the opposite effect, arguing that the implementation and disclosure of sustainability have a positive impact on earnings management (Almubarak et al., 2023; Pasko et al., 2021; Yu et al., 2020; Zhang et al., 2021). Studies suggest that sustainable practices and disclosures may be used by management as a tool to serve strategic objectives, rather than reflecting a genuine commitment to transparency (Almubarak et al., 2023). Specifically, management may promote CSR or ESG to create an image of a “responsible business” and enhance legitimacy in the eyes of the community, investors, and the media. When this image is built strong enough, stakeholders tend to place more trust and reduce the level of scrutiny of the company's financial decisions. This decrease in substantive oversight increases the “control gap,” thereby allowing management to manipulate earnings with less detection or negative reaction (Almubarak et al., 2023; Pasko et al., 2021). In addition, some studies highlight the reputational compensation mechanism. Under this mechanism, management can implement sustainability practices as a way to build goodwill and maintain stakeholder support, while still pursuing short-term profit objectives through discretionary accounting decisions. In other words, CSR or ESG is used to reduce pressure and alleviate potential doubts, thereby supporting management in achieving financial goals by manipulating profits (Almubarak et al., 2023; Gargouri et al., 2010).
In Vietnam, the corporate governance and financial reporting environment still reflects typical developing-market weaknesses, including relatively weak governance and lower-quality reporting practices (Asian Development Bank, 2014). The market has also faced earnings manipulation and reporting irregularities, which undermine investor confidence and constrain access to foreign capital (Dang et al., 2023). In addition, frequent differences between pre-audit and post-audit financial statements raise concerns about reporting quality and earnings management (Choi et al., 2020). Although CSR and sustainability reporting requirements have emerged alongside evolving regulations and practices, disclosure remains uneven and empirical evidence in Vietnam is still limited (Nguyen et al., 2022; Dang et al., 2021). Given persistent concerns about information reliability, more adequate and consistent SDG disclosure is expected to strengthen transparency and accountability, increase external monitoring, and reduce incentives for earnings management. Accordingly, this study expects that SDG disclosure will reduce earnings management in Vietnam.
H1: There is a negative relationship between Sustainable Development Goals disclosure and earning management.
[bookmark: _heading=h.i6rbb569t5ud]3. Research methodology
[bookmark: _heading=h.z8rae8ixlg7t]3.1. Research model
To evaluate the impact of SDG Disclosure on Earnings Management, we built the research models below based on the models of Grimaldi et al. (2020) and Saha et al. (2024).
  (1)     
where i prefer firms and t (2015-2024) prefer the annual year in this study.  is earnings management which is measured by the model proposed by Pae (2005).  is independent variable that prefers firms’ disclosure of Sustainable Development Goals information which is measured by machine learning approach combined with a query-based approach using text2sdg library. Besides the primary explanatory variables, this study controls for factors affecting earnings management including , , , , , , , ,  , , .  represents profitability of the company as calculated as return of equity. ROE represents the profitability of the company. SIZE represents firm size. LEV represents financial leverage. AT represents asset turnover. GROWTH represents the growth ability of the company. STATE_OWN represents the level of state ownership. FOREIGN_OWN represents the level of foreign ownership. BIG4 represents audit quality. AGE represents firm age. LOSS indicates whether the firm reports a loss during the year. MTB represents the market-to-book ratio. IA represents information asymmetry.
[bookmark: _heading=h.3t25g4hsdp5d]3.2. Data measurement
[bookmark: _heading=h.usu4apofs618]3.2.1. Earnings management
In this study, earnings management is measured using accrual-based earnings management  following the model proposed by Pae (2005) as below:
(2)
where i prefer firms and t (2015-2024) prefer the annual year in this study, ACC is total accruals which is equals to income before extraordinary items and discontinued operation less cash flow from operation,  is total assets in year,  is the change in revenue from preceding year,  is the gross value of property, plant and equipment, is the operating cash flow.
3.2.2. Sustainable Development Goals disclosure
In this study, SDGs disclosure is measured through content analysis of firms’ annual reports and sustainability reports by text2sdg library developed by Meier et al. (2022) to identify the presence of each SDG within the content of these reports. We code the SDGs by assigning a score of 1 if the report mentions an impact related to that SDG, and 0 if there is no mention. The SDGs score is then calculated as follows:
 (3)
Where  ​= 1 if the item is disclosed 0 otherwise, ​ represent the total number of items in the index.
3.2.3. Control variables
This study controls for several factors that may affect earnings management. ROE presents profitability and is calculated as net income divided by total equity. SIZE represents firm size and is calculated as the natural logarithm of total assets. LEV represents financial leverage and is measured as total debt divided by total equity. AT represents asset turnover and is calculated as total sales divided by total assets. GROWTH represents the firm’s growth ability and is measured as the annual percentage change in sales. STATE_OWN is measured as the percentage of shares held by the state. FOREIGN_OWN is measured as the percentage of shares held by foreign investors. BIG4 is a dummy variable that takes the value of 1 if the firm is audited by a Big Four audit firm and 0 otherwise. AGE represents firm age and is calculated as the number of years since the firm’s establishment. LOSS is a dummy variable that equals 1 if the firm reports a loss during the year and 0 otherwise. MTB represents the market-to-book ratio and is calculated as the market value of equity divided by the book value of equity. IA represents information asymmetry and is measured as intangible assets divided by total assets.
[bookmark: _heading=h.yxqcxw4hpzw7]3.3. Sample data 
Our study used FiinPro-X financial data from non-financial firms listed on Ho Chi Minh Stock Exchange (HOSE) and Hanoi Stock Exchange (HNX) from the period from 2015 to 2024. Data about independent audit, ownership structure and firm age is hand-collected from Vietstock. Firms with negative equity are excluded (namely HVN). Industry-year groups with less than 20 firms are also excluded. Abnormal values larger than 99th percentile and lower than 1st percentile are dropped. Observations with missing data are omitted. To obtain SDG score data, we first collect firms annual reports from their investor relation websites. Then we use our programming tool to translate all reports into English and capture the SDG score based on our trained model. Our final sample consists of 3,021 observations of 488 firms.
[bookmark: _heading=h.6zidf6q5ndzf]3.4. Regression method
This study constructs a linear regression model using the framework of the Ordinary Least Squares method to estimate the relationship between the dependent variable and explanatory variables.Pooled OLS is an appropriate model for this study, as it allows for a direct interpretation of the expected change in the dependent variable when the explanatory variable changes. Technically, coefficients are estimated by minimizing the sum of squared residuals, thereby obtaining a regression line with the smallest sum of squared deviations from the observed data (Stock & Watson, 2020).
Additionally, Stock & Watson (2020) argue that when there are unobservable factors that are constant over time but vary across industries, and other factors that are similar across industries but fluctuate over time, thus including fixed effects by entity (industry) and fixed effects by time (year) in the model is appropriate. This approach helps absorb systematic differences between industries and macroeconomic shocks over time, thereby reducing bias due to omitted variables and improving the reliability of the estimate. Therefore, the regression model in this study is controlled for industry and year by including dummy variables into the equation. Specifically, the dummy variable controlling industry i.indcode takes the value 1 if company i belongs to industry j and 0 otherwise. Similarly, the dummy variable year i.year takes the value 1 if the observation belongs to year t and 0 otherwise. 
[bookmark: _heading=h.5f2kov51ohcg]4. Research Results and Discussion
[bookmark: _heading=h.8nzl93g3455r]4.1. Descriptive statistics
Table 1. Descriptive statistics
Source: The authors (2026)
	Variables
	Obs.
	Mean
	Median
	Std. Dev.
	Min
	Max

	AEM
	3,021
	0.037
	0.029
	0.033
	0.000
	0.256

	SDG
	3,021
	0.362
	0.353
	0.182
	0.000
	0.941

	ROE
	3,021
	0.121
	0.106
	0.107
	-0.408
	0.824

	SIZE
	3,021
	27.527
	27.469
	1.493
	23.903
	33.045

	LEV
	3,021
	0.620
	0.357
	0.722
	0.000
	4.205

	AT
	3,021
	1.241
	1.020
	0.989
	0.060
	8.920

	GROWTH
	3,021
	0.066
	0.055
	0.167
	-0.512
	0.964

	STATE_OWN
	3,021
	0.147
	0.000
	0.242
	0.000
	0.993

	FOREIGN_OWN
	3,021
	0.044
	0.000
	0.112
	0.000
	0.950

	BIG4
	3,021
	0.259
	0.000
	0.438
	0.000
	1.000

	AGE
	3,021
	2.157
	2.303
	0.646
	0.000
	4.820

	LOSS
	3,021
	0.036
	0.000
	0.187
	0.000
	1.000

	MTB
	3,021
	1.350
	1.010
	1.379
	0.120
	28.260

	IA
	3,021
	0.020
	0.003
	0.054
	0.000
	0.776


Table 4.1 shows the descriptive statistics of all variables used in the model. The dependent variable AEM has a mean of 0.037 and a standard deviation of 0.033, indicating that the level of accrual earnings management in the sample is generally moderate, but the dispersion between observations remains significant. This value of mean is also consistent with empirical evidence in the Vietnamese context recorded by Dang & Khanh (2024).
For the independent variable SDG, the mean value is 0.362 with a standard deviation of 0.182, implying that the level of SDG disclosure by businesses is quite low and clearly differentiated among observations. The range from 0.000 to 0.941 indicates the simultaneous existence of businesses that do not disclose SDGs and businesses with very high disclosure levels. Because this study develops a new SDG score measure to represent SDG disclosure, as to the best of our knowledge, there is currently no prior research with similar analysis to make the comparison with. 
[bookmark: _heading=h.z4fqm6uwfi12]4.2. Correlation matrix
Table 4.2 presents the correlation matrix for the main variables. Overall, the correlations are small to moderate in size. The correlation between accrual-based earnings management (AEM) and sustainable development goals (SDG) is slightly negative and very weak (r = -0.032), suggesting no meaningful bivariate relationship. AEM shows a positive association with firm performance (ROE; r = 0.247) and with loss-making firms (LOSS; r = 0.166), indicating that earnings management tends to be more pronounced among firms experiencing stronger performance or recent losses. Firm size is moderately correlated with SDG (r = 0.479) and with BIG4 auditors (r = 0.433), consistent with the view that larger firms are more likely to engage in sustainability activities and to be audited by large audit firms. Importantly, none of the correlations are sufficiently high to raise concerns about multicollinearity, suggesting that the variables can be jointly included in the regression analysis.
Table 4.2. Correlation matrix
Source: The authors (2026)
	 
	Variables
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14

	1
	AEM
	1
	
	
	
	
	
	
	
	
	
	
	
	
	

	2
	SDG
	-0.03
	1
	
	
	
	
	
	
	
	
	
	
	
	

	3
	ROE
	0.25
	0.05
	1
	
	
	
	
	
	
	
	
	
	
	

	4
	SIZE
	-0.02
	0.48
	0.09
	1
	
	
	
	
	
	
	
	
	
	

	5
	LEV
	-0.09
	0.01
	-0.12
	0.32
	1
	
	
	
	
	
	
	
	
	

	6
	AT
	0.04
	-0.08
	0.22
	-0.23
	-0.01
	1
	
	
	
	
	
	
	
	

	7
	GROWTH
	0.02
	0.06
	0.27
	0.14
	0.14
	0.13
	1
	
	
	
	
	
	
	

	8
	STATE_OWN
	0.01
	0.07
	0.06
	0.02
	-0.09
	0.11
	-0.09
	1
	
	
	
	
	
	

	9
	FOREIGN_OWN
	0.02
	0.18
	0.03
	0.19
	-0.06
	-0.02
	0.00
	-0.02
	1
	
	
	
	
	

	10
	BIG4
	-0.03
	0.30
	0.08
	0.43
	0.02
	-0.01
	0.01
	-0.01
	0.20
	1
	
	
	
	

	11
	AGE
	0.00
	0.03
	-0.09
	-0.02
	-0.02
	0.03
	-0.11
	0.03
	0.13
	0.06
	1
	
	
	

	12
	LOSS
	0.17
	-0.01
	-0.37
	-0.03
	0.05
	-0.06
	-0.11
	-0.03
	0.03
	-0.06
	0.04
	1
	
	

	13
	MTB
	0.11
	0.11
	0.29
	0.17
	-0.01
	0.04
	0.09
	0.07
	0.10
	0.12
	-0.05
	-0.01
	1
	

	14
	IA
	0.00
	0.04
	-0.01
	0.06
	0.04
	0.00
	0.05
	-0.05
	0.06
	-0.03
	0.06
	0.01
	0.03
	1


[bookmark: _heading=h.m9sc3p7j2d6d]4.3. Regression result
Table 4.3 reports the regression results examining the association between corporate SDG disclosure and accrual-based earnings management. The model is statistically significant (F-statistic = 21.31; Prob > F = 0.000), with an adjusted R² of 0.1537, indicating modest explanatory power that is comparable to prior firm-level earnings management studies. All regressions include industry-year fixed effects to control for unobserved heterogeneity across industries and time, and standard errors are clustered at the firm level to account for within-firm correlation.


Table 4.3. OLS Regression Results
Source: The authors (2026)
	 
	AEM

	SDG
	-0.011***

	
	(0.004)

	ROE
	0.117***

	
	(0.011)

	GROWTH
	-0.003

	
	(0.003)

	AT
	-0.001

	
	(0.001)

	LEV
	-0.003***

	
	(0.001)

	SIZE
	0.000

	
	(0.001)

	STATE_OWN
	-0.001

	
	(0.002)

	FOREIGN_OWN
	0.005

	
	(0.006)

	BIG4
	-0.002*

	
	(0.001)

	AGE
	0.001

	
	(0.001)

	LOSS
	0.055***

	
	(0.004)

	IA
	-0.005

	
	(0.008)

	MTB
	0.000

	
	(0.000)

	_cons
	0.022

	
	(0.014)

	N
	3021

	r2
Year FE
Industry FE
	0.161
YES
YES

	Standard errors in parentheses

	* p < 0.10, ** p < 0.05, *** p < 0.01



SDG disclosure is negatively and significantly associated with earnings management (β = −0.011, p = 0.004). This result suggests that firms with higher levels of SDG-related disclosure exhibit lower discretionary accruals. From a stakeholder and legitimacy perspective, this finding suggests that greater sustainability disclosure increases a firm’s visibility to investors and other stakeholders. Higher visibility is likely to attract more scrutiny, which can limit managerial discretion in financial reporting. Importantly, the negative association implies that SDG disclosure is not merely symbolic in this context. Instead, it is associated with observable differences in financial reporting outcomes.
Among the control variables, profitability (ROE) shows a positive and statistically significant association with earnings management (β = 0.117, p < 0.01), suggesting that more profitable firms may have stronger incentives to manage earnings, potentially to smooth performance or meet benchmarks. The LOSS indicator is also positive and significant (β = 0.055, p < 0.01), indicating higher earnings management among loss-making firms, which is consistent with incentives to avoid reporting poor performance. In contrast, financial leverage (LEV) is negatively and significantly related to earnings management (β = −0.003, p = 0.001), supporting the notion that debt-related monitoring constrains managerial discretion.
The coefficient on BIG4 is negative and marginally significant at the 10% level, providing weak evidence that higher-quality external auditing may be associated with lower earnings management. Other firm-level characteristics, including firm size, asset turnover, growth opportunities, ownership structure, firm age, market-to-book ratio, and independent audit characteristics, are not statistically significant in the baseline model.
Overall, the combined results suggest that SDG disclosure is associated with improved financial reporting quality in the Vietnamese context. This evidence contrasts with agency-based arguments that sustainability disclosure may be used opportunistically to obscure financial reporting practices, and instead supports the view that SDG disclosure functions as a governance-related signal in an emerging market where sustainability reporting is largely voluntary and institutional enforcement remains evolving. While the analysis does not establish causality, the findings contribute firm-level evidence on the role of SDG disclosure in shaping earnings management behavior.
[bookmark: _heading=h.h7iboe3rpdii]5. Conclusion
This study provides evidence that corporate SDG disclosure is negatively and significantly associated with accrual-based earnings management, supporting the view that sustainability-oriented disclosure constrains managerial opportunism. The findings suggest that greater transparency related to sustainable development increases external monitoring and reduces managers’ discretion in financial reporting, consistent with agency and stakeholder theories. Among the control variables, profitability and loss status are positively related to earnings management, while financial leverage exhibits a disciplining effect, indicating the role of debt-related monitoring. Although the model explains a modest proportion of the variation in earnings management, the results highlight the governance role of SDG disclosure in enhancing reporting quality. 
This study contributes to the limited empirical literature on SDG disclosure and earnings management in emerging markets by providing firm-level evidence from Vietnam, where sustainability reporting remains largely voluntary and institutional enforcement is still evolving. The findings offer implications for firms, investors, and regulators by underscoring the relevance of SDG disclosure in promoting transparency and reporting credibility. Nevertheless, the study is subject to several limitations, including its focus on accrual-based earnings management, potential measurement constraints in the SDG disclosure score, and its single-country setting. Future research may extend this analysis by employing alternative earnings management measures, more refined disclosure metrics, and cross-country comparisons.
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