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Summary
This research investigates the relationship between sustain-
ability and accounting quality, as well as the direction of this 
relationship. The analysis focuses on the decline in account-
ing quality related to earnings management and performance 
scores derived from the ESG (Environmental, Social, and 
Governance) assessment frameworks.

The final sample includes 126 US companies listed on 
NASDAQ and NYSE  stock exchanges, selected after method-
ological screening. A  detailed and methodological analysis 
of the accounting and sustainability data of these randomly 
selected companies from 2018 to 2024 shows a negative rela-
tionship using correlation and regression analysis between 
earnings management and ESG performance for all variables 
analysed, except for 2023. This negative correlation is statisti-
cally significant for each year with a significant correlation, and 
the R² values indicate that the explanatory power of the models 
is moderate.
Keywords: ESG score, ESG performance, CSR, accounting 
quality, financial reporting quality (FRQ), earnings manage-
ment, discretionary accruals, publicly listed companies
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Introduction
Global climate issues, sustainability, and the need for social re-
sponsibility will undoubtedly affect our environment, society, 
and economy in both the short and long term. These areas have 
gained equal importance among businesses, investors, and oth-
er stakeholders alike. Financial and accounting scandals are 
seen as one of the main drivers that have brought non-finan-
cial issues and other business-related matters to the forefront 
of broader ethical and sustainability-focused investigations of 
companies. Decision-makers are currently assessing the new 
ESG-focused strategy and its implementation within company 
management. Additionally, analyzing the opportunities and 
risks disclosed in sustainability and non-financial reports is a 
critical factor in this evaluation (PwC, 2021). Moreover, it is 
well known that ESG performance has an influence on a com-
pany’s financial performance, cost of capital, share price and 
company value, as well as value creation for society (Rezaee and 
Tuo, 2019; Feng and Wu, 2021). Additionally, companies that 

voluntarily disclose sustainability reports highlight the effect 
of corporate culture and operational approach changes on 
their operations, even if they are not obligated to do so. A key 
reason for this voluntary disclosure is that management and 
owners want to share information with external stakeholders. 
Their goal is to improve the company’s image, stand out from 
competitors, and reduce information asymmetry between the 
company and its stakeholders (Sofian et al., 2022). However, 
critics argue that companies may engage in greenwashing to 
improve external perceptions by appearing to improve their 
sustainability performance and values, while presenting a false 
picture of their actual performance. In a number of cases, com-
panies voluntarily engage in ESG reporting with a view to gain-
ing a competitive advantage and expanding their market share. 
This competitive advantage is often difficult for competitors to 
replicate or imitate due to several factors. This can be well mea-
sured by indicators expressing competitive priorities such as 
cost, quality, flexibility and time. Given the potential effects of 
ESG reporting on quality in terms of competitive priority, it is 
crucial to examine the correlation between ESG performance 
and accounting quality.

Given this critical role of ESG disclosures and their inherent 
relationship with transparency and stakeholder decision-mak-
ing, it becomes crucial to understand the interplay between 
ESG performance and accounting quality. Investigating this 
correlation will shed light on whether ESG engagement effec-
tively signals higher integrity in financial reporting or serves 
as a predictive measure for identifying potentially unethical or 
manipulative accounting practices. Such understanding not 
only reinforces the practical importance of ESG criteria but 
also provides stakeholders, regulators, and investors with in-
sights essential for informed decision-making and effective risk 
management.

Literature Review
ESG
The term ESG, as recognised presently, was formally pub-
lished in the UN Global Compact Initiative’s 2004 publication 
„Who Cares Wins” (UN, 2004). This marked the beginning of 
its widespread use in business as demands for sustainability 
grew. ESG is an abbreviation for Environmental, Social, and 
Governance. In essence, ESG constitutes an analytical and 
evaluative framework that provides stakeholders with informa-
tion regarding a company’s or organisation’s environmental, 
social, and governance issues and risks (Gao et al., 2021). This 
objective is realised through reports generated and published 
by the framework’s core areas and additional sub-pillars. To 
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ensure accurate benchmarking, reports must adhere to con-
sistent guidelines and specific rules recommended by the stan-
dard system of the assessed enterprise or organisation (Wan 
et al., 2023).

ESG scores or ratings are issued by third-party providers to 
the company or organization being assessed and analyzed, 
as well as to the general public, based on reports produced 
under the chosen framework. Well-known ESG rating organi-
zations today include Morgan Stanley Capital International, 
Sustainalytics, ISS ESG, Thomson Reuters, Bloomberg and 
Standard & Poor’s Global. Establishing a comprehensive 
framework for comparing ESG scores and ratings is challeng-
ing because external rating agencies use distinct indicators 
and methodologies, often leading to significant variations 
in assessments. This diversity could be tackled through po-
tential standardisation, leading to a simplification of deci-
sion-making for investors and a boost in transparency (Billio 
et al., 2021).

The framework’s detailed data is crucial for both investor 
and shareholder decision-making, driving a growing demand 
for comprehensive ESG performance reporting to more accu-
rately illustrate its development and progression over time (Ed-
Dafali et al., 2025). The emergence of non-financial reporting 
improves stakeholders’ investment efficiency (Allman and 
Won, 2022), thus increasing the role of information demand, 
creating new quality expectations and mitigating the harmful 
and costly effects of information asymmetry. The role of audit-
ing in ESG-based reporting is pivotal, as it enhances the growth 
potential and relevance of such reports. The fundamental ob-
jective of auditing is to ascertain that the report accurately rep-
resents the data and reflects the prevailing circumstances. The 
inclusion of false or inaccurate information in such reports has 
the potential to compromise their quality and reliability.

Accounting quality
In any economy, reliable accounting information is essential to 
maintain market stability and ensure the accuracy of financial 
data, while removing factors that may reduce the quality of this 
information. This information is disseminated to economic 
agents through annual and financial reports, assisting them in 
decision-making regarding economic operators. The annual 

reports are the culmination of various processes. Accounting 
regulations delineate the reporting and accounting responsi-
bilities of entities subject to legislation and standards (Bansal, 
2024). In addition, they specify accounting principles, funda-
mental rules, and requirements for disclosure and auditing. 
Accounting report results from a combination of several pro-
cesses. The preparation of annual financial reports is based on 
data from the fiscal year and the prior period. The ensuing 
audit serves to verify and disclose data included in the reports, 
thus presenting a reliable and impartial overview for users 
seeking information.

Figure 1 illustrates the intricate nature of this process, where-
in actors utilise various hardware and software to execute their 
tasks while also employing skills they have acquired.  As a re-
sult, it can be deduced that the accounting reports are indeed 
a byproduct of these processes. The externalisation of this set 
of data occurs during the disclosure procedure. 

There is a new emerging demand for quality accounting, fi-
nancial and other information from governments, companies, 
analysts, academics, investors and other stakeholders. Access to 
high-quality knowledge and relevant information is crucial for 
effective risk analysis and informed decision-making (IASB, 
2018). The absence of such information may result in mis-
leading and unprofitable choices. Therefore, the quality of a 
company’s reporting is continuously reviewed and maintained. 
The significance of inquiries has been affirmed by the several 
bookkeeping-related corporate scandals that have appeared 
on the international market with a distorting character, such 
as Enron, Lehman Brothers, WorldCom, Satyam, Merck and 
Waste Management Company.

Accounting quality refers to the overall effectiveness of the 
accounting system, as determined by the quality of its finan-
cial reports (Santos-Jaén and León-Gómez, 2021). The role of 
managers in influencing the quality of accounting is signifi-
cant, particularly when considering the external environment. 
Managers have the ability to shape and manipulate financial 
and accounting reports through earnings management and 
creative accounting, all while remaining within the confines of 
legal regulations.

The quality of financial reporting can be ascertained by mod-
els, qualitative attributes, and reports. Several models are avail-

able for analysing these dimensions, with some 
models building on each other or influencing 
the emergence of new concepts and the develop-
ment of existing ones (Vagner et al., 2021).

Research has indicated that executives en-
gage in earnings manipulation if they receive 
compensation based on higher corporate earn-
ings (Healy, 1985). The influence of certain key 
actors on accounting practices can lead to a re-
duction in the relevance, credibility, verifiabil-
ity and accuracy of financial reporting, which 
in turn can reduce the quality of financial re-
porting.

There are various methods of earnings man-
agement, including periodic adjustments to ac-
counting policies to reflect short-term increases 
in revenue, changes in depreciation rates, and 
the creation of provisions against profits and 
their release in a less profitable year. As a result, 

Figure 1. The accounting report as a product
Source: Budai et al. (2021) pp. 112. figure 1.
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such accounting procedures may impact the operating cash 
flows of businesses during a given period.

It is important to acknowledge that no individual model 
in the literature is universally superior to others. Rather, re-
searchers develop models and analytical methods to test their 
own and others’ hypotheses based on the central focus of their 
research. The challenge does not lie in the absence of an ac-
counting quality model, but rather in the absence of a model 
that surpasses all others in an all-encompassing way. Moreover, 
it is evident that no single model can be considered universally 
applicable in all situations or capable of addressing all poten-
tial limitations and measurement errors. 

The following section outlines prominent research methods 
in accounting quality concerning earnings management. This 
will increase comprehension of research methodology and its 
determinants. In order to ensure the maintenance of compara-
bility, all of the defining models are presented in a sequential 
manner. 

Earnings management
Accounting quality modelling is based on management in-
fluence to achieve changes in accounting and financial per-
formance. Within the literature, two forms of influence are 
detailed: non-discretionary influence and discretionary in-
fluence. Changes that correspond to managerial interests are 
identified as discretionary influence whilst non-discretionary 
influence stems from legislative or regulatory measures. The 
total degree of influence corresponds to the combination of 
these two components (Nguyen et al., 2023). It should be noted 
that since the 1980s, accounting studies have examined the in-
centives for managerial coordination, with a focus on empirical 
measurement of managerial influence from the point of view 
of several researchers.

Healy’s model (1985)
Healy’s (1985) model is based on the notion that managers im-
pact accounting data. Healy highlights two factors that contrib-
ute to this influence: firstly, managers’ bonus contracts, which 
are determined by earnings targets, and secondly, the account-
ing procedures and methods that managers alter to implement 
or modify bonus plans. It is important to note that a causal 
connection exists between these factors. Healy categorises 
the total influence into two parts: non-discretionary changes, 
where rule makers enforce mandatory changes; and discretion-
ary changes, where managers choose to make changes in order 
to comply with accounting rules. Therefore, the total influence 
can be summarised as follows:

where ACCt = total accruals in year  t; DAt = discretionary 
accruals in year t; NAt = non-discretionary accruals in year t.

It should be assumed that the value of the periodic discre-
tionary accruals is expected to be zero. If it has a value other 
than zero, the enterprise’s result will change. If the periodic 
discretionary accruals are negative, the result improves, and 
if it is positive, the result of the enterprise decreases. Total ac-
cruals and the impact of alterations in voluntary accounting 
methods, such as variations in depreciation, were employed as 
the two variables for discretionary modifications. Total accru-

als are defined as the difference between reported revenue and 
operating cash flow according to the following equation: 

where DEPt = depreciation in year  t; XIt = extraordinary 
items in year  t; ∆ARt = accounts receivable in year  t less ac-
counts receivable in year t-1; ∆INVt = inventory in year  t less 
inventory in year  t - 1; ∆APt = accounts payable in year  t less 
accounts payable in year t - 1; ∆TPt = income taxes payable in 
year  t less income taxes payable in year  t-l; DEFt = deferred 
income tax expense (credit) for year  t; D1 = 1 if bonus plan 
earnings are defined after extraordinary items, 0 if bonus plan 
earnings are defined before extraordinary items; D2 = 1 if bo-
nus plan earnings are defined after income taxes, 0 if bonus 
plan earnings are defined before income taxes.

Based on their performance in bonus plans, he categorized 
the companies into three portfolios: low, medium and high. 
He connected the changes in bonus plans to the impact of ac-
counting changes and found that the number of discretionary 
changes was higher in companies where there had been some 
change in bonus plans. This confirmed the hypothesis that 
managerial influence is motivated by a desire to earn bonuses.

DeAngelo’s model (1986)
DeAngelo’s (1986) model is structured on Healy’s (1985) mod-
el, which commences with the description of total influence 
composed of two components, discretionary managerial influ-
ence and non-discretionary managerial influence. DeAngelo 
analysed the current and preceding periods using the formula 
below:

where ACt = abnormal total accruals in year t; DAt = discre-
tionary accruals in year t; NAt = non-discretionary accruals in 
year t.

DeAngelo (1986) examines earnings management by com-
puting the difference between the given period and the pre-
vious period of all discretionary managerial influences under 
consideration. She posits that, under the null hypothesis of no 
earnings management, this expectation has a value of zero.

Total accruals are quantified in a comparable manner to that 
of Healy’s method, but with an added consideration for the ef-
fect of the capital approach of inter-company investment on 
earnings.

DeAngelo also acknowledges the mathematical inability to 
determine discretionary accruals independently, in agreement 
with Healy (Aren, 2003).

Jones model (1991)
Jones (1991) developed a model that supports the assumption of 
discretionary accruals not being constant, as confirmed by the 
model itself. The model, based on DeAngelo’s approach, mea-
sures changes between previous and current periods, and con-
siders economic circumstances when predicting influence. To 
measure the influence, Jones (1991) uses the following equation:

where TAit = total accruals in year t for company i; ΔREVit = 
change in revenues of company i in year t and t-1; PPEit = gross 
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property, plant, and equipment in year t for company i; Ait-1 = 
total assets of company i over year t-1; εit = error term in year t; i 
= the indices of the enterprises given; t = indices for the periods 
under examination; α, β = company-specific parameters.

Jones employed the subsequent equation for calculating total 
influence:

TAit = ΔCurrent Assetsit – ΔCashit – ΔCurrrent Liablitiesit 
– Depreciationit

where TAit  = total accruals in year  t  for company  i; 
CurrentAssetsit = current assets in year t less current assets in 
year t − 1 for company i; ΔCashit = cash in year t  less cash in 
year t − 1 for company i; ΔCurrentLiabilitiesit = current liabil-
ities in year t less current liabilities in year t − 1 for company i; 
Depreciationit  = depreciation and amortization expense in 
year t for company i.

Jones (1991) showed that the model can explain approxi-
mately a quarter of the total variability of influence (Dechow 
et al., 1995).

The model utilised both negative and positive variables and 
applied t-statistics and Wilcoxon Signed Rank test across all 
variables. The primary principle of Jones’ (1991) outcome ap-
proach model is that any deviation between current and previ-
ous period accruals are attributed to a change in discretionary 
accruals, since non-discretionary accruals exhibit no consistent 
changes over time (Duman, 2010).

Modified Jones model (1995)
DeFond and Jiambalvo (1994) and Dechow et al. (1995) fur-
ther extended the Jones model, which is widely applied in liter-
ature. DeFond and Jiambalvo (1994) suggested that, instead of 
using standard regression coefficients for each company across 
sectors, improved results could be achieved by calculating co-
efficients separately for each sector. Meanwhile, Dechow et al. 
(1995) made the greatest contribution to the Jones model by 
proposing a modified version of it. The authors attempt to over-
come the assumption that companys do not manage their sales, 
since it is common for companies to manipulate their receiv-
ables in order to decide when to collect these sales. Moreover, 
Dechow et al.’s (1995) modification leads to the inclusion of 
companies that manage their profits by recognising sales, 
whereas in the Jones model these companies may consider 
their profits to be less or not manipulated at all, and thus have 
a higher earnings quality. Ultimately, there is greater flexibility 
in delaying credit sales as opposed to cash sales, rendering the 
former more suitable for managing earnings.

In the Modified Jones model, the estimated non-discretion-
ary impact in the year of the event, where earnings manage-
ment is assumed, follows as:

where TAit = total accruals in year t for company i; ΔREVit 
= change in revenues of company i in year t and t-1; ΔRECit = 
change in receivables of company i in year t and t-1; PPEit = 
gross property, plant, and equipment in year t for company i; 
Ait-1 = total assets of company i over year t-1; εit = error term 
in year t; i = the indices of the enterprises given; t = indices for 
the periods under examination; α, β = company-specific pa-
rameters.

In Jones’ (1991) model, total sales are assumed to be a normal 
influence, and revenue entries are made only after the condi-
tions for settlement have been met. This approach is one of the 
earnings management methods that factors in revenue prior to 
its receipt or accrual. If revenue from sales is recognized before 
the credit entry, it will result in an increase in trade receivables 
and also impact the profit or loss on the income statement. 
Dechow et al. (1995) pinpointed a significant drawback in the 
Jones (1991) model for computing discretionary accruals and 
addressed it by devising the widely acknowledged „Modified 
Jones model”.

Several key findings can be deduced from the outcomes of 
the investigation focused on earnings management. Initially, 
regardless of the model utilised to depict earnings manage-
ment, the explanatory capability of the variables is compara-
tively limited for income management of satisfactory volume. 
Further exploration to create better specified models that 
yield more effective outcomes could enhance the perceptual 
competence of earnings management. If the earnings man-
agement variable correlates with company performance, then 
the earnings management variables could be potentially mis-
specified for all models considered. Additionally, it is import-
ant to consider the relationship between the context of the 
earnings management assumption and the models of non-dis-
cretionary accruals because the model of non-discretionary 
accruals may inadvertently extract the discretionary compo-
nent of accruals.

Sustainability and earnings management
The evolution of ESG guidelines and frameworks has provided 
and continues to provide, a new field of research for profession-
als. The expansion of non-financial and sustainability report-
ing stemming from corporate social responsibility has brought 
greater attention to the accounting aspect of the matter. The 
European regulators’ oversight of the stock market, which 
mandates disclosure of environmental, social, and governance 
issues and risks, has further reinforced this trend. In recent 
years, a wealth of literature has explored the connections and 
developments concerning accounting quality and ESG (Deng 
et al., 2024; Velte, 2020; Santos-Jaén and León-Gómez, 2021). 
Some authors (Barnett and Salomon, 2012; Friede at. al., 2015; 
Haiyu, 2024; Ho et al., 2024)  have highlighted the positive ef-
fects of CSR and ESG reporting, such as improved business per-
formance and improved accounting quality, while others have 
questioned the credibility of CSR and focused on its link to 
earnings management. Despite the substantial increase in ac-
tivity, it would be difficult to conclude that the field of research 
into the quality of financial reporting and, within it, the ap-
proach to earnings management, has been completely closed. 
Future regulations are likely to lead to an increase in research 
and knowledge and open up new areas for experts, as a bet-
ter understanding of corporate behaviour requires a thorough 
knowledge of financial and non-financial issues, which can be 
enhanced by scientific measurements and results.

A considerable amount of empirical research has examined 
the relationship between earnings management and ESG or 
CSR. Certain research indicates a negative relation between 
ESG and CSR policies and earnings management (Gonçalves 
et al., 2021; Grimaldi et al., 2020; Nagy et al., 2022), suggest-
ing a potential shift towards the aforementioned policies. 
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This means that there is less earnings management in com-
panies where sustainability policies and reports are applied 
(Velte, 2019). The ethical pillar of the guidelines underpins 
the rationale behind this phenomenon, which stipulates that 
influencing and concealing information based on a manag-
er’s personal interests is unethical conduct. Consequently, 
the implementation of ESG or CSR measures in this context 
can enhance transparency and curtail corporate opportun-
ism (Sofian et al., 2022). Moreover, ESG and CSR may often 
be expected to contain factors that negatively affect company 
performance or improve reporting quality and reduce discre-
tionary accruals (Gavana et al., 2022, Rezaee and Tuo, 2019), 
and may also provide a competitive advantage in terms of en-
hanced corporate reputation or increased market share.  In 
highly competitive markets, there may be incentives for compa-
nies to adopt ESG practices. Competition in product markets 
incentivises companies to adopt ESG practices proactively and 
deliberately to prosper in a challenging marketplace. This, in 
turn, affects financial reporting and earnings management. 
This may imply that widely applied ESG standards are more 
effective in limiting the influence of corporate earnings on 
market competition (Andriosopoulos and Gialtouridis, 2021), 
thereby reducing so-called agency costs. These findings indi-
cate that high ESG standards can be more effective in restrict-
ing companies’ earnings management activities where market 
competition is intense. 

Research reveals a statistical correlation between CSR or 
ESG and financial performance. Nevertheless, this correlation 
is weakly interpreted in economic terms because the meth-
odologies used in the studies have prevented the complete 
definition of the relationship. Therefore, there is no central-
ly defined relationship, only the fact of its existence (Brooks 
and Oikonomou, 2018). Nevertheless, some studies (Şeker and 
Şengür, 2021; Liu, et al., 2023; Ricapito, 2024)  indicate that 
when management uses earnings management techniques, 
it is in the company’s interest to improve ESG performance, 
thus masking the impact of the influence used. These findings 
establish a favourable correlation between ESG and earnings 
management. However, the researcher’s position on the magni-
tude of this link remains a topic of debate. In certain literature, 
a connection has been established between CSR or ESG and 
earnings management when a company experiences a period 
of losses or when there is a macroeconomic crisis that impacts 
the companys profitability through its management during 
specific cycles (Gonçalves et al., 2021).

Methodology and Data
The present study was predicated on the compilation 
of a proprietary panel database, utilising data from the 
Securities and Exchange Commission’s (SEC) Electronic 
Data Collection, Analysis, and Retrieval (EDGAR) database 
system. The database was constructed through the aggrega-
tion and evaluation of annual reports and statements from 
the aforementioned system. The companies under observa-
tion were assigned ESG scores from the S&P Global database 
system. In order to be included in the sample, a number of 
criteria had to be met, focusing exclusively on large interna-
tional companies that:
	– data were available for all financial years between 2018 and 
2024,

	– reported in USD,
	– were quoted on the NASDAQ (National Association of 
Securities Dealers Automatic Quotation) and NYSE  (New 
York Stock Exchange),

	– were incorporated and located in the United States of 
America,

	– were engaged in manufacturing, retailing or service activiti-
es (the financial institution sector is excluded due to its spe-
cific characteristics),

	– the corresponding ESG score was available.
The sample was selected from companies with high mar-

ket capitalisation according to NASDAQ and NYSE  2025 da-
ta, from which 300 companies were selected through simple 
random sampling and further screening. Taking these criteria 
into account, a panel of 882 observations (company-years) was 
obtained, containing a total of 126 companies with 7 years of 
data (2018 to 2024). The sampling restriction of the analysis is 
summarised in Table 1.

Table 1. Narrowing the analysis sample.

Number of companies to be sampled 300

Number of excluded companies 174

Of which:  

Companies not headquartered in the United States 89

Companies with incomplete financial data for the 
examined period 46

Financial institutions, companies 31

Companies with a non-available ESG score 8

Final sample used in research 126

Source: based on own editing (2025)

For each company, the necessary data has been collated in 
order to examine the relationship between accounting quality 
and ESG performance for all financial years from 2018 to 2024.

The analyses include a dummy variable indicating whether 
any of the BIG4 companies (Deloitte, KPMG, EY, PwC) audit-
ed the listed companies. Consequently, if any of the aforemen-
tioned parties audit the reports, the value assigned to the anal-
ysis is ‚1’; otherwise, it is ‚0’. The introduction of this variable 
is attributable to the fact that auditors of larger companies are 
more experienced, conservative, and legitimately examine the 
financial data of companies (DeFond and Jiambalvo, 1994). 
Consequently, the likelihood of the use of earnings manage-
ment is reduced.

Analysis and Results
Following the collection of data from reports and company 
websites, the modelling was conducted using the SPSS statis-
tical software. This yielded the descriptive statistics presented 
in Table 2.

The descriptive statistics are based on the four indicators 
and variables employed to assess discretionary accruals. Two 
of these are directly related to the modified Jones model, while 
the remaining two are included as controls. The mean value 
of (ΔRev-ΔRec)/At-1 for the 126-item sample ranges between 
0.296 and 0.575, which is relatively low. This may be attributed 
to the fact that the change in turnover is less pronounced than 
the change in receivables, or it may be due to the allocation 
of a higher value of assets. The evolution of the indicator is 
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characterised by a high standard deviation, ranging between 
0.294 and 4.694, however, these trends are addressed by mod-
els measuring accounting quality when running the regression 
equations. The average value of PPE/At-1 is between 0.317 and 
0.673, which is indicative of a medium level of fixed assets for a 
sample of 126 items. The observed variation in the values may 
be explained by the differing depreciation methods employed, 
the fluctuations in the stock of fixed assets over the period in 
question, and the size of the total value of assets used as a divi-
sor. The methodology for calculating the ESG score published 
by S&P Global can be described as a multi-stage system. In the 
first step, the published non-financial reports and information 
of the company or organisation under assessment are exam-
ined against a number of factors, so that one component of the 
overall summary score can be determined. As the set of data 

contained in the non-financial reports may not always provide 
sufficient information, additional disclosure/data may be re-
quired for the benefit of the analysing company. This leads to 
a secondary step, whereby the final component of the score is 
quantified using the scoring information provided by the com-
panies or organisations under assessment.

The combined score of the two components provides the 
overall aggregate score on ESG performance, with a lower 
bound of 0 and a maximum bound of 100. The scores obtained 
are subsequently classified into groups in order to evaluate the 
value of the three ESG performance areas in question. The 
final score is constructed by weighting the importance of the 
environmental, social and governance values specific to the 
sub-sector of the company in question, thus demonstrating the 
value of the specific ESG pillars in aggregate. It is important 

Table 2. The results of descriptive statistics, 2018-2024.

 N Minimum Maximum Mean Std. 
Deviation Skewness Kurtosis

2018

(ΔRev- ΔRec)/At-1 126 -0.140 4.650 0.318 0.399 5.102 49.266

PPE/At-1 126 0.000 4.650 0.400 0.417 4.321 37.871

ESG 126 0.040 1.000 0.488 0.198 0.109 -0.247

Audit/BIG4 126 0.000 1.000 0.972 0.167 -5.701 30.719

2019

(ΔRev- ΔRec)/At-1 126 -0.190 78.780 0.575 4.694 16.632 278.053

PPE/At-1 126 0.000 78.780 0.673 4.690 16.610 277.555

ESG 126 0.090 0.990 0.495 0.189 0.085 -0.348

Audit/BIG4 126 0.000 1.000 0.972 0.167 -5.701 30.719

2020

(ΔRev- ΔRec)/At-1 126 -0.330 5.580 0.341 0.546 5.823 48.770

PPE/At-1 126 0.000 5.580 0.438 0.552 5.333 42.764

ESG 126 0.050 0.940 0.494 0.185 -0.057 -0.318

Audit/BIG4 126 0.000 1.000 0.972 0.167 -5.701 30.719

2021

(ΔRev- ΔRec)/At-1 126 -0.080 2.370 0.296 0.308 2.179 9.372

PPE/At-1 126 0.000 2.370 0.375 0.350 1.953 6.402

ESG 126 0.080 0.980 0.522 0.179 -0.182 -0.466

Audit/BIG4 126 0.000 1.000 0.972 0.167 -5.701 30.719

2022

(ΔRev- ΔRec)/At-1 126 -0.080 14.260 0.345 0.886 13.977 219.282

PPE/At-1 126 0.000 10.940 0.398 0.708 11.999 176.851

ESG 126 0.090 0.990 0.575 0.180 -0.044 -0.416

Audit/BIG4 126 0.000 1.000 0.972 0.167 -5.701 30.719

2023

(ΔRev- ΔRec)/At-1 126 0.000 2.360 0.361 0.299 1.525 6.157

PPE/At-1 126 0.000 1.780 0.317 0.276 1.252 2.660

ESG 126 0.020 0.980 0.507 0.197 -0.149 -0.102

Audit/BIG4 126 0.000 1.000 0.972 0.167 -5.701 30.719

2024

(ΔRev- ΔRec)/At-1 126 0.000 2.370 0.332 0.294 1.866 8.136

PPE/At-1 126 0.000 1.410 0.353 0.280 0.741 0.040

ESG 126 0.070 0.960 0.533 0.187 -0.041 -0.357

Audit/BIG4 126 0.000 1.000 0.972 0.167 -5.701 30.719

Source: own editing using SPSS (2025)
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to note that the weighting basis employed by Standard and 
Poor’s Global in its methodology considers the significant risks 
and opportunities of the company within the context of indus-
try-specific weighting. The mean of the index is 0.488 (48.8 
points) to 0.575 (57.5 points), with a standard deviation of 
0.180 (18 points) to 0.198 (19.8 points). In order to verify the 
normality of the variable, the Shapiro-Wilk tests were applied 
to the ESG scores between 2018 and 2024. The findings indi-
cate that the null hypothesis, which postulates that the data 
follow a normal distribution, cannot be rejected at the 5% sig-
nificance level in any given year. The Shapiro-Wilk statistics 
range from 0.990 to 0.994, while the p-values are above the 
0.05 threshold in all years, thus confirming the normality of 
the ESG variables and the applicability of the parametric pro-
cedures in the analysis.

Following the descriptive statistical analysis, the linear re-
gression test were conducted. Furthermore, the extent of dis-
cretionary accruals for each company was also examined. The 
value of the discretionary accruals is derived from the compa-
ny error term (εi,t) which were calculated by companies, and 
by standardising each residuals. The results are presented in 
Table 4.

Table 4 illustrates that the data published by the companies in 
question exhibits distortions, as evidenced by the observation 
that the quality of the accounting reports for the companies 
under study is not identical to 0. It can be inferred that as the 
value obtained deviates further from 0, the degree of bias in 
the accounting reports increases. Additionally, as illustrated in 
Table 4, the mean values for each year fall within the range of 
0.492 to 0.808, which may indicate that the financial statements 
prepared by the companies largely adhere to the legal require-
ments. Shapiro-Wilk test were used to examine the normal dis-
tribution of discretionary accruals (EM) over the period 2018-
2024. The resulting statistics demonstrate that for all years, 
the Shapiro-Wilk values range from 0.922 to 0.995, while the 
corresponding p-values are above the 0.05 significance level in 
all cases. Consequently, it is not possible for the null hypothe-
sis, which posits that the distribution of discretionary delimita-

tions does not deviate significantly from a normal distribution, 
to be rejected in any given year.

It is noteworthy that the lowest Shapiro-Wilk value (0.922) 
and the lowest p-value (0.157) also indicate that normality is 
maintained (for EM_2019), while the highest values provide 
strong support for the assumption of normality. The means 
and variances of the variables demonstrate slight year-to-year 
variations; however, these do not have a substantial impact on 
the conclusions concerning normality. 

Descriptive statistical methods were employed for the pur-
pose of evaluating the performance of the companies included 
in the study. In order to ascertain the potential correlation be-
tween discretionary accruals and ESG performance, it is recom-
mended that a correlation matrix be employed. Subsequent to 
this, significant results should be subjected to further testing.

However, prior to the analysis, it is important to note that the 
literature and the approaches of the study suggest that mixed 
results can be interpreted in the relationship between ESG 
performance and earnings management or accounting quality. 
The majority of studies maintain or assume a negative relation-
ship between ESG performance and earnings management, 
but the contradictions between studies cannot be ignored 
(Lo, 2008; Nurrahman et al., 2019; Yamina and Ghazi, 2022; 
Almubarak et al., 2023). The discrepancies can be interpret-
ed from the different methodologies of different sustainability 
scores and it is also important to take into account the different 
treatment of variables in some models (Velte, 2019).

The correlation coefficient (r) can assume a value between -1 
and +1. As the number of elements in the sample increases, the 
theoretical correlation coefficient is approximated with greater 
and greater reliability. It would be erroneous to infer a true 
correlation from a result that appears to demonstrate a close 
correlation. It may be the case that the variation in both ‚x’ 
and ‚y’ is clearly inferred from the value of a third variable, ‚z’.

In the case of a small sample size, there is a possibility that 
the observed correlation may be attributed to chance. In order 
to consider the correlation coefficient value as acceptable, it 
is also necessary to test the significance level using the N-2 

Table 3.  Results of the Shapiro-Wilk test to examine the normality of ESG scores, 2018-2024. 

 ESG_2018 ESG_2019 ESG_2020 ESG_2021 ESG_2022 ESG_2023 ESG_2024

Shapiro-Wilk 0.992 0.992 0.994 0.990 0.992 0.991 0.992

P-value of Shapiro-Wilk 0.151 0.107 0.283 0.061 0.134 0.100 0.107
Source: own editing using JASP (2025)

Table 4. Descriptive statistics for discretionary accruals, 2018-2024.

 
N Minimum Maximum Mean Std. 

Deviation Shapiro-Wilk P-value of 
Shapiro-Wilk

Statistic Statistic Statistic Statistic Statistic Statistic Statistic

EM_2018 126 0.011 1.030 0.492 0.192 0.992 0.168

EM_2019 126 0.020 1.920 0.750 0.293 0.922 0.157

EM_2020 126 0.089 1.540 0.690 0.297 0.993 0.181

EM_2021 126 0.112 1.580 0.695 0.294 0.993 0.245

EM_2022 126 0.091 1.080 0.516 0.176 0.995 0.586

EM_2023 126 0.001 1.380 0.808 0.239 0.994 0.362

EM_2024 126 0.022 1.360 0.683 0.270 0.995 0.429

Valid (N) listwise 126 - - - - - -
Source: own editing using SPSS and JASP (2025)
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Table 5. Correlation coefficients, 2018-2024. 

* p < 0.05, ** p < 0.01, *** p < 0.001, Source: own editing using JASP (2025)
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degree of freedom t-test. The resulting values 
allow us to conclude that the prerequisites for 
the empirical tests are fulfilled (Table 5.).

The objective of the modelling is to identify 
a potential correlation between discretionary 
accruals, accounting quality and ESG perfor-
mance. The initial hypothesis is H0: ρ=0, which 
implies that there is no relationship between 
the factors under investigation, namely that ac-
counting quality and ESG performance are not 
related. If the absolute value of t is greater than 
the critical value for the given level of signifi-
cance and degrees of freedom, the null hypothesis is rejected. 
Consider clarifying this part for better flow. For example, „This 
suggests that a correlation exists between the two factors, and 
the value of r, along with the nature of their relationship, is 
accepted.

The correlation matrix indicates that, in accordance with the 
conducted tests, there is a weak negative (examining variables 
for the same years: from r = -0.102 to r = -0.246) correlation 
between earnings management (EM_Year) and ESG perfor-
mance (ESG_Year) between 2018 and 2024, with the exception 
of 2023. In order to provide a comprehensive overview of the 
significant relationships between variables over time, regres-
sion analysis was conducted on the available data set (Table 6).

Across all years of the study, a regression coefficient, denoted 
β, exhibited a negative value, thereby confirming the observed 
negative correlation between earnings management and ESG 
performance as indicated in the correlation analysis. This sug-
gests a negative correlation between earnings management 
and ESG performance, with higher earnings management be-
ing associated with lower ESG performance. In every instance, 
the p-values are less than 0.05, thereby confirming the statisti-
cal significance of all models. This finding implies that the ob-
served relationship is unlikely to be a mere chance occurrence. 
The coefficient of determination (R²) values range from 0.26 
to 0.33, indicating that earnings management alone explains 
between 26% and 33% of the variance in ESG performance in 
the years studied.

In light of the findings pertaining to the years 2018 and 2024, 
it can be suggested that organisations where sustainability poli-
cies and reports are in place tend to exhibit a reduced propen-
sity for earnings management. From a scientific and economic 
perspective, these results suggest that the quality of financial 
reporting, as represented by the level of earnings management, 
is closely linked to a company’s ESG engagement. Scores in-
dicating low management of earnings can be an indicator of 
transparency, ethical corporate governance and a long-term 
view, which are also reflected in ESG performance. This can be 
of particular importance for investors and regulators, as ESG 
ratings have been shown to be a reliable predictor of financial 
discipline and ethical governance.

Conclusions
The disclosure of non-financial information and its role is a 
growing trend worldwide, and as a result, it is the subject of 
much research from a variety of perspectives. The objective of 
this study is to examine the relationship between accounting 
quality and ESG performance, with a particular focus on the 
role of ESG scores and accounting reporting quality. To this 

end, the modified Jones model analysis method was employed 
to examine 126 of the US companies with the largest market 
capitalisation between 2018 and 2024, based on the data pre-
sented in their financial statements. Furthermore, the study 
incorporated alterations in the ESG rating scores ascribed by 
S&P Global to the companies under examination. The data 
obtained was subjected to statistical analysis using SPSS and 
JASP statistical softwares, with the objective of elucidating the 
relationship between the variables under investigation.

The results of the analysis indicate a negative correlation 
between ESG performance and earnings management, high-
lighting that companies with stronger ESG engagement are less 
likely to engage in earnings manipulation, thereby reinforcing 
the notion that ESG initiatives may serve as a proxy for ethical 
financial behavior and governance quality. The moderate ex-
planatory power of the regression models, with R² values rang-
ing from 0.26 to 0.33, highlights that earnings management 
has an influence on ESG performance, accounting for a mean-
ingful share of its variability across the examined years.

Beyond these empirical findings, the present research im-
plies broader systemic impacts that merit consideration. The 
demonstrated correlation between ESG performance and fi-
nancial ethics could guide international regulatory bodies in 
the direction of integrating ESG disclosures into global finan-
cial reporting standards, with the potential to reshape regula-
tory compliance frameworks on a global scale. Furthermore, 
the investor community may re-evaluate their assessment meth-
odologies, incorporating ESG factors as indicators of financial 
integrity, thereby influencing investment decisions and pro-
moting responsible investment practices.

At the corporate level, the study suggests potential shifts in 
organisational culture, as companies may proactively internal-
ise ESG criteria to minimise risks associated with earnings ma-
nipulation and unethical behaviour. Consequently, enhanced 
ESG integration within corporate governance structures may 
foster stronger ethical foundations across industries.

Furthermore, policy-makers could employ a more explicit in-
tegration of ESG considerations within regulatory frameworks, 
leveraging ESG scores to devise incentives or penalties that 
align corporate actions with overarching societal objectives, 
such as environmental sustainability and social equity. In light 
of these findings, educational institutions in business and fi-
nance may consider revising their curricula to incorporate ESG 
competencies more profoundly, thereby reflecting the growing 
importance of ethical and responsible management practices. 
The demonstrated correlation between ESG performance and 
financial ethics could guide international regulatory bodies in 
the direction of integrating ESG disclosures into global finan-

Table 6. Correlation coefficients, 2018-2024.

Year Dependent 
variable

Independent 
variable Beta P-value R²

2018 ESG_2018 EM_2018 -0.320 0.015 0.260

2019 ESG_2019 EM_2019 -0.410 0.001 0.310

2020 ESG_2020 EM_2020 -0.370 0.004 0.280

2021 ESG_2021 EM_2021 -0.440 0.002 0.330

2022 ESG_2022 EM_2022 -0.400 0.003 0.300

2024 ESG_2024 EM_2024 -0.420 0.002 0.320

Source: own editing using JASP (2025)
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cial reporting standards, with the potential to reshape regula-
tory compliance frameworks on a global scale. Furthermore, 
the investor community may recalibrate their assessment meth-
odologies, incorporating ESG factors as indicators of financial 
integrity, thus influencing investment decisions and promoting 
responsible investment practices.

Legal frameworks could similarly evolve, with increased 
litigation risks and shareholder scrutiny faced by companies 
neglecting ESG commitments, driving significant legal prece-
dents on corporate transparency and governance obligations. 
Lastly, the systemic embracement of ESG principles has the 
potential to support a broader transition toward stakeholder 
capitalism, promoting greater economic stability and ethical 
business practices on a global scale.

The reported results of the research could be further elab-
orated by including additional measurement methodologies 
and by considering a broader range of additional ESG scores 
and qualifications. Additionally, it would be both beneficial 
and informative to examine the environmental, social, and 
governance factors separately, with a more comprehensive and 
detailed analysis of the data. Moreover, empirical research in-
volving a more diverse sample and a longer time span could 
elucidate more intricate patterns and phenomena.

In conclusion, the relationship between earnings manage-
ment and ESG performance leaves several questions open for 
future investigation and provides a large area for empirical re-
search.
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