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EFFECTS OF AUDITING ON COMPANY PERFORMANCE AND
SUSTAINABLE DEVELOPMENT
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Abstract. The purpose of this study is to adopt a sustainability-focused approach
to present the contributions of auditing to company performance and sustainable
economic, environmental, social and administrative development. The research
created a correlation data analysis study by analyzing the purpose of auditing
company performance and sustainability development benefits. The research
examined audit frequency, audit quality, sustainability reports, and audit reports. In
order to evaluate the relationship between company performance and sustainability
indicators, documents such as audit reports and sustainability reports of companies
were analyzed, and the obtained data supported how audit processes work.

The general findings of the study are that auditing provides confidence to
stakeholders in the field of activity, efficiency in the financial field, transparency
in error reduction, and sustainable development. This provides not only financial
evaluation but also environmental and social interaction as a whole, and can help
in the formation of future strategies and the achievement of goals. In addition, the
participation of competent people who are experts in environmental and social
structure in their fields in the audit team will produce more efficient results. According
to the research, auditing is the most important bridge for business development
and sustainable development. Auditing increases not only the performance of the
business but also its reputation. Thus, more importance will be given to sustainable
development goals, and future studies will be contributed. In the proper functioning
of this structure within the audit, time management, planning that foresees the
appropriateness of the standards used, audit frequency, audit quality, and risk
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determinations will contribute to creating awareness in society about environment,
culture, and management.
Keywords: Sustainability, Auditing, Company Performance, Development
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Annorauusi. byn 3eprreydiH MakcaThl — KOMIAHUSHBIH >KYMBICHIHA JKOHE
TYPaKThl SKOHOMHKAJIBIK, SKOJIOTHSUIBIK, QJIEYMETTIK JKOHE OKIMILIIK AaMyFa ayIauT-
TiH KOCKaH YJIeCiH KOpCeTy YIUiH TYPaKThUIBIKKA OaFbITTaIFaH TOCLII KaObuiaay.

3epTTey KOMIIAaHUSHBIH OHIMIUTII MEH TYPaKThl JaMyAbIH apThIKIIBUIBIKTaPbIH
TEKCepy MaKCaThIH Tanjay apKbUIbl KOPPEISIHUIBIK ACPEKTEpAl Tangay 3epTTeyin
xacaipl. 3epTTey OapbIChIHOA aylWTTiH >KHUIIri, ayAMT Camachl, TYPaKTBUIBIK
€CeNTepl JKOHE ayJUTOPIBIK €CenTep KapacThIPbUIIbl. KOMITAHUSHBIH OHIMALUIITT
MEH TYPaKTBUIBIK KOPCETKIIITepl apachlHAarbl OaijaHbICThl Oaranay YIIiH ayguT
ecenTepi MeH KOMIaHUSUIapbIH TYPAKTBUIBIK €CeNTepl CHUSKTHI Ky)KaTTap TajlaH bl
YKOHE aJIbIHFaH JIEPEKTep ayAuT MPOLECTEPiHiH Kalal >KYMBIC iICTEHTIHIH pacTabl.

3epTTeyaiH Kaimbl KOPBITBIHABUIAPBL: ayguT MYAJENi TapanTapra KbI3MET
CaJIaChIHIaFbl CEHIM/IUTIKTI, Kap Kbl CaJIaChIHaFbl THIMIUTIKTI, KaTeIepi a3alTyarbl
AIIBIKTHIKTHI JKOHE TYPAKThI IaMy/Ibl KAMTaMachl3 eTe/li. bysl KapKblIblK Oaramay sl
FaHa eMec, COHbIMEH Oipre TyTacTail anFaH/aa dKOJOTHSIIBIK JKOHE QJIEYMETTIK e3apa
opeKeTTecyli KaMTaMachl3 eTelli )KoHe Ooalak CTpaTerusiapabl KalblTacThIpyFa
KOHE MakcarTapra xeryre kemekreceni. COHBIMEH Kartap, ayiuT TOOBIHA 63
caylalapblH/a SKOJOTHSIIBIK JKOHE QJIEYMETTIK KYPBUIBIMHBIH CaparibIChl OOJbII
TaObUIATHIH KY3BIPETTI aJjaMIap/AbIH KaTbICYbl THIMAIPEK HOTHKE Oepei.

3eprreynepre colikec, ayquT OM3HECTI JaMBITy YKOHE TYPaKThl JAaMy YIIiH €H
MaHBI3/IbI KOITip OOJIIN Ta0bLIaIbl. AYIUT OU3HECTIH OHIMILIITIH FaHa eMecC, OHBIH
Oexenin ae aprreipaabl. Ocpulaiiia, TYpakThl JaMy MakcarTapblHa KeOipek MoH
Oepinesii )koHe Oojalak 3epTTeysepre yjiec KocaTbliH 0oJaibl. AYIHUT asChIHAFbI
OCBI KYPBUTBIMHBIH JYPBIC KYMBIC iCTeyiHe, TallM-MEHEeHKMEHT, TalianaHbuIaTbIH
CTaHJApTTap COUKECTIriH OOKAaWTBIH >KOCHapiay, ayauT KHUUIIri, ayOuT Camnacel
KOHE TOYEKeJJli aHbIKTay KOFaMJa KOpIIaraH OpTa, MOJICHHUET jKOHE MEHEKMEHT
TypaJibl XabapaapibIKThl KaJIbIITACTBIPYFa BIKIIAT ETEi.

Tyiiin ce3nep: TypaKThUIBIK, ayJUT, KOMIIAHUSIHBIH OHIMILIIT, AaMy.
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AnHoTtanusi. llenpio JaHHOTO HCCIENOBaHUS SIBISIETCS TPUHITHE TOAXOJA,
OpPHEHTHPOBAHHOTO HAa YCTOWYMBOCTB, JUIS TIPEICTABICHUS BKJIAla ayiuTa B
3(G(EeKTUBHOCTh KOMIIAHUHW W YCTOWYMBOE HSKOHOMHYECKOE, JKOJIOTHYECKOE,
COLIMANIbHOE U aIMHHUCTPATUBHOE pa3BUTHE. VcclienoBaHne co3/1a10 UCCIIeJOBaHHE
aHaJ3a KOPPEJSIIMOHHBIX JAHHBIX, TPOAHATU3UPOBAB 1EJTb ayanTa 3Q(HEKTHBHOCTH
KOMIIAaHWU W TPEUMYIIECTBA YCTOHUMBOrO pa3BuTus. lccienoBaHue wH3ydao
YacTOTY ayJuTa, KaueCTBO ayJUTa, OTYECThI 00 YCTOWYNBOM Pa3BUTHHU U ayTUTOPCKHUE
oT4eThl. YTOOBI OIICHUTH CBS3b MEXTY 3P(PEKTUBHOCTBIO KOMITAHUH 1 TTOKa3aTeIsIMH
YCTOWYMBOCTH, OBUTM TNPOAHATU3UPOBAHBI TaKUE TOKYMEHTHI, KaK ayIUTOPCKHUE
OTYETHl M OTYETHI 00 YCTOMYMBOM pa3BUTHM KOMIIAaHHMH, ¥ TOJYYCHHBIC AHHBIC
MOATBEPINIIH, KaK PadOTAIOT TPOLIECCHI ayInTa.

OOuire BBIBOIIBI UCCIIEIOBAHUS 3AKITIOYAIOTCS B TOM, YTO ayJUT 00eCIIeunBaeT
YBEPEHHOCTh 3aHHTEPECOBAHHBIX CTOPOH B cdepe nesTenbHOCTH, 3(Q(HEeKTHBHOCTD
B (uHAHCOBOM cdepe, MPO3payHOCTh B COKPAIICHHWH OMIMOOK M YCTOHYHMBOM
pa3BUTHU. DTO 00ECTIEUNBACT HE TOIBKO (PMHAHCOBYIO OLICHKY, HO U 3KOJIOTHYECKOE
U COLMAIBLHOE B3aMMOJICHCTBHE B IIEJIOM M MOXET TOMOYb B (OPMHUPOBAHUH
OyayImux CTpaTeruil U MocTikeHun 1meneid. Kpome Toro, ydactre KOMIETEHTHBIX
JIIONIEH, KOTOPBIE SIBIISIFOTCS SKCIIEPTaMU B SKOJIOTUYECKON M COIIMATILHOM CTPYKType
B CBOMX 00JIacTSIX B ayIMTOPCKOM TpyMIie, fact 6onee SPPEeKTUBHBIC Pe3yIbTaThI.

CornacHo MCCIIEIOBAHUIO, ayIUT SBJSIETCS BRKHEWITMM MOCTOM JIJISl pa3BUTHS
OM3Heca M yCTOMYMBOTO Pa3BUTHsI. AYIUT TIOBBIIIAET HE TOJNBKO 3()(PEKTHBHOCTD
Ou3Heca, HO U ero permyTaruio. Takum o0pa3om, OosbIee 3HaYeHUE OyIeT MPUIaHO
LEJISIM YCTOWYHMBOTO Pa3BUTHs, U OyIyIHe MCCIEN0BaHUs OyAyT CIIOCOOCTBOBATH
stomy. [lpn Haanexamem QyHKIMOHUPOBAHUU ITOM CTPYKTYpHl B PaAMKax ay/IuTa,
yIpaBlieHHE BPEMEHEM, IIAHUPOBAHUE, KOTOPOE IMPEIyCMaTpPUBACT YMECTHOCTb
HCTIOJIb3YEeMBIX CTaH/IapTOB, YACTOTy ayluTa, KaueCTBO aylAuTa M OIpeIeeHUs
PHUCKOB, OyleT CIocoOCTBOBAaTh CO3IAHHIO OCBEIOMIICHHOCTH B oOmiectBe 00
OKpYXarollen cpesie, KyJIbType U YIpaBIeHUH.

KiioueBble cioBa: ycToH4MBOE pa3BUTHE, ayauT, SPPEKTUBHOCT KOMIIAHUH,
pas3BUTHE.
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Introduction. Sustainability is a subject that has been frequently emphasized
in recent years, and development has been achieved by setting targets. Sustainable
development has been formed as a concept for today and for future generations.
In 1987, the World Economic Development Commission (WCED) popularized
the concept of sustainable development in the Our Common Future (Brundtland)
report. This concept was defined in the Brundtland Report, which was called Our
Common Future in 1987, as follows: «Development that meets the needs of present
generations without compromising the ability of future generations to meet their
own needs» (Brutland, 1987). The concept’s effect has spread rapidly in national
and international areas and has become a fundamental element of governments,
international institutions, and commercial organizations (Mebratu, 1998, p. 494).
Accordingly, responsibilities emerge as a chain link for realizing sustainable
development. With the intensification of global competition, the formation of
environmental and social responsibilities and their contribution to sustainable
development constitute an important point. Starting with governments, businesses,
and stakeholders should not only fulfill these responsibilities but also establish
the foundations of sustainability for future generations beyond the current time.
Inspection of circuses is an important factor for this. In case of inspection, a trust
environment will be created, and sustainability will be ensured for development.
The fact that inspections are not regular and at certain intervals creates an insecure
environment for investors, creditors, and all relevant stakeholders. It will be formed.

Many studies have been conducted for sustainability, standards have been
established, and reports have been produced. It is desired to reach 2030 with the
17 Sustainable Development Goals of the United Nations. Environmental, social,
and economic development are at the forefront. The development of company
performance is important for this. To ensure this, audits are needed. A business’s
financial and non-financial transactions must be audited at certain intervals,
impartially, and in line with competent independence.

Evaluating the performance of companies only with financial reports is not
sufficient and has become more different in today’s conditions. Since environmental,
social, and administrative risks affect the continuity of companies, investors want
non-financial information and financial information from businesses (Aras &
Sarioglu, 2015).

Strategically, in sustainability, the business contributes to the system by adding
environmental and social facts to transparency, accountability, and economic
contribution (Hazarika, 2016).

One of the services that internal audit activities add value to is the assurance service.
Assurance service is defined by IIA as; It is defined as “the process of objectively
examining evidence to make an independent assessment of the institutionalization,
risk management, and internal control processes of the enterprise” (I1A, 2013).

Unlike independent auditors, internal auditors contribute to expanding these facts
by looking beyond the financial risks and tables made within the enterprise, not
only to the company’s growth but also to the environment, employees, and social
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phenomena (Deloitte, 2012, p. 2). For a sustainable economy, trusting businesses
and governments and maintaining this trust is the most important criterion. Every
passing day, investors, stakeholders, and creditors decide about the confidence level
in businesses and governments that they directly impact. These decisions are usually
based on financial information. This information is based on risks and opportunities
by using it for future issues (GRI, 2020)

Nowadays, large companies have especially started to take sustainable
development issues seriously. Only the stock return rates and dividends of companies
are no longer a priority for managers, they also include the environmental and social
dimension for sustainable development. Therefore, they have developed a social
responsibility policy, increased environmental sensitivity, and are making much
effort to show that this is done (Boeva, et al., 2021). In the regression analysis
conducted on the Effect of Independent Audit Quality on the Financial Performance
of Companies in Borsa Istanbul with 2021-2022 data in BIST 100, no statistically
significant relationship was found between independent audit quality and company
profitability rates (Cetinoglu, et al., 2023)

In the article titled Does Independent Audit Quality Affect Financial Performance?
In 2023, a panel regression analysis was conducted with 2015-2021 data, and a
negative relationship was found between audit firm size and ROE and Tobin Q. A
positive relationship was found between the number of audit committee members
and Tobin Q. (Sonmez&Sarigigek, 2023). In the analysis conducted with 2020-2021
data, the Impact of Audit Quality on Financial Reporting Quality: In the Example of
BIST Companies, it was concluded that working with large audit firms limits earnings
management, thus increasing the quality of financial reporting (Selimefendigil, 2023)

In a study on the relationship between sustainability performance and financial
performance, no statistically significant relationship was found between sustainable
financial performance and sustainability performance (Korga&Suphi, 2022).
The Effect of Audit Quality and Integrated Reporting Quality on the Financial
Performance of Companies. Integrated reports of 26 companies were analyzed, and
a positive relationship was found between audit quality and integrated reporting
quality, but no significant effect of either variable on financial performance was
detected (Peker, 2024). Kyere, M., & Ausloos, M. (2020). This study examines the
impact of good corporate governance on financial performance in non-financial
public companies in the United Kingdom. The relationships between five corporate
governance mechanisms and two financial performance indicators (ROA and Tobin’s
Q) are analyzed. The findings show that choosing the right corporate governance
mechanisms can improve the financial performance of the company.

Cesarone, F., Martino, M.L., Ricca, F., & Scozzari, A. (2023). This paper
addresses the impact of mismatches between ESG (Environmental, Social, and
Governance) ratings on portfolio selection in sustainable investment decisions. The
authors propose a multi-criteria portfolio selection model that takes into account
risk, return, and ESG criteria and present a comprehensive empirical analysis of this
model on real-world financial data.
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Nosratabadi, S., Pinter, G., Mosavi, A., & Semperger, S. (2020). This study
develops a framework to assess the sustainable business models of banks in Europe.
The sustainability performance of sixteen banks from eight European countries
was analyzed, and it was found that the business models of banks in Norway and
Germany were higher in terms of sustainability.

The most important criterion for companies to care about sustainability activities
is to increase the company’s market value and to provide a competitive advantage by
considering the preferences of its stakeholders (Dalgig, et al., 2018).

Internal audit is to add value to the company’s work by providing support and
managing and examining the transactions based on economic efficiency (Kog, 2022).

The study aims to examine the effects of independent auditing on the financial
and managerial performance of companies and sustainable development strategies.
It is aimed to reveal the contributions of auditing to transparency, accountability,
and long-term value creation in companies. At the same time, the guiding aspect
of auditing processes on company management is being evaluated. The main
purpose of this study is to reveal the effect of auditing reporting for sustainability
development and company performance of companies, and to evaluate the awareness
of companies on auditing in this context. In addition to the main purpose, there are
also sub-objectives determined in the study. One of the targeted sub-objectives is
to reveal whether there is a significant difference in income, profitability, equity,
and asset return for both sustainable development criteria, such as carbon footprint,
energy efficiency, social responsibility projects and employee satisfaction, and
business performance. Another sub-objective is to reveal the frequency and quality
of independent auditing. In line with the objectives, the effects of sustainability
reports and company performance in terms of preparing for the future with auditing
have been examined. In addition, this study seeks an answer to the following basic
research question: How and to what extent do independent auditing practices affect
company performance and sustainable development policies? In addition to this
basic question, sub-questions are also addressed.

-Do auditing processes cause a significant change in the company’s financial
performance indicators?

-Does auditing have a guiding effect on sustainability-oriented corporate
strategies?

-What is the effect of audit quality on investor confidence and stakeholder
relations?

A literature review on auditing in terms of business performance and sustainable
development will explain the impact of auditing on company performance and what
needs to be done to contribute to development with sustainability.

Materials and methods

The research aims to test the effect of independent audit quality and frequency
on company performance and sustainable development. When the studies in the
literature on independent audit quality are examined, it is seen that independent
audit quality is addressed according to various criteria. However, there is not enough
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research on audit frequency. In this study, independent audit frequency will also affect
performance. The official websites and independent audit reports of the companies
to be included in the scope of the research were used. Both the companies’ websites
and sustainability reports were examined one by one and determined with the audit
report. The data were summarized and converted into a table according to the criteria
for having an audit report using the Microsoft Excel program. Table 1 includes the
criteria for 3 different data. This analysis was done in Tables 2 and 3.

In this study, the quantitative research method was adopted. In line with the main
purpose of the research, the relationships between company performance, audit
activities, and sustainable development were examined through statistical analysis.
The effect of independent auditing on the financial performance indicators and
sustainability practices of companies was analyzed using the relational screening
model. In the data analysis process, analyses were performed using multiple
regression analysis, correlation test, and Pearson correlation coefficient.

The data set was collected from 25 independent audit reports of companies
operating between 2020 and 2023. The following sources were used while creating
the database.

- Public disclosure form on KAP Independent audit reports, activity reports, and
sustainability statements of companies

- Corporate sustainability reports and websites of relevant companies

Companies included in the research were selected based on the accessibility and
comparability of their financial data. A general sampling model was created.

The analysis method was used to test audit quality, company performance, and
sustainability using the correlation method. The main question of the research, which
aims to evaluate the awareness of companies regarding the audit of sustainability
reports and audit reports published by them for auditing, is: The impact of companies
on sustainable development through auditing. The main purpose of the research and
the sub-research questions determined are as follows.

1-Does the number of times an audit report is prepared in a year make a difference
in the impact factor?

2-What are the bases on which the audit is based?

3-Does it show a significant difference according to the preferred criteria (audit
frequency and audit quality)?

Table 1. Variables

Company Performance Sustainability Audit

Revenue: Total annual Carbon Footprint: CO2 Audit Frequency: Number of

revenue (million dollars). emissions per ton. internal and external audits per year.

Profitability: Net profit rate Energy Efficiency: Energy Inspection Quality: Number of

(percentage). efficiency used (between significant errors detected during
1-100). the inspection process (low number

indicates high quality).

ROE (Return on Equity): The | Social Responsibility

return the company makes on | Projects: Number of social

its equity. responsibility activities carried
out annually.
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ROA (Return on Assets): The | Employee Satisfaction:
returns companies make from | Employee comfort as a
their assets. percentage.

Compiled independently by the author

Table 1 shows variables based on company reports. For company performance,
total annual income, net profit rate achieved by the company, ROE equity return,
and ROA asset return.

For sustainability, CO, emissions per ton were selected for carbon footprint, energy
efficiency used for energy efficiency, the number of social responsibility activities
carried out annually for social responsibility projects, and employee comfort for
employee satisfaction. For audit, Audit Frequency is the number of audits during the
year, audit quality is the number of errors detected during the audit process. Each
variable was determined to show the benefit of auditing on company performance
and sustainability. Using these variables, the effects of auditing on sustainable
development and company performance were compared. The obtained data reveal
the effects of auditing on company performance and sustainable development, with
the results obtained through audit frequency, audit quality, and error count. According
to these data, the data was analyzed in line with Tables 2 and 3 for the audit to create
value and create impact in both areas. The aim here is to show the effects of auditing.

Table 2. Data

Reve- Carbon Social |Emp- .

Com- | nue :;i’lﬁty ROE |ROA | Foot- ff‘f‘ifrgy Respon- loyepe ?;‘e‘zf Audit

Pany |(M (%) (%) |(%) |Print ciency sibi!ity S.atisfac- uency Quality
$) (Tonnes) Projects | tion (%)

A 800 |14 17 11 600 80 6 80 4 1

B 650 |11 14 9 750 68 5 75 3 2

C 550 |8 10 6 1000 70 4 78 1 5

D 500 |9 11 7 900 85 5 80 2 3

E 450 |8 9 6 1100 65 3 70 2 4

Compiled independently by the author

The data in Table 2 shows the values selected for each company. The figures for
the revenues of the companies (A, B, C, D, E) are given for M $, the percentage rate
for profitability, ROE the percentage of the company’s return from equity, ROA the
percentage of the company’s return from its assets, Carbon Footprint the amount of
CO, emissions per ton, Energy Efficiency a score between 1 and 100 on scales showing
how energy use efficiency is, the number of social responsibility activities carried
out annually for Social Responsibility Projects, the percentage rate of employee
satisfaction, the frequency of audits indicates the number of audits carried out by
the companies during the year and the number of significant errors detected in audits
within the audit quality. In the above data, a profitability of 14 percent was achieved
for company A on an income of 800 M $. While its return on equity was 17 percent,
its profit from its assets was 11 percent. Again, the carbon footprint for company
A is the amount of emissions per ton. It is 600. Energy efficiency is expressed as
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80 out of 100. During the year, 6 projects were created and contributed to social
responsibility projects. It is seen that the necessary sensitivities are considered in
employee satisfaction, and the expression that the employee is satisfied is 80 percent.
It shows that the audit is carried out four times a year in Company A, that there is
1 error detection in the audit quality, and that the best result is obtained. The low
number of errors proves that it is transparent and reliable to its stakeholders both
inside and outside.

Hypotheses and findings based on the analysis in Table 2:

HI1: As the frequency of audits in companies increases, financial performance
indicators also increase.

Company A: Highest audit frequency (4), highest income (800 MS$), highest
profitability (14%), highest ROE (17%), ROA (11%)

Company E: Audit frequency (2), Lowest income (450 M), low profitability (8%),
low ROE (9%), low ROA (6%),

Finding: A positive relationship was observed between audit frequency and
financial indicators (income, profitability, ROE, ROA). As the number of audits
increases, financial success also increases.

H2: High audit quality reduces internal control errors in companies and creates a
more accurate and sustainable structure.

Company E: Audit quality 4 (highest), audit frequency low (2), sustainability
indicators (carbon footprint high, energy efficiency low)

Company A: Audit quality 1 (lowest), sustainability scores good (high energy
efficiency, low carbon footprint)

Finding: Sustainability indicators are not always better in companies with high
audit quality. This can be explained by the fact that high-quality audits detect more
problems.

H3: Carbon footprint decreases as energy efficiency increases.

Company A: Energy efficiency 80, carbon footprint 600 tons

Company E: Energy efficiency 65, carbon footprint 1100 tons

Finding: There is an inversely proportional relationship between energy efficiency
and carbon footprint. Carbon emissions decrease as energy efficiency increases.

H4: Social responsibility projects and employee satisfaction are related to
sustainability and internal audit.

Company A: Social responsibility = 6, satisfaction = 80%, audit frequency = 4

Company E: Social responsibility = 3, satisfaction = 70%, audit frequency = 2

Finding: As audit frequency increases, social responsibility and employee
satisfaction rates also increase.

This shows that auditing is effective not only on financial but also on social
sustainability
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Table 3. Correlation matrix of company performance, sustainability, and audit indicators

Income | Profi- |ROE |ROA |Car- |Ener- |Social Emp- |Audit .
o Audit
tability bon |gy Respon- |loyee |Freq- Quali-
Foot- |Effi- |sibility |Satis- |uency ¢
print |ciency | Project |faction y
Income |1 0,954 10,969 [0,948 [-0,943|0,282 |0,838 0,504 0,822 |[-0,798
Profita- | 0,954 1 0,989 (0,995 |-0,962|0,381 |0,860 0,442 10,946 |-0,930
bility
ROE 0,969 0,989 1 0,994 |-0,988 0,381 |0,898 0,496 10,912 |-0,918
ROA 0,948 10,995 0,994 |1 -0.9750,361 |0,870 0,426 0,951 |[-0,948
Carbon |-0,943 |-0,962 |-0,988 |-0,975]1 -0.467 |-0,949 -0,584 |-0,872 (0,915
Foot-
print
Energy |0,282 {0,381 0,381 (0,361 |-0,467|1 0,701 0,845 0,278 |-0,428
Effi-
ciency
Social 0,838 10,860 0,898 |0,870 |-0,949(0,701 |1 0,790 0,731 |0,832
Respon-
sibility
Project
Emp- 0,504 |0,442 0,496 (0,426 |-0,584|0,845 |0,790 1 0,197 1-0,337
loyee
Satis-
faction
Audit 0,822 0,946 0,912 |0,951 |-0,872(0,278 |0,731 0,197 |1 -0,971
Freq-
uency
Audit -0,798 [-0,930 [-0,918 [-0,948 (0,915 [-0,428 |-0,832 -0,337 |-0,971 |1
Quality
Compiled independently by the author.

In forming the values in the correlation analysis in Table 3, the calculations were
made using the Pearson Correlation Coefficient Formula for two variables, X and Y,
using the Pearson correlation coefficient.

The operations are listed as follows.

1-The average values of both variables are found.

2-The differences are found by subtracting the results of the averages from the
variable values.

3-The numerator is created by adding the products of the differences. The deno-
minator is found by adding the differences’ squares and taking the factors’ square

root (3 (Xi = X)(Yi — Y
SXi—X)2 - Y (Yi—Y)2

Here:

Xi and Yi are the values of two variables.

The average of the values of the variables X™ and Y~
> [represents the total over all data points]
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4-The result of the numerator and denominator is the Pearson correlation
coefficient.

A result of +1 indicates that there is a strong positive relationship between the
two variables, and -1 indicates a strong negative relationship. As the correlation
coefficient approaches 0, the strength of the relationship weakens, and zero indicates
that there is no linear relationship between the two variables. As a result of these
operations, the values in Table 3 above are formed. This reveals the negative or
positive situation between the two variables. The results for values between +1 and
-1 in the correlation analysis are as follows:

-There are high positive developments between Revenue, Profitability, ROE, and
ROA. For example, there is a strong relationship of 0,948 between Revenue and
ROA.

Negative developments are observed between the Carbon Footprint and company
performance. For example, a high negative relationship of -0.988 exists between
Carbon Footprint and ROE. As the carbon footprint increases, income decreases,
which increases costs.

Sustainability improvements, such as Energy Efficiency and Responsible Social
Projects, generally show low positive performance with company performance. There
is a result of 0.282 between Energy Efficiency and Revenue. As energy efficiency
increases, profitability progresses positively. Social responsibility projects also tend
to increase ROE. As seen in Table 3, it is 0.898. It is seen that employee satisfaction
and ROA have a positive relationship.

-In terms of audit frequency, when audits are continuous, although there is a
negative effect on carbon footprint and audit quality, all other variables show a
positive result. There is a high positive correlation in Revenue (0.822), Profitability
(0.946), ROE (0.912), ROA (0.951), and Social responsibility (0.731). It is observed
that audits are carried out frequently in these companies with a high correlation.
However, since there is a low positive correlation in audit frequency between energy
efficiency (0.278) and employee satisfaction (0.197), the frequency of audits does
not affect these two criteria.

-Audit Quality has low or negative signs with company performance and other
variables. If we look at the relationship between audit quality and other variables,
there is a negative relationship with income, with-0.798, and as income increases,
a decrease in quality is observed. In the analysis calculated with profitability as-
0.930, it can be thought that audit quality is not detailed in profitable companies.
According to ROE (-0.918) and ROA (-0.948), the reason for the negative view
may be that auditing is not emphasized. In the carbon footprint (0.915), it is seen
that companies are more sensitive about the environment and that they perform
their audits better and give positive results. In energy (0.428), it is seen that a
medium level of attention is paid. It can be thought that those who carry out social
responsibility (0.832) activities are less focused on audit quality. There is a low
negative correlation in employee satisfaction (0.337). Audit quality is low in large
companies where employees are satisfied. It can be thought that the quality decreases
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as the frequency of audits (-0.971) increases, and the frequency increases, and audits
are ignored. Therefore, there is an inverse proportion between audit quality and
frequent audits. Above is a correlation analysis showing the relationships between
auditing business performance and sustainability change in the study. In the analysis,
negative and positive situations emerged at values between +1 and-1. This visually
reveals more clearly how companies will be shaped and which variables will shape
how auditing benefits sustainable development.

While audit frequency and quality positively affect business performance,
financial reporting, and social investments, they negatively affect carbon footprint
and audit quality as costs increase.

The study developed the following hypotheses and findings to measure the
relationship between auditing and company financial performance and the benefits
provided by the above-mentioned companies to sustainable development.

HI1: Audit frequency and quality increase sustainability indicators.

Audit Frequency & Social Responsibility: 0.731 — Strong positive relationship

Audit Frequency & Employee Satisfaction: 0.197 — Weak relationship

Audit Frequency & Energy Efficiency: 0.278 — Weak relationship

Audit Quality & Social Responsibility: -0.832 — Strong negative relationship

Audit Quality & Employee Satisfaction: -0.337 — Weak/medium negative
relationship

Audit Quality & Energy Efficiency: -0.428 — Moderate negative relationship

Finding: Audit frequency has a positive effect on sustainability, especially in
social responsibility. However, audit quality may have an unexpected negative
correlation, indicating that high-quality audits reveal more problems and that the
company’s performance is lower.

H2: Auditing increases financial performance.

Audit Frequency & Profitability: r = 0.946 — Very strong positive relationship

Audit Frequency & ROE: r=0.912 — Very strong positive relationship

Audit Frequency & ROA: r=0.951 — Very strong positive relationship

Audit Quality & Profitability: r = -0.930 — Very strong negative relationship

Audit Quality & ROE: r =-0.918 — Very strong negative relationship

Audit Quality & ROA: r =-0.948 — Very strong negative relationship

Finding: Audit frequency is strongly related to financial performance. However,
a high negative correlation in audit quality may indicate that as the quality of audits
increases, more errors or deficiencies are detected, thus making the current situation
look bad.

H3: Carbon footprint decreases as energy efficiency increases.

0.467 — Moderate negative correlation

Finding: There is a significant, moderate negative relationship between energy
efficiency and carbon footprint. In other words, as energy efficiency increases, the
carbon footprint tends to decrease.

General Findings: Audit frequency contributes positively to both sustainability
and the financial performance of companies. Audit quality, on the other hand, shows

351



Bulletin the National academy of sciences of the Republic of Kazakhstan

a negative relationship in most indicators, which can be interpreted as “high-quality
audits cause more problems”. Energy efficiency is effective in reducing carbon
emissions.

Purpose In this study, the effects of audit frequency and audit quality of companies
on financial performance (revenue, profitability, ROE, ROA) and sustainability
indicators (carbon footprint, energy efficiency, social responsibility projects, and
employee satisfaction) were analyzed.

Data Set Audit, financial and sustainability indicators of five different companies
were compared; correlation analyses were performed.

As a result, audit frequency is an important factor in increasing company
performance and has positive effects on both financial and sustainability indicators.
Audit quality, on the other hand, has a seemingly negative relationship, as it enables
the current situation to be presented more accurately and critically. Energy efficiency
is an important factor for environmental sustainability.

Results

This study examined the relationship between the effects of auditing on business
performance and sustainable development. Auditing is the most important tool for
ensuring the business’s performance and contributing to sustainability. Businesses
will benefit from sustainable development by laying the foundations of the future
with accurate and effective audits. To evaluate sustainability performance more
comprehensively and objectively, internal auditing should be effective in coordination,
and this should be supported by external auditing and controlled independently. At
this point, the most fundamental factor in the sustainable success of companies
is the monitoring of company activities and processes, their auditing, and taking
the necessary precautions on time, depending on the results. In this respect, the
sustainability of companies and internal auditing issues are working significantly,
while internal auditing provides healthy data for sustainability indicators on the
one hand, it also assures the sustainable performance of companies on the other
hand. In addition, business performance has become mandatory to comply with
the environmental and social structure, which is one of the targets of sustainable
development, to gain investors who are no longer only focused on profit today.
Auditing is not only the general decision-making of the business but also the impact of
these decisions on business efficiency, the results of financial performance, and their
social and environmental impacts. In addition, an auditing approach that considers
sustainable development goals increases businesses’ competitiveness and supports
their long-term success. Auditing helps businesses fulfill their environmental and
social responsibilities and reinforces stakeholder trust. As a result, the contributions of
auditing to increasing business performance and achieving sustainable development
goals are an important phenomenon for today’s businesses. In this context, it is
sustainable for businesses to attach more importance to auditing processes and
continuously improve these audits regarding economic, environmental, and social
aspects. The contribution of auditing to business performance provides confidence to
investors and creditors who need financial statements, and it reduces the possibility
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of error in internal control, thus improving internal control and creating institutional
processes. These positive developments also provide opportunities for sustainable
development. Thus, by adopting sustainable principles, businesses reduce risks by
having stable financial results in the future, increase competitive advantage and social
reputation, and increase employee productivity and motivation. Future research will
support a more in-depth examination of the effects of auditing methods and practices
on sustainable development and increase knowledge.

Discussions

Auditing affects business performance. It helps to find errors in the business and
eliminate them early, increasing efficiency. It reveals deficiencies related to incorrect
calculations, irregularities, and errors with financial analysis, thus enabling the
business to make the right decisions. This ensures the trust of investors, creditors,
and other stakeholders regarding the business.

The benefits of auditing on sustainable development, environmental sustainability
also support evaluating the business’s environmental policies, making arrangements
about the necessary measures, and gaining a reputation in the market by being
environmentally friendly. social sustainability, whether businesses fulfill their social
responsibilities, is evaluated. Auditing determines the deficiencies in this area and
supports the business regarding the responsibilities needed to increase the welfare
of employees and society. Management analyzes the strategic plans made in the
management and conducts audits to ensure continuity in sustainable development in
the long term.

This study suggests that there should be a connection between sustainability and
firm performance. Audits reveal this necessity. Auditing is important not only in
organizing businesses’ financial data but also in achieving their sustainability goals.
In this context, the effectiveness of auditing processes enables businesses to make
healthier decisions in line with their strategic goals. However, discussions on the
contributions of auditing to business performance also include various dimensions.

Therefore, the fact that auditing processes increase transparency and provide
accountability strengthens businesses’ relationships with their stakeholders. This
helps to increase consumer confidence, especially in the areas of environmental and
social responsibility. However, the effectiveness of audit mechanisms depends on
the implementation process and the organizational culture. Failure to carry out the
necessary procedures against the audit process within the company and the lack of
this culture in the company may prevent proper, impartial auditing. Including audit
continuity in the business culture should be seen as an opportunity for the company
because it increases the competitiveness and reputation of the company, along with
financial performance. As a result, the effects of auditing on business performance and
sustainable development have a multifaceted structure. Considering this process as
an opportunity rather than an obligation, businesses will help them gain a competitive
advantage, create social benefits, and be environmentally sensitive. Future studies
will examine the effects of auditing practices on sustainable development in more
depth and increase the knowledge in this area.
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Conclusion

There must be supervision to ensure sustainability in the work. For sustainable
development, the company should first make decisions that will contribute to the
environment and society, while its performance activities are for profit. For this
to happen, transparent, accurate, consistent, and independent auditing is needed.
Establishing this culture in companies should be mandatory, and the state should
introduce deterrent laws. Therefore, investors will be able to look to the future with
confidence by making the right decisions for the economic, environmental, and
social development they want to make. This will also allow investments to be made
on-site. Thus, the company will provide stability and continuity in its performance,
and today’s correct transactions will benefit the company in the future. Therefore, to
put it into practice, the audit should not only audit the financial statements but also
diversify the audit by sharing information from people related to the environment and
society. The result will be more successful if environmental, social, and economic
events are evaluated by meeting at a common point from a multi-perspective. The
formation of different units will contribute to society and accelerate sustainable
development in terms of reputation, branding, risk reduction, and making timely and
correct decisions.

The effect of company performance on auditing affects the audit quality in
companies with high-performance financial reporting. For this reason, auditing
should be done more meticulously in companies with high performance. It will
cause the auditing process to proceed more regularly and help the auditors reduce
the risk of error. Thus, it will ensure that the auditing uses time effectively. Auditing
time will decrease, the process will be faster, and the scope will progress with more
standard reports.

Future development plans will create a complex structure regarding auditing
and processes for achieving the targets. Auditing should focus on developing
the technological infrastructure, expanding auditing processes, ensuring that
development projects comply with the legislation, and prioritizing risk detection.

The effect of management decisions on auditing is very important and directly
affects the auditing to obtain correct results. Wrong decisions taken by management
may increase the risk of error in auditing. Large investment decisions also expand
the scope of auditing. Risk management should pay attention to internal control,
whether management decisions in financial reporting provide the necessary control
mechanisms; auditors should pay attention to compliance with standards, error and
fraud risk, and meticulousness. In this way, the audit is affected by increasingly
complex global events. This effect will be reflected in the audit, and it needs to
be updated and constantly renewed in terms of using technological resources
and expanding the planning area against errors and fraud in determining risky
situations within the company. The audit should not only examine and audit the
company’s performance in sustainable development but also include environmental
and social factors in external factors in the audit planning, create awareness, and
raise awareness in society. It should include expert teams (such as environmental
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engineers, social experts, software developers, etc.) and exchange ideas. In this way,
the audit is not limited to financial reporting only. However, a conscious structure
is also created in social and environmental issues that are important in sustainable
global development.
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