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Abstract

This article aims to prove that not only in theory but also in practice there is a linear relationship between
the internal audit effectiveness and sustainable development of enterprise. And as a result of this, a
definitive answer to the question “Whether and to what extent does internal audit affect the sustainable
development of an enterprise?” is given. Understanding the contribution of internal audit is considered as
an initial basis to make useful recommendations for improving the effectiveness of the internal audit
department as well as of the entire enterprise. In order to serve attaining these research purposes, this
article also proposes an assessment model of the internal audit effectiveness by evaluating four objectives
determined based on the Concept of Internal Control of The Committee of Sponsoring Organizations of
the Treadway Commission and the Stakeholder Theory of Edward Freeman and suggests a new
methodology for assessing the sustainable development of enterprise lean on achievement assessment of
the 17 Sustainable Development Goals of United Nations using an approach of integration between GRI
standards and The Sustainable Development Goals. The research subject is companies with state
participation in Vietnam. Research data is collected from objective sources disclosed by these enterprises
and handled with the support of SPSS Statistics.
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1. Introduction

Although more than three decades have passed since the Brundtland Report entitled “Our common
future” was released in 1987 by The World Commission on Environment and Development, the concept
of sustainable development (SD) continues to be the central topic of discussion in the scientific forums.
If at the global level the application of this concept has not brought significant results, at the enterprise
level there are some positive (Klarin, 2018). Especially when 17 sustainable development goals (SDGs)
of the United Nations (UN) become the strategic objectives of the leading enterprises, and they actively
integrate these goals into their long-term plans. However, at the present, the “3H ISSUEs”, stands for
three questions relating to sustainable development: How to achieve the SDGs? How to assess the level of
goal achievement? How to report these results?, has not yet got a proper answer with the consensus of
stakeholders. To solve the first problem “How to achieve the SDGs?” many management frameworks
such as Business Excellence Models, guidelines, and standards business, in turn, are suggested and
internal audit is one of these research directions, which have received increasing attention from scientific

community around the world..

2. Problem Statement

Internal audit is considered an effective instrument to ensure SD of enterprises because it
possesses the necessary qualities and competencies to be able to demonstrate its recognized role
(Kabashkin & Annaeva, 2010). By implementing a systematic literature review combined with inductive
logic, numerous studies have clearly shown a significant contribution of internal audit to enterprise
performance, which includes both the construction and realization of the Corporate Social Responsibility
strategies (Al-Matari et al., 2013; Dineva, 2019). Added to that, being an indispensable pillar in the
sustainability management system, as well as a factor facilitating the formation of good corporate
governance, internal audits indirectly help enterprises achieve SD strategy (Puci & Guxholli, 2018; Zou,
2019).

Besides, to increase the persuasiveness of their own judgment, many scholars have collected data
by using questionnaires and determined the correlation coefficient as well as the beta coefficient.
Research results confirmed the existence of the relationship between internal audits and the enterprise
efficiency and effectiveness (Akeem et al., 2019; Eleazer & Mark, 2021; Fatah et al., 2021; Shamsuddin
& Bakar, 2021; Yuvaraj et al., 2018), between internal audits and the quality of non-financial reporting,
such as integrated reporting and sustainability reporting (Desimone et al., 2020; Engelbrecht et al., 2018).
Apart from that, internal audit has a positive influence on the quality of corporate governance, and it also
creates added value to enterprises by helping them achieve SDGs. However, according to most Chief
Audit Executives, Chief Accountants, Board of Directors, managers, and auditors, who participated in the
research surveys, in fact, the contribution of internal audit is still limited and does not meet the
expectations of stakeholders. On the other hand, based on data collected from objective sources instead of
depending on the subjective opinion of the respondents, a number of other scholars also agree with the
statement about the important and incontrovertible role of internal audit (Liao & Ji, 2019; Mamaile, 2020;

Yuvaraj et al., 2017;).
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However, it is worth noting that at last there is still not a specific answer about the real
contribution of internal audit to the sustainable development of enterprises. Because, it is easy to realize
that the dependent variable studied by scholars is not sustainable development, but often only one of three
major aspects of sustainability, namely the economic aspect. The enterprise performance is measured by
key financial indicators, such as net profit and return on assets. Although a number of studies have
mentioned sustainable development, they only focused on the presentation and disclosure of results

relating to the implementation of those SDGs. Moreover, in some research internal audit was viewed as a

moderating variable that affected the other considered relationship (Yuvaraj et al., 2018).
3. Research Questions

Therefore, in order to convince administrators also the stakeholders that internal audit is an
effective instrument and investing in enhancing its performance is the necessary condition to achieve
sustainability, there are two issues that need to be solved:

i.  Inpractice, does internal audit affect the sustainable development of an enterprise?

ii.  To what extent is internal audit crucial for the sustainable development of an enterprise?
4. Purpose of the Study

This article aims to quantify the relationship or in other words to answer the above-mentioned
questions and to assess whether the actual contribution of internal audit is commensurate with its ability
and expectations of society. At the same time, the research results will become a prerequisite for
expanding the geographic scope and diversifying types of enterprises of following studies in order to help
stakeholders clearly understand the role of internal audit, as well as recommend new directions to
promote the strengths of internal audit as an effective instrument to ensure sustainable development of

enterprise.
5. Research Methods

The relationship between internal audit and sustainable development of the enterprise is measured
through the simple linear regression model written as the following equation:

SDE = B0 + B1 TAE + ¢, where:

SDE — Level of sustainable development of enterprise

IAE — Internal audit effectiveness

B0, B1 — Regression coefficients

Currently, relating to the evaluation of internal audit effectiveness, there is still no official
guideline having the mandatory nature of professional organizations. Consequently, there exist different
methods with the diversity of indicator systems determined based on the input, process, output, and
outcome framework (Phan, 2020). This leads to inconsistency and imprecision of evaluation results of
internal audit activities. Not only that, a lot of research homogenizes evaluation criteria belong with the
factors affecting the internal audit quality and the majority of them focus on aspects of input, process, and

output, instead of outcome one. Besides, most of the proposed evaluation models are not able to pass
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subjective barriers, because data collection techniques are mainly based on expert assessment, even if
they are used for both quantitative criteria. Therefore, building an assessment model of internal audit
effectiveness in order to eliminate the above-mentioned shortcomings is the first step in the research
process (Figure 01). Objectivity and feasibility are the two basic principles premise for the design and

choice of a suitable assessment model.

Building an Creating a Applying proposed Quantifying the
assessment model of methodology for model and relationship between

internal audit assessing sustainable methodology in internal audit and

effectiveness development practice sustainable development

Figure 1. The quantification process of the relationship between internal audit and sustainable
development

Compared with an internal audit, the sustainable development assessment of the enterprise is in the
stages of backbone formation for subsequent perfection. Therefore, there is still no official definition of
sustainable enterprise, as well as an assessment methodology considered as a generally accepted standard
for the business community. Hundreds of Socially Responsible Investment Indexes have been launched
by credit institutions or rating agencies and are viewed as the main assessment frameworks. While
choosing the standard for disclosure of non-financial information is voluntary, GRI standards become one
of the most popular guidelines applied by the business community in the world. According to the report
of the KPMG, in 2020 around three-quarters (73 %) of the world's largest 250 enterprises and two-thirds
(67 %) of the 5200 enterprises comprising the largest 100 firms in 52 countries use GRI standards (The
time has come..., 2020). At the same time, as mentioned earlier, the section “The contribution to
achieving the 17 UN SDGs” is also gradually become an indispensable component in the sustainability
report. Ignoring the incompatibility of content as well as the disclosed indicators, the non-financial
statement is really an abundant and useful data source. Therefore, to take advantage of this source
creating a methodology for assessing sustainable development of enterprise based on achievement
assessment of the 17 SDGs, instead of the economic, social, and environmental sustainability as the
previous models, becomes the next step. This methodology is founded on the idea of integration between
GRI standards and the SDGs of the United Nations.

The data for the research is collected primarily from the report system published by enterprises on
their official websites, such as financial statements, independent audit reports, annual reports, non-
financial statements, and reports of other related agencies such as state auditors, government inspectors,
tax authorities, etc. With both political and financial powers, hybrid organizations as the companies with
state participation are the government’s right-hand man to achieve sustainable development. While the
performance and contribution of these enterprises remain controversial, finding an effective instrument to

increase economic value is essential. Therefore, a sample consisting of 31 companies with state
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participation in Vietnam (N = 149) disclosing non-financial information (21 %) is chosen for applying the

proposed model and methodology in practice (Figure 02).

Telecommunication and

Construction

high-technology ™ 13% _ Electric utilities
3% 6%
Serv[i’ces Forest and paper
23% products
6%

Manufacturing
39%

Oil and gas
10%

Figure 2. The sample structure according to industry

The number of companies with state participation are defined based on data released by State
Capital and Investment Corporation, Commission for the Management of State Capital at Enterprises and
Government Portal. Finally, quantifying the relationship between internal audit and sustainable

development is implemented with the support of software IBM SPSS Statistics 20.
6. Findings

First, assessment of the internal audit effectiveness is based on the level of achievement of
objectives. Through the combination of The concept of Internal Control released by The Committee of
Sponsoring Organizations of the Treadway Commission (COSO) and Stakeholder theory of Edward
Freeman (1984) four objectives used as a framework to identify the criteria and indicators of the

assessment model are presented in detail in the figure below (Figure 03).

Ensuring compliance with the requirements of
laws, regulatory legal acts, ISO standards
Customers, suppliers, competitors, employees,
government, community

(Objective 2)

Ensuring the sufficiency and reliability of
financial and non-financial information
Owners and investors

(Objective 1) Satisfying interests of

stakeholders (Objective 3)
Ensuring the effectiveness of risk management

(Objective 4)
Ensuring continuous improvement of internal
audit activities

Board of Directors and Auditors Board of management

Figure 3. Defining internal audit objectives based on the Concept of Internal Control of COSO and the
Stakeholder Theory of Edward Freeman

The number of criteria and indicators used to assess the sufficiency and reliability of financial
statements and sustainability reports (5 criteria and 20 indicators) is more than the remaining objectives (2
criteria and 4 or 6 indicators). Therefore, the maximum converted score is 30 points, including 5 minus
points related to the impact level of incorrect information that is the basis for the auditor's opinion. The

table below shows formulas for calculating specific indicators and the rules of score conversion
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(Table 01). The total maximum score, that an effective internal audit function reaches, is 100 points, and
they are classified into four categories, respectively: [0, 59] — Poor, [60, 74] — Average, [75, 89] — Good,
[90, 100] — Excellent.
Secondly, integration between GRI standards and the UN SDGs is one of the prerequisites to help

improve the quality of non-financial information. This process aims to identify concretely “Which

indicators proposed by the GRI standards can be used to assess the achievement level of a UN SDG?”.

Table 1. Criteria and indicators for assessment of the internal audit effectiveness

Indicators Converted score
O1 — Ensuring the sufficiency and reliability of financial and non-financial
. . 30 (max)
information
O1.1 — Form of auditor’s opinion on financial statements: Unmodified
opinion (UO); Qualified opinion (QO); Adverse opinion (AO); Disclaimer 20; 15;10; 5

of opinion (DO)
01.2. The impact level of incorrect information that is the basis for the
auditor's opinion
01.2.1 — Unconfirmed assets (A)/liabilities (L)/equity (E)/profit (loss)
before taxes (PBT) to total A/L/E/PBT ratio (UR) (URa; URL; URE;
URpsT)

01.2.2 — Adjusted A/L/E/PBT to total A/L/E/PBT ratio (AR) in accordance
with the requests of third parties (ARa; ARL; ARE; ARpBT)

01.2.3 — The difference in the value of A/L/E/PBT to total A/L/E/PBT
ratio (DR) due to the application of a special state guide (DRa; DRL; DRE;
DResT)

01.3. The number of issues related to subjective and objective factors
(Nsem; Noem)

0O1.4. The number of other issues related to subjective and objective factors
(Nsom; Noom)

0O1.5. Sufficiency and reliability of sustainability report
01.5.1 The availability of sustainability report with the section
“Contribution to the achievement of the UN SDGs”/sustainability
report/EHS/CSR report/annual report with the section “Sustainable
development”; Absence of non-financial reports (ASRc; ASR; AER; AAR;
ABS)

01.5.2 Basic guidelines used for the preparation of sustainability report:
GRI Standards (Scri); Others (ISO 26000, AA1000, SASB, TCFD, IR,
etc.) (So); Absence (A)

01.5.3 The reliability of sustainability report is confirmed by: An external
audit/public organization (EA); An internal audit (IA); None of them (NO)
02 — Ensuring compliance with the requirements of laws, regulatory legal
acts, ISO standards
02.1. The number of detected offences (Npo); The number of disputes
arising with potential positive and negative results (Npp; NpN)

02.2. The number of received ISO certificates (Nrc)

O3 — Ensuring the effectiveness of risk management

03.1 Achieving established business goals: Coefficient of plan
fulfillment for at least of two criteria (CPF1; CPF2)

03.2. Rational use of capital: Provisions for impairment of financial
investments to total financial investment ratio (PFR); Provisions for
doubtful debts to total accounts receivable ratio (PDR); Missing assets to
total assets ratio (MAR); Return on financial investments (ROF) (X —
[PFR, PDR, MAR])

04 — Ensuring continuous improvement of internal audit activities
04.1. The number of unresolved issues (Nui)

04.2. The level of improvement on internal audit activities: The level of
improvement on achievement of the first, second and third internal audit
objectives (LIi; LIz; LI3), where LI = LI/LIo

(UR + AR + DR) — (4) (max)

UR = URA+URL+UREg+URpBT
(1.5) if UR = max, versa
( 1. SXUR/URmax)
AR =| ARA[t| ARL[+| ARg[+| ARpaT|
(1.5) if AR = max, versa
( 1. SXAR/ARmax)

DR = |DRa[+|DRL[+|DRE[+|DRpsr|
(1) eciu DR = max, versa
(DR/DRmax)

(Nsem x 0.7/NseMmax); (NoEm x
0.2/NoEMmax)

(Nsom x 0.08/NsoMmax); (Noom x
0.0Q/NOOMmax)

10 (max)

4;3;2;1;0

4;2;0
20 (max)

11— (1.5 x Npo) — (Nppx 0.5 + Npn)

Nrc X 9/NRCmax
25 (max)

5ifCPF>1,25x CPFif CPF <1,
0ifCPF<0

4if X =0, versa 2*(1 — X)
3 if ROF = max, 3 x ROF/ROFmax

0ifROF <0
25 (max)
13—-Nurx 1.5

if LI>1,3ifLI=1
Llecim LI< 1
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According to the GRI, each standard offers a specific topic and the corresponding number of
different indicators. In this context, several standards on different topics can be combined to disclosure
information related to one UN SDG, and conversely, one standard with a specific topic can reflect
information related to some UN SDGs. Sustainable development of enterprise is measured by the

geometric mean of the achievement level of 17 SDGs, which is calculated using the formula:

SD = "/SDG,x SDG; X ...x SDGy,, , m=1, ...,17

The achievement level of the UN SDG is the weighted arithmetic mean of converted scores
respectively of the economic, environmental and social indicators, which are the results of integration
between GRI standards and 17 UN SDGs (Table 02). The actual value of a specific indicator is converted
according to the100-points scale. Weights are determined by the percentage of indicators belonging to the

economic, environmental and social topics in the total number of indicators suggested by the GRI

standards (Table 03).

Table 2. The result of integration between GRI standards and the UN SDGs

201-1.61+2, 203-11+2, 204-1, 401-1.11+2, 413-1142, 413-21+2, 414-11+2, 414-2.11+2, 414-2.21+2, 414-2.31+2,

SDG 1+2
414-2.411
SDG 3 201-1.63, 203-13, 413-13, 413-23, 414-13, 414-2.13, 414-2.23, 414-2.33, 414-2.43, 416-1, 416-2.1, 416-
2.2,416-2.3,419-1.15, 419-1.23, 419-1.3;
SDG 4 201-1.64, 203-14, 404-1.1, 404-2, 404-3.1, 413-14, 413-24, 414-14, 414-2.14, 414-2.24, 414-2 34, 414-

2.44,419-1.14,419-1.24, 419-1.34,
201-1.6s, 202-1, 203-1s, 401-1.2, 401-1.5, 401-3.1, 401-3.3, 401-3.5, 401-3.7, 404-1.2, 404-3.2, 405-
SDG 5 1.1, 405-1.3, 405-2, 406-1.1, 413-1s, 413-2s, 414-15, 414-2.15, 414-2.25, 414-2.35, 414-2.45, 419-1.1s,
419-1.25,419-1.35
201-1.66, 203-16, 303-3.1, 303-3.2, 303-4.1, 303-4.2, 303-5.1, 303-5.2, 307-1.1¢, 307-1.26, 307-1.3¢,

SDG 6 308-16, 308-2.16, 308-2.26, 308-2.36, 308-2.46, 413-26, 419-1.16, 419-1.26, 419-1.36
SDG 7 201-1.67, 203-17, 302-1.1, 302-1.2, 302-1.3, 302-2, 302-3, 302-4, 302-5, 307-1.17, 307-1.27, 307-1.37,
308-17, 308-2.17, 308-2.27, 308-2.37, 308-2.47, 413-16, 413-17, 413-27
201-1.1,201-1.2, 201-1.3, 201-1.4, 201-1.5, 201-1.6s, 201-1.7, 201-3.1, 201-3.2, 203-1s, 401-1.4, 401-
SDG 8 2,401-3.2, 401-3.4, 401-3.6, 403-8.1, 403-8.2, 403-8.3, 403-9.1, 403-9.2, 403-9.3, 403-9.4, 403-9.5,
403-9.6, 403-10.1, 403-10.2, 403-10.3, 403-10.4, 407-1, 408-1, 409-1, 413-1g, 413-2%
SDG 9 201-1.69, 203-19, 413-19, 413-29
201-1.610, 202-2, 203-110, 205-2.2, 205-2.4, 205-2.5, 205-2.7, 205-2.8, 205-2.10, 205-2.12, 205-2.13,
SpG 10 401-1.3,401-16, 4021, 404-1.3, 404-3.3, 405-1.2, 405-1.4, 406-1.2, 406-13, 406-1.4, 410-1, 411-1.1,

411-1.2,411-1.3, 412-1, 412-2.1, 412-2.2, 412-3, 413-110, 413-210, 414-110, 414-2.110, 414-2.219, 414-
2.310, 414-2.410, 418-1.1, 418-1.2, 418-1.3, 419-1.110, 419-1.210, 419-1.310
SDG 11 201-1.611, 203111, 413-111, 413211
201-1.612, 203112, 301-1, 301-2, 301-3, 306-3, 306-4.1, 306-4.2, 306-4.3, 306-5.1, 306-5.2, 307-1.112,
307-1.212, 307-1.312, 308-112, 308-2.112, 308-2.212, 308-2.312, 308-2.412, 413112, 41321
201-1.613, 203-113, 305-1.1, 305-1.2, 305-1.3, 305-2.1, 305-2.2, 305-2.3, 305-3.1, 305-3.2, 305-3.3,
SDG 13 305-3.4, 305-4, 305-5.1, 305-5.2, 305-6, 305-7, 307-1.113, 307-1.213, 307-1.313, 308-113, 308-2.113,
308-2.213, 308-2.313, 308-2.413, 413-113, 413-213

201-1.614, 203-114, 304-3.1, 304-4.1, 307-1.114, 307-1.214, 307-1.314, 308-114, 308-2.114, 308-2.214,
308-2.314, 308-2.414, 413114, 413-214

201-1.615, 203-115, 304-3.2, 304-4.2, 307-1.115, 307-1.215, 307-1.315, 308-115, 308-2.115, 308-2.215,
308-2.315, 308-2.415, 413-115, 413-215

201-1.616, 203-116, 205-1, 205-2.1, 205-2.3, 205-2.6, 205-2.9, 205-2.11, 205-2.1, 205-3.2, 205-3.3,

SDG 16 205-3.4,206-1, 413-116, 413-216, 414-116, 414-2.116, 414-2.216, 414-2.316, 414-2.416, 417-1, 417-2.1,

417-2.2,417-2.3, 417-3.1, 417-3.2, 417-3.3, 419-1.116, 419-1.216
201-1.617, 201-4.203-117, 207-4.1, 207-4.2, 207-4.3, 413117, 413-217, 414-117, 414-2.117, 414-2.217,

SDG 12

SDG 14

SDG 15

SR 414-2.317, 414-2.417, 415-1, 419-1.117, 419-1.217, 419-1.316, 419-1.317
9 Il‘.ItOf 201-2, 203-2, 207-1, 207-2, 207-3, 303-1, 303-2, 304-1, 304-2, 306-1, 306-2, 403-1, 403-2, 403-3,
Juatiative 403-4, 403-5, 403-6, 403-7
information

Rules for abbreviation: XYZ-A.N, where:
XYZ: the GRI standard number; A — specific disclosure; N — the N™ indicator
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Result of the application of the proposed assessment model shows that the internal audit
effectiveness of 31 companies with state participation in Vietnam only reaches the average level in 2019
with the dominant proportion of enterprises rating “average — poor” (67.7 %). No enterprise is eligible to
achieve an excellent score at the time of this study. Notably, the effective level of internal audit tends to
decrease in comparison to 2018 (Figure 04). Here are the signs that the internal audit activities at

companies with state participation have not received proper attention and investment. As a consequence,

the internal audit quality has not achieved expected outcomes.

Table 3. The rule of score conversion and an approach for determining weights

Positive Negative Economic  Environmental Social Indicator
0 a* <0 0 b* >0 66 81 158 Quantity
;/g?n: a  100xbmsb b 21.64 26.56 51.80 Percentage
100 a = Amax 100 b= amin 20 30 50 Weight

Analysis of the achievement level of internal audit objectives indicates that internal auditors are
not enough good at ensuring the effectiveness of risk management and compliance with the provisions of
law, the ISO standard and the internal requirements (Figure 05). Only more than 32 % of enterprises
achieve a set of goals. At the present, risk management relating to accounts receivable as well as financial
investments is not effective. The average ratio of provisions for doubtful debts to total accounts
receivable is approximately 9 % (the largest percentage — more than 40 %) and this ratio tends to increase

gradually with growth rate of 24 % in 2019 compared to 2018.

2018 51 323 12932
2019 I 387 32.3 20.0 ol

0% 20% 40% 60% 80% 100%

m Average ®Good =Poor = Excellent

Figure 4. The level of internal audit effectiveness of companies with state participation in Vietnam for
the period 2018-2019

The average ratio of provisions for impairment of financial investments to total financial
investments reaches more than 1 % (the largest percentage reaches more than 22 %). Besides, the control
procedures designed to manage tangible assets at the companies with state participation are also not
working, because of high frequency of occurrence of damage or shortage of the property. The average
ratio of missing assets to total assets in 2019 accounted for nearly 0.3 % and increased by almost 20 %
compared to 2018. Over half of the researched enterprises lost assets without clear reasons. In particular,
most enterprises had trouble in improving the effectiveness of risk management, because the dominant

number of enterprises did not achieve the “LI3” indicator (Figure 06).
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683 67.7 645 64.0  62.0 700 724 7838

01 02 03 04

m2019 m2018

Figure 5. The achievement level of internal audit objectives of companies with state participation in
Vietnam for the period 2018-2019

Besides, the companies with state participation in Vietnam frequently arise issues related to laws
on management and use of public property and tax law than the remaining ones. The enterprises operating
in the oil and gas industry or construction usually face with disputes arising with negative results (over

60 % of the total of the disputes).

2018 2019
LIl LIl
15 30
10 20
1
LI3 LI2 L3 L2

Figure 6. The number of companies with state participation in Vietnam not improving the achievement
level of internal audit objectives for the period 2018-2019

In comparison to the total number of proposed indicators for assessing the sustainable
development of enterprise by the GRI standards, only 14 % of the indicators are selected by most
enterprises (Figure 07). These results demonstrate an actual situation of non-financial report: lack of
compatibility. Not surprisingly, when the sustainable development of companies with state participation
in Vietnam based on the achievement level of the 17 UN SDGs only reaches the “poor — fair” level with a

really low average converted score, specifically only 6 points (Figure 08).

®u GRI standards ™ Practice

Figure 7. The amount of non-financial information disclosure of companies with state participation in
Vietnam comparing to the proposed GRI standards
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Figure 8. The converted score of the achievement level of 17 UN SDGs and sustainable development of
enterprise of companies with state participation in Vietnam in 2019

The maximum converted score reaches only 29 points. In comparison with the remaining goals,
SDG 6 and SDG 8 receive much more interest of enterprises when they get better average scores.
Although, the maximum converted score are quite high (SDG 13, SDG 7, SDG 5, etc.), the average score
very low and there is the huge gap between enterprises. Most minimum converted score is equal to zero,
because of the lack of necessary information.

Therefore, the achievement level of the UN SDG 14, 15, 16 and 17 can not be determined. At the
same time, there is also reason to apply the arithmetic mean to assess the sustainable development of

enterprise, instead of the geometric mean as initially proposed methodology (Table 04).

Table 4. Converted scores on internal audit effectiveness of companies with state participation in

Vietnam
Company with o1 02 03 04 IAE Rating
state
participation 2019 2018 2017 2019 2018 2017 2019 2018 2017 2019201820192018 2019 2018
Traphaco 25 25 25 149 149 13.6 202 17.1 15.0 21.024.0 81.1 80.9 Good Good
Vinamilk 20 29 29 20 20 20 16.0 18.1 158 19.923.0 84.9 90.1 Good  Excellent

DHG Pharma 25 25 248 13.6 13.6 12.1 159 154 153 24.025.0 78.5 79.0 Good Good
Petrolimex 247 25 25 95 11 11 14.8 19.3 19.6 15.6 20.0 64.6 75.3 Average Good

Tl‘;‘}:;ﬁ‘é“g 23 21 21 174 13.6 13.6 159 15.0 19.6 25.0 19.8 81.3 69.3 Good  Average
Binh Minh Plastic 21 21 17.9 13.6 13.6 10.8 13.5 132 15.3 21.021.9 69.1 69.7 Average Average
FPT 23 23 23 149 149 149 18.7 20.9 193 19.923.0 76.5 81.7 Good Good
AnGiangPort 21 21 21 11 11 11 15.6 167 12.8 19.923.0 67.6 71.7 Average Average
VXB 208 21 21 11 123 123 12.0 16.1 142 15.621.0 59.4 704 Poor  Average
Licogi 14 141 151 11 11 95 89 152 13.1 7.1 89 409492 Poor Poor
Sabeco 23 23 229 16.1 161 14.6 154 20.6 18.7 20.725.0 75.2 847 Good Good
Domesco 21 21 21 16.1 16.1 13.6 16.6 17.9 17.7 19.9 24.0 73.7 79.0 Average Good

PetroVietham  17.3 17.8 17.1 13.6 149 124 16.5 18.8 14.6 53 12.0 52.7 63.4  Poor Average
Vietnamairlines 209 21 21 11 11 149 18.1 20.2 18.6 17.920.7 68.0 73.0 Average Average

SASCO 20.5 207 21 95 95 11 18.8 20.5 20.6 17.9 15.8 66.8 66.6 Average Average
ConstructionN.1 21 21 21 149 149 149 182 16.5 13.2 23.023.0 77.0 75.4  Good Good
36 Corporation 20.8 20.8 20.8 10 10 10 12.4 19.0 13.9 19.221.5 62.4 71.2 Average Average
EVNGENCO 3 20.8 20.1 19.7 16.1 11 123 13.0 17.5 20.9 18.7 15.7 68.7 64.4 Average Average

Southern 21 21 21 16.1 123 13.6 21.7 20.8 22.1 25.015.8 83.9 69.9 Good Average

Chemicals

PV Gas 209 21 21 11 149 149 16.5 18.6 18.4 15.623.0 64.1 77.4 Average Good
DSV 21 145 145 11 11 11 199 19.0 19.1 24.018.5 75.9 63.0 Good Average

Hanoi Toserco 21 21 21 11 11 11 23.1 20.5 23.3 23.020.9 78.1 73.4 Good Average
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Bidiphar 208 21 21 13.6 13.6 13.6 183 179 17.9 21.023.0 73.7 75.5 Average Good
ACV 20.6 209 203 9.5 9.5 95 18.0 20.6 20.6 11.918.0 59.9 68.9  Poor Average
VRG 209 21 20 149 13.6 13.6 11.4 183 154 17.1 24.0 64.3 76.9 Average Good

Vinachem 162 163 21.7 9.1 13.6 13.6 15.6 164 163 8.1 17.7 49.0 64.0 Poor Average

Vinalines 13 129 826 122 12.6 123 104 12.1 154 89 13.3 44.6 50.5 Poor Poor

Vinafor 21 209 21 123 10.8 12.3 15.1 22.0 22.7 21.7 15.8 70.0 69.5 Average Average

Vinafood2 15.8 15.6 149 123 123 123 6.8 58 9.3 24.020.6 58.9 54.3  Poor Poor
EVN 16.7 16.7 16.7 123 123 123 10.9 18.0 18.0 14.6 15.0 54.5 61.9  Poor Average
VEC 15 15 15 95 11 11 13.1 155 154 14216.5 51.8 58.0  Poor Poor
Mean 20.5 20.3 20.1 129 12.8 12.7 15.5 17.5 17.2 18.119.7 669'9 70.2 Average  Average

Table 5. Correlations
1+2 3 4 5 6 7 8 9+11 10 12 13
Pearson Correlation 1 0.337**  0.103 0.381** 0.021 0.126 0.286* -0.099 0-.086 0.213  0.229
142 Sig. (2-tailed) 0.007 0.425 0.002 0.872 0.329 0.024 0.442 0.504 0.096 0.073
N 62 62 62 62 62 62 62 62 62 62 62
Pearson Correlation 0.337*%* 1 0244 0.068 -0.017 0.160 0.323* -0.048 -0.071  0.056 0.716**
3 Sig. (2-tailed) 0.007 0.056 0.601 0.893 0213 0.010 0.713 0.581 0.665 0.000
N 62 62 62 62 62 62 62 62 62 62 62
Pearson Correlation  0.103  0.244 1 0.424** 0.078 0.115 0.011 -0.049 -0.065 -0.024 0.303*
4 Sig. (2-tailed) 0.425  0.056 0.001 0.547 0.373 0.932 0.705 0.614 0.852 0.016
N 62 62 62 62 62 62 62 62 62 62 62
Pearson Correlation 0.381*%*  0.068 0.424** 1 0.315*% 0.574** 0.233 -0.169 -0.017 0.549** 0.280*
5 Sig. (2-tailed) 0.002  0.601 0.001 0.013  0.000 0.069 0.188 0.893 0.000 0.028
N 62 62 62 62 62 62 62 62 62 62 62
Pearson Correlation  0.021 -0.017 0.078 0.315* 1 0.396** 0.016 -0.137 0.212 0.294* 0.247
6 Sig. (2-tailed) 0.872 0.893 0.547 0.013 0.001 0.903 0.289 0.098 0.020 0.053
N 62 62 62 62 62 62 62 62 62 62 62
Pearson Correlation  0.126  0.160  0.115 0.574** 0.396** 1 0.096 -0.128 -0.011 0.602** 0.606**
7 Sig. (2-tailed) 0.329 0.213  0.373  0.000 0.001 0.460 0.322 0.932 0.000 0.000
N 62 62 62 62 62 62 62 62 62 62 62
Pearson Correlation 0.286* 0.323* 0.011  0.233  0.016 0.096 1 0.195 -0.176  0.122 0.293*
8 Sig. (2-tailed) 0.024 0.010 0.932 0.069 0.903 0.460 0.129 0.172 0345 0.021
N 62 62 62 62 62 62 62 62 62 62 62
Pearson Correlation -0.099 -0.048 -0.049 -0.169 -0.137 -0.128 0.195 1 -0.087 0.022 -0.082
9+11 Sig. (2-tailed) 0.442 0.713 0.705 0.188 0.289 0.322 0.129 0.503 0.864 0.526
N 62 62 62 62 62 62 62 62 62 62 62
Pearson Correlation -0.086 -0.071 -0.065 -0.017 0.212 -0.011 -0.176 -0.087 1 -0.082 -0.071
10 Sig. (2-tailed) 0.504 0.581 0.614 0.893 0.098 0.932 0.172 0.503 0.527 0.583
N 62 62 62 62 62 62 62 62 62 62 62
Pearson Correlation  0.213  0.056 -0.024 0.549** 0.294* 0.602** 0.122 0.022 -0.082 1 0.230
12 Sig. (2-tailed) 0.096 0.665 0.852 0.000 0.020 0.000 0.345 0.864 0.527 0.072
N 62 62 62 62 62 62 62 62 62 62 62
Pearson Correlation  0.229 0.716** 0.303* 0.280*  0.247 0.606** 0.293* -0.082 -0.071  0.230 1
13 Sig. (2-tailed) 0.073  0.000 0.016 0.028 0.053 0.000 0.021 0.526 0.583 0.072
N 62 62 62 62 62 62 62 62 62 62 62
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Studying the correlation between the achievement level of the UN SDGs is the basis for the
enterprise, which want to design business plan and strategic directions in accordance with their vision and
mission. Typically, the sustainable economy is the first condition to be able to achieve environmental and
social sustainability. However, these companies with state participation struggle to improve economic
efficiency so that economic indicators affect indicators not much as expected.

The largest correlation coefficient expresses the relationship between SDG 8 and SDG 3 only

reaching 0.323 at significance level of 0.05 (Table 05). Meanwhile, the correlation coefficient between

SDG 3 and SDG 13 is pretty high (Pearson correlation = 0.72) at significance level 0.01.

Table 6. ANOVA?

Model Sum of Squares df Mean Square F Sig.
Regression 414.691 1 414.691 13.445 0.001°
1 Residual 1850.583 60 30.843
Total 2265.275 61

a. Dependent Variable: SD
b. Predictors: (Constant), IAE

Model Summary?®

Model R R Square Adjusted R Square Std. Error of the Estimate Durbin-
Watson
1 0.428° 0.183 0.169 5.55365 1.144

a. Predictors: (Constant), IAE
b. Dependent Variable: SD

Finally, using SPSS Statistics to handle data obtained from the application of proposed assessment
model of the internal audit effectiveness and methodology for evaluating sustainable development of
enterprise, the results are presented in the following tables. The Sig. of F value is equal to 0.001 (< 0.01),
therefore, the simple linear regression model is a good fit (Table 06). Adjusted R Square value is equal to
0.169, which indicates that the internal audit effectiveness decides nearly 17 % of the sustainable

development of enterprise (Table 07).

Table 7. Coefficients®
Unstandardized Standardized

Collinearity Statistics

Model Coefﬁc1e1§ttsd Coefficients ; Sig.
B ’ Beta Tolerance VIF
Error
(Constant) -8.292 4.649 -1.784  0.079
IAE 0.245 0.067 0.428 3.667 0.001 1.000 1.000

a. Dependent Variable: SD
Because the Sig. is less than 0.01, the regression coefficient of independent variable IAE is

different from zero at significance level of 0.01 and IAE has an impact on the dependent variable SDg

(Table 08). The simple standardized linear regression model initially proposed can be rewritten as
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follows: SDE = 0.428 IAE + &. Notably, the negative coefficient o can explain to the necessary role of

internal audit in helping enterprises achieve the UN SDGs in particular and sustainability in general.

7. Conclusion

Based on the research results, it can be stated definitely that there is a positive linear relationship
between the internal audit effectiveness and sustainable development of the enterprise. However, the
regression standardized coefficient and adjusted R Square value received from the data handling of a
sample consisting of 31 companies with state participation in Vietnam are lower than the original
expectations about the decision of the internal audit to business success. A part can be explained by the
ineffectiveness of the internal audit department in these enterprises at present. Consequently, its
contribution is not commensurate with the available resources, and companies with state participation
contribute insignificantly to achieving SDGs, or the sustainability of the country. Therefore, the
government, participants in corporate governance, and other stakeholders need to cooperate to research
and suggest the necessary solutions to improve the internal audit activities as well as the business
operations. And the assessment model of the internal audit effectiveness and methodology for assessing
sustainable development of enterprise proposed by this study is considered an effective instrument.

On the other hand, this study is only based on a quite small sample and the research subject is
limited to the companies with state participation in Vietnam. Besides, the lack of non-financial
information published by these enterprises is also an important factor to decide the research outcome.
Therefore, to have a correct conclusion about this relationship as well as the actual role of internal audit in
the sustainable development of enterprise, in addition to expanding the sample size, subject, geographic
scope, etc., enterprises need to properly invest in the process of non-financial information disclosure. This

study is considered a starting point and opens a new direction for the further research in the future.
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