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Competencies of Apparatus and Internal Control System
Effect on The quality of Financial Statement Information
and Good Governance

Ibrahim Ahmad, Mahfudnurnajamuddin, Masdar Mas’ud, and Suriyanti

Abstract @ne purpose of this study was to analyze the
effect of the competencies of the apparatus and internal control
systems on the quality of fi ial statement information and
good governance. The study®®as conducted at the Makassar
City Government. population in this study was 44
Indonesian: Regiona®/orking Unit (SKPD) in the Makassar
City Government consisting of 687 people, and a sample 68
respondents were obtained through the Slovin formula®ata
from the questionnaire were analyzed using the Structural
Equation Model using AMOS 18. The results found that the
overall variables studied were apparatus competence Q
internal control systems both directly and indirectly ha
positive and significant effect on the quality of financial
statement information and good governance in the City

overnment Makassar. The dominant direct effect is the

ternal control system on the quality of financial statement
information and good governance in the I\Wssar City
Government. The dominant indirect effect is®e internal
control system through the quality of financial statement
information on good governance in the Makassar City
Government.

Index Ter Competencies, good governance, internal
control syster:mllity of financial statement information

I. INTRODUCTION

Assessing the quality of information on government
financial statements is important and is needed to determine
the use and utilization of budget allocations used by the
government in carrying out development activities.
Therefore, the government always carries out internal
financial management to produce reliable quality financial
information and makes it easy for the Indonesia preme
Audit Board (BPK) to assess government “financial
management activities. The results of the examination of the
Supreme Audit Board (BPK) on the Financial Statements of
Local Governments (LKPD) throughout Indonesia showed
that there are still many local governments that have not
obtained a Fair Opinion without Exception (WTP) opinion.
In the 2019 reporting year, the BPK recorded that only 58%
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or 312 LKPDs received WTP opinions. Meanwhile, other
LKPDs were recorded as obtaining fair opinions with an
exception (WDP) of 187 LKPDs, Not Expressing Opinion
(TMP) of 30 LKPDs, and there were still 4 LKPDs that
obtained unfair opinions (TW).

This illustrates the improvements achieved by local
government entities in presenting a fair financial report in
accordance with applicable principles. BPK's evaluation
results show that LKPD who obtain WTP and WDP
opinions generally have adequate internal control. The
LKPD who obtained TW and TMP opinions requires
gnprovements in internal control, as mandated in Act

umber 17 of 2003 concerning State Finances, where the
Regional Government is obliged to implement accrual-based
accounting in the presentation of &ll financial statements.
Accrual-based financial statementS®&re intended to provide
better benefits for stakeholders.

BP udit Results for Makassar City Government to
realize¥¥he implementation of accrual-based Government
Accounting Standards (SAP) that still have several problems
including: (1) regulatory and policy related to the
implementation of accrual-based SAP has not been fully
implemented properly, (2) analysis of HR needs financial,
asset and information technology —managers and
inspectorates as LKPD reviewers are inadequate, according
to their competencies, and (3) in terms of technology
management, the city government has not conducted an
accrual-based application system analysis, and local
governments have not made plans and cﬁucted periodic
evaluations of the system the application iS%n improving the
quality of financial statement information and realizing good
governance in the government. Based on the phenomenon of
the application of good governance produced local
governments is influenced by the competence the
apparatus, internal control systems and the quality of
financial statement information.

The application of good governance, influenced by the
competence of the financial apparatus, the internal control
system and the quality of financial statement information in
carrying out various activities related to the preparation,
reporting, evaluation and evaluation of financial
management activities [1]. Considering the importance of
financial management, it is necessary to have a substantive
understanding in looking at issues related to financial
management to examine in detail the influggce of
competencies of the financial management apparatu$®nd the
application of internal control systems to the quality of
financial statement information in order to realize the good
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governance of the Makassar City Government.
Phenomenon that needs to be observed in the past five
years (2015-2019), the results of the Makassar City

overnment's financial reports that have not provided
aality financial statement information, in this case the
financial statements that reach the target despite the
expected BPK WTP assessment above realization 90%
Government financial repories that are reported annually
from 2015 to 2019 are base the results of the financial
statement assessment of each Regignal Work Unit (SKPD)
with measurements that refer tcﬁovernment Regulation
Number 71 of 2010 concerning Government Accounting
Standards as a reference in assessing quality financial
statement information that is understandable, reliable,
relevant, timely, consistent and comparable. LKPD is a form
of local government accountability report to public demands
for regional financial management for one fiscal year. In

eparing financial reports, local governments must follow
Qe Government Accounting Standards (SAP) regulated in
Government Regulation No. 71 of 2010.

The purpose of this jgato make it more accountable and
the more necessary ality of financial statement
information. The realization of the financial performance of
the Makassar City Government has experienced ups and
downs. In 2015 the percentage of realization of financial
statements with a percentage of 85.54% decreased in 2016
to 83.19%, then increased in 2017 to 86.46% and in 2018
amounted to 87.82%, and in 2019 the realization of financial
statements showed a percentage of 86.39%. Overall, it has
not yet reached the{ﬂ)/o realization to be assessed as a PAP,
so the assessmen the quality of information on the
financial statements of the Makassar City Government is
WDP.

The description above shows the gap or gap about the
quality of financial statement information that is still WDP,
it is necessary to apply the theory of accountability or
accountability theory proposed Gordon (2018: 66) that
accountability is the core innproving the quality of
information from financial reporting by improving the
quality characteristics of information financial statements to
be easily understood, reliable, relevant, timely, consistent
and compakable. This has become a reference standard for
assessing'®e quality of government financial statement
information in accordance with Government Regulation No.
71 of 201QmFor this reason, support is needed from the
application good governance in the management of
government financial statements.

The low quality of information on financial statements of
the organization in the Makassar City Government in
relation to the implementation of the assessment of good
governance has not shown supporting synergy in realizing
good governance.

The facts show that dueQ the quality of financial
statement information that is in line with the expected target,
it still cannot realize good governance. As it is known that
the quality of financial statement information is still poorly
understood, not yet reliable in preparation, not yet relevant,
not timely, and not yet consistent and cannot be compared in
any financial information provided by the government to the
public. Based on this description it becomes a fact that due
governance to the lack of good organizational, causing
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officers who are executing in the financial sectgsmare not
ready to carry out the main tasks and functions t prove
the quality of financial statement information. For this
phenomenon, it is necessary to apply the principle of good
governance as a theory gap used to overcome the problem of
gap research about good governance in the Makassar City
Government.

Governance principle theory [2] good governance is
organizational built on the basis of 9 (nine) principles to
achieve goals. The nine principles are participation, law
enforcement, transparency, responsibility, and consensus,
equality of rights, effectiveness, efficiency and
accountability. However, in the assessment of good
governance in the Makassar City Government are assessed
based on transparency, participation, accountability and
coordination. Good governance implemented by Makaggar
City Government should be based on the actualization oﬁe
principles of good governance of goo vernance or good
governance of healthy organizations t prove the quality
of government financial statement information.

Paying close attention to financial problems in the
Makassar City Government where good goverggace from
each SKPD does not support the realization omproving
the quality of financial statement information. This has
become a phenomenogmthat needs to be addressed.
Empirically the cause one quality of financial statement
information and good governance of the organization is low,
this is influenced by the low actualization of work of
executors in the financial sector who are still less competent
as an executing apparatus that n to be improved and are
still unable to implement a good®Mternal control system to
improve the quality of financial staﬁﬁnt information and
realize good governance government®improving the quality
of financial statement informajs and realizing good
governance and influenced by“e competence of the
apparatus in this case the professionalism of financial
statement managers in carrying out tasks in the financial
sector.

Empirically, in reality there are still those who are less
financially competent in carrying out and developing the
assigned tasks. Their competence is still not able to answer
various problems in the financial sec has not made
important transformations in developin&ood governance
and the quality of financial statement information, so that
there are often delays, mistakes and mismatches in various
regulations, as well as the leadership's policy in carrying out
financial sector tasks assigned. Due to the low competency
of the financial apparatus executives in the Makassar City
Government, it becomes a gap research that needs to be
given a solution in addressing theggportance of managerial
competencies that are addressed if®mfluencing the quality of
financial statement information and good governance.

Gap theory that can be used in this case is the ability
oriented theory [3] the professionalism manifested from the
ability orientation called competence. There are three
elements of the so-called KSA who build competence i.e.
knowledge, skills and attitude.

This is in accordance with the petency appraisal of
the apparatus based on Indonesiarf®&overnment Regulation
Number 101 of 2000 concerning the Education and Training
of Civil Servants, which explains the competency of the
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apparatus based on knowledge, skills and attitudes.

It is realized that the success of a government
organization in managing regional finances in this cagagthe
Makassar City Government organization is inseparablagom
the influence of thegagternal control system which gives
effect in carrying ou@ood governance and improving the
quality of financial statement information. One that needaio
be considered in conducting good governance and“®ne
quality of financial statement information is the importance
of the influence of the internal control system on the
implementation of financial reporting activities in an
organization.

The Makassar City Government's internal control system
has not yet demonstrated an integrated control system in
developing financial tasks. Found in various daily activities
of several SKPDs have not been able to carry out an
environmental control system in the form of controlling all
activities of the financial activities of agencies, there are still
many financial activities that cannot be controlled for
assessing the financial risks posed, are still low in
controlling financial activities, providing control of
information and communication that is rarely carried out
and the low level of financial monitoring activities on
various programs and activities that can be reported
properly.

As a result of internal control systems in gayeral SKPD
Makassar City Government has less influencﬁ improving
the quality of financial statement information and realizing
good governance. Overcoming the gap research relating to
internal control systems as affecting the quality of financial
statement information and good governance, it is necessary
to apply the theory of controlling activities or activity
controlling theory proposed [4] assessing financial activities
can be controlled through a control system environment, risk
assessment, information communication and monitoring

tivities. This is in accordance with Indonesian
@overnment Regulation No. 60 of 2008 concerning the
Government Internal Control System, where the control of
these actiﬁs is important internally to support the
realization good governance and the quality of
government financial statement informatigg/ The following
shows the gap or gap research about“e influence of
apparatus and system competencies internal control over the
quality of financial statement information and good
governance, in the form of research results from previous
studies.

The results of empirically research that show the
influence of apparatus competence on the quality of
financial statement information [5,6,7,8,9]. The results of
others research that show the influence of the internal
control system on the quality of financial statement
information [5,6,7,9,10,11]. The results of research that
show the influence of apparatus competence on good
governance [12,13,14,15]. The results of research that show
the influence of the internal control system on good
governance [5,8,9,12]. The results of research that show the
influence of the quality of financial statement information
on good governance [5,8,9,12,13,14]. Based on the
disclosure of factual phenomena, data, theoretical gaps and
relevant observational gaps as well as previous studies
above, researchers are interested in researching by selecting
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the title: Effect of Apparatus Competence anaqnernal
Control Systems on Information Quality of Financial
Statements and Good Governance of Makassar City
Government.

Il. PROCEDURE FOR PAPER SUBMISSION

A. Competencies of apparatus

Ability orientation theory [3] the professionalism is
manifested from the ability orientation called competence.
There are three elements of competency assessment
commonly referred to as KSA, namely knowledge, skills
and attitude. This is in accordance with thgggompetency
appraisal of the apparatus based on Indonesiaﬁovernment
Regulation Number 101 of 2000 concerning the Education
and Training of Civil Servants, which explains the
competency of the apparatus based on knowledge, skills and
attitudes.

Hi : Competence of apparatu@as a positive effect on

the quality of financial statement information

Hs : Competence of apparatus has a positive effect on
good governance
Hs : Competence of apparatus through®e quality of

financial statement information has a positive
effect on good governance

B. Internal Control Systems

Controlling activity theory [4] that assessing the quality
of financial statements can be controlled through an
environmental control system, risk assessment, information
communication and monitoring activities. Control of these

taivities is important internally to support the realization of

od governance and the qugdity of financial statement
information, which also refer Government Regulation
Number 60 Year 2008 concerning Government Internal
Control Sustems.

Hy ternal control system has a positive effect on the
quality of financial information.

Hs : Internal control system has a positive effect on
good governance

H; : The apparatus internal control system through the

quality of financial statement information has a
positive effect on the good governance

C. The quality of financial statement information

The relevant theory used is the accountability theory [1]
that accountability is the core in improving the quality of
financial statement information by making improvements to
the quality characteristics of financial statement information
so that it is easy to understand, reliable, relevant, timely,
consistent and comparable. Good Governance The
governance principle theory [2] the good governance is built
on the basis of nine principles to achieve goals. Referring to
this, the assessment of good governance in the Makassar
City Government is only assessed based on transparency,
participation, accountability and gg@rdination.

Hs : The the quality financial statement
information has a positive effect on the good
governance
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I1l. METHODOLOGY

@nis research is designed to answer the problems that
have been formulated and the objectives to be achieved and
test the hypothesis. The location of the study was conducted
at the Makassar Citie Government as the object of research
for the influence apparatus competence and internal
control systems on good governance and the quality of
government financial statement information. Research time
is scheduled for three months from January to March 2020.
There are two types of resgagch, namely quantitative and
qualitative research. Source data in this study consisted
of primary and secondary data. Data collection techniques
(instruments) used was observation, questionnaire, interview
and documentation. The population in this study was 44
SKPDs in the Makassar City Government consisting of 687
people, and a sample of 2@ respondents was obtained
through the Slovin formula®ata from the questionnaire
were analyzed using the Structural Equation Model using
AMOS 18 assistance

IV. RESEARCH FINDINGS

The theoretical model that has been built on the
hypothesis will be illustrated in a flowchart. The path
diagram will make it easier for researchers to see the
causality relationships to be tested. Estimation analysigais
done by analyzing the full-model to see the suitability oMe
model and the causality relationships built in the model
being tested. The full model is done by replacing two arrows
of cogelation with one arrow symbolizing the hypothesis
give this study. Here are the results of the full model
estimation in this study:

Fig. 1. AMOS Results

Testinge suitability of the model is evaluated through a
review of various c@ria goodness of fit. For this reason,
the first step taken i evaluate whether the data used can
meet the assumptions needed in SEM analysis. If this
assumption has been fulfilled, then the model can be tested.
Chi-Square value is 137.873 with a probability value of
0.203 (p> 0.05), including good category (FIT). GFI value
of 0.924 is more than 0.90 included in both categories (good
fit), then the value of CMIN / df of 1,103 was under 2
included in both categories (goodness of fit), a value of
0.024 RMSEA below 0.08 are included in the category good
(good fit), the AGFI value of 0.896 is below the
recommended value of 0.90 included in the category of
good enough (marginal) [16].

Furthermore, the TLI value of 0.992, CFI of 0.994 above
0.90 is included in both categories. According to Hair et al.,
(2013) suggested that none of the measures of goodness of
fit indices (GFI) can be used exclusively as a basis for
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evaluating the suitability of the whole model [17]. Thus it
can be stated that from the results of théstest, the model can
be used. This means that empirically®e influence of the
competence of parents' apparatus and internal cogggol
systems with independent learning strategies with e
quality of government financial statemenfgiaformation as a
mediator variable is fit with the theoretica®fiodel. Based on
the empirigal model proposed in this study, testing of
hypothese@m be tested ugh path coefficient testing on
structural equation models®#ypothesis testing by looking at
the value of p value, if the value of p value is less than 0.05
then the relationship between variables is significant. It also

explains the digect effect means that there is a positive

influence. TheS&st results are presented in the following

table:
TABLE I: DIRECT

Exogenous Endogenous Prob.

Quality of government

Apparatus competence financial statement 0.000
information
Quality of government

Internal control systems financial statement 0.000
information

Apparatus competence Good governance 0.003

Internal control systems Good governance 0.026

Quality of government

financial statement Good governance 0.010

information

The indirect eﬁecﬂeans that there is a positive influence
indirectly between the variables, and the total effect that is
the accumulation of direct effects and indirectly

TABLE Il: INDIRECT

Exogenous Intervening Endogenous Prob.
Apparatus Quality of
competence government 0.036
financial d
Internal control statement Good governance
systems information 0.027

Hypothesis 1 foect of apparatus competence on
information quality of government
é?ancial statements based on a
efficient value of 0.349 wisa value of
p = 0.000 <0.05. Thus can be
concluded that the competency, the
apparatus has a significant effec the
quality of government financial
statement information.
The influence of the internal control
system on the quality of information on
govergggent financial statements based
on th efficient value of 0. with a
value of p = 0.000 <0.05. ThuS®t can be
concluded that the internal control
system has a significant effect on the
quality of government financial
statement information.

Hypothesis 2
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Hypothesis 3~ The effect of apparatus competence on
good governance is bas on a
coefficient value of 0.289 witl& valygof
p = 0.003 <0.05. Thus it means thaﬁe
competence of the apparatus has a
significant effect on good governance.
The influence of the internal control
system on good governance hased on a
coefficient value of 0.243 witf®& value of
= 0.026 <0.05. Thus it means that the
ternal control system has a significant
effect on good governance.
The influence of information quality on
government financial ments on good
governance based on efficient value
of 0.276 with a vﬁ of p =0.010 <0.05.
Thus it means ¥hat the quality of
information on government financial
statements has a significant effect on
good governance.

Hypothesis 4

Hypothesis 5

One of the weaknesses of AMOS 23 compared to other
SEM programs as it lies in the insignificance of the indirect
effect. Before determining the conclusion of accepting a
hypothesis first, we need testing indirect with the help of
Sobel Test Analysis, in this study the researchers used an
online calculator with the outputs following:

Memasukkan: Statistik uji:  Std. Kesalahan:  p-nilai:
Sebuah(0250 Testangs: 209148005 | 0.05167632 | 0.0%4805
b |03% Tes Aroan: 203824569 [/0.06209999  [[0.04142551

5. [00mres Goodman: 214794562 005031785 0st71a0e
5019 | Resetal |

Fig. 2. Hg Sobel test

Menghitung

Hypothesis 6  Apparatus  competence good
governance with variablemality of
government financial statement
information as a mediating variable. The
results of the indirect effect test on the
Sobel Test with p-value testing both
sobel (0.036), Aroian (0.041), Goodman
Test (0.031) are all less than the value of
o = 5% (0.0%). Based on the three tests
the results of the indirect effeghtest of
the apparatus competency ve a
significant effect on good governance
through the quality of government
financial statement information on
hypothesis 6 accepted

Memasukkan: Statistlk uji:  Std. Kesalshan:  p-nilai:
Sebugh[0398 | Testengis:[22161844  [[006332095  |[n.026eTeee |
b Tes Aroian: 217319093 [[0.07089236  [|0.02076595 |
s_ (0093 |fesGoodman:|226183488  |[D06792185  |[D.02370761 |
s, |09 | Resetal | Menghitung |

Fig.3. H; Sobel test

Hypothesis 7 The effect oﬁtemal control systems on
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good governance with the variable
quality of government financial
statement information as mediation. The
test of results indirect effect on the Sobel
Test with p-values testing both sobel
(0.027), Aroian (0.030), Goodman Test
(0.024) all three are less than the value of
a = 5% (0.05). Based on the three S
the test results of indirect effect“®he
internal control system have a significant
effect on good governance through the

quality of government financial
statement information on hypothesis 7
accepted.

Analysis of@rect effects, indirect effects, and total
effects bgiyeen variables in the model, is used to compare
the effect™dT each variable construct. The direct effect is the
coefficient of all coefficient lines with one end of the arrow,
while the indirect effect is the effect that appears through an
intervening variable while the total effect is the effect of
various relationships.

Based on the results of the study found that there are three
findings that are incompatible with the proposed hypothesis,
namely: (1) overall the variables studied are apparatus
competengg and internal control systems both directly and
indirectl ve a positive and significant effect on the
quality of financial statement information and good
governance in the City Governmgagt Makassar; (2) the
dominant direct effect, namely thé®fternal control system
on the quality of financial statement information and good
governance in the Makassar City ernment; and (3)
indirect effect the dominant, namel e internal control
system through the quality of financial statement
information on good governance in the Makassar City
Government.

V. CONCLUSION

Qased on the analysis of the results discussion of the
study, it was concluded as follows: (1)%he competence of
the apparatus has a positive and significant effect on the
quality of the financial information of the Makassar City
Government. In general, the apparatus in each SKPD work
unit has been competent in the field of finance in preparing
financial reports to provide financial statement in ation
to the public; (2) the internal control system has Hsitive
and significant effect on the quality of information on the
Makassar City Government's financial statements. The
internal control system that is implemented is appropriate in
producing quality figancial statement information; (3)
Apparatus competencﬂs a positive and significant effect
on good governance in the Makassar City Government. This
means that the apparatus already understands their field of
work and is able to make financial reports by applying the
princi of financial statement preparation;

(4) Sternal control systems have a positive and
significant effect on good governance in the Makassar City
Government. The internal control system that is
implemented is in accordance with the principles of
management in preparing financial statements of the
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government; (5) Qe quality of financial statement
information has a positive and significant effect on good
governance in the Makassar City Government. The
actualization of the presentation of quality financial
statement information has been implemented well in
realizing good governance in ghe financial sector; (6)
apparatus competence through“®e quality of financial
statement information has a positive and significant effect
on good governance in the Makassar City Government. The
competence of the apparatus in preparing quality financial
reports contrib to good governance in the financial
sector; and (7)S¥e internal control sygtem through the
quality of financial statement informatiof®fas a positive and
significant effect on good governance in the Makassar City
Government. The internal control system that is
implemented is appropriate in the preparation of quality
financial reports in an effort to realize good governance in
the financial sector.
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