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ARTICLE INFO  ABSTRACT 

 
This study aims to determine and analyze the influence 

of understanding of Government Accounting Standards (SAP) 
and Internal Control on the Quality of Financial Statements and 
their implications for accountability. The population in this 
study is all Regional Organization (OPD) Parigi Moutong 
District Government with deliberate sampling. PLS analysis is 
used to test both the measurement model and the structural 
model. The results showed that partially understanding of 
Government Accounting Standards and Internal Control had a 
positive and significant effect on the Quality of Financial 
Statements. While the Quality of Financial Reports also has a 
positive and significant effect on accountability. This shows 
that quality financial statements will have implications for the 
increasing accountability of an entity. 
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INTRODUCTION 

 
Changes in the government system from 

centralization to decentralization encourage the 
need for improvements in management and 
accountability, so in the current era of regional 
autonomy the regions are given the authority to 
manage and manage all government affairs 
outside the central government's affairs, this 
regional autonomy is expected to improve 
efficiency, effectiveness and accountability [8]. 

In order to assess the effectiveness of the 
implementation of the intended plan, regional 
governments need to make a report on the 
results of the implementation of the Regional 
Budget to take responsibility for the 
implementation of local government programs. 

The accountability report is one of the obligations 
of the regional government in the context of 
accountable and transparent regional financial 
management which is manifested in the form of 
financial statements. A financial report is a form 
of accountability for financial management of a 
country or region during a period [13]. Financial 
statements consist of Budget Realization 
Reports, Balance Sheets, Cash Flow Reports 
and Notes to Financial Statements. The 
preparation of the Regional Government 
Financial Reports (LPKD) above must be guided 
and based on Government Accounting 
Standards (SAP) [16]. 

Financial statements can describe the 
position and financial performance of an entity. 
the purpose of government financial reporting is 
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to resolve the decision and to show the 
accountability of the reporting entity for the 
resources entrusted to it. To create 
accountability, the financial statements submitted 
must also be of quality.[8] Local government 
financial statements are said to be of high quality 
if they fulfill 4 conditions, namely relevant, 
reliable, comparable and understandable [14].  

Human resources are the key to the success 
of an agency or company because human 
resources in an institution have a high value due 
to ability, knowledge and skills. Regarding the 
preparation of quality regional financial reports, it 
is necessary to pay attention to the quality of 
human resources involved with the preparation of 
local government financial reports, the 
preparation of regional financial reports should 
be prepared by human resources who have an 
understanding of Government Accounting 
Standards [9]. 

Another thing that can affect the quality of 
local government financial reports is the internal 
control system. If the internal controls are 
implemented efficiently and effectively, the 
resulting financial reporting will be reliable, the 
assets belonging to the region will remain safe 
and the laws and regulations will be 
implemented, creating good governance. So that 
the internal control system is one of the factors 
that affect financial reporting to be more reliable 
[1]. The internal control system has a function to 
provide adequate confidence in achieving 
effectiveness and efficiency in the accounting 
process, especially in creating the reliability of 
financial statements. So that the implementation 
of an internal control system can improve 
reliability, objectivity of information, prevent 
inconsistencies and facilitate the financial 
statement audit process. The better the 
government internal control system, the better 
the quality of the financial reports produced by 
the government [7]. The elements of internal 
control consist of the control environment, risk 
assessment, control activities, information and 
communication and monitoring [15]. 

Understanding of accounting standards and 
internal controls affects the quality of financial 
statements. With the understanding of 
government accounting standards and internal 
controls can reduce the level of errors in 
calculations and save time in the process of 
preparation. Thus it is expected that the resulting 
financial statements can meet the information 
expected and be able to improve the quality of 
results and the availability of timely financial 
reports [18]. 

This study aims to determine and analyze the 
influence of understanding of Government 
Accounting Standards (SAP) and Internal Control 

on the Quality of Financial Statements and their 
implications for accountability. 

 
MATERIALS AND METHODS 

 
This study uses quantitative descriptive 

research. The population in this study were all 
Regional Organizational Organizations (OPD) in 
Parigi Moutong Regency which amounted to 50 
OPDs. Sampling uses purposive with the criteria 
for the amount of budget ceiling above 1 billion 
so that the sample in this study amounted to 33. 

 
Operational variable 
Dependent variable 

The dependent variable in this study is 
Accountability. Acutability is the realization of the 
obligation of a government agency to account for 
the successful implementation of the 
organization's mission in achieving the goals and 
objectives that have been set through periodic 
accountability [6]. 
 
Independent variable 

The independent variables in this study are: 
1. Understanding of Government Accounting 

Standards, namely an understanding of the 
principles applied in an effort to improve the 
quality of government financial reports in 
Indonesia.[3] 

2. Internal Control System, which is an integral 
process in actions and activities carried out 
continuously by the leadership and all 
employees to provide adequate confidence 
in achieving organizational goals through 
effective and efficient activities, reliability of 
financial reporting, safeguarding state 
assets, and compliance with statutory 
regulations legislation [15]. 

 
Intervening variable 

Intervening variables are variables that affect 
between dependent variables into indirect 
relationships.[5] The intervening variable in this 
study is the quality of financial statements.  
 
Data analysis 

This study uses data analysis using the 
Partial Least Square (PLS) method. PLS is a 
method of solving structural equation modeling 
(SEM), which in this case (according to research 
purposes) is more appropriate than other SEM 
techniques such as AMOS and LISREL. The PLS 
model can be used when the basic design theory 
of the model is weak and variable indicators are 
not the norm [4]; further stated that PLS can be 
used with a large number of samples and can be 
applied to all data scales. 
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RESULTS AND DISCUSSION 
 

This study consisted of 33 respondents, from 
the results of testing the respondents showed 
that the agency had implemented SAP well this 
can be seen from the average value of the SAP 
Variable answer of 4.77. Similarly, the Internal 
Control is obtained at 4.68 and the Accountability 
variable is 4.18; as well as the quality of the 
agency's financial statements, namely an 
average of 4.07 indicating a good response from 
the respondents. 
 
Determination Coefficient of Efficiency R2  

R2 value determines the predictive strength 
of the model. WarpPLS 6.0 provides R2 for the 
dependent variable in the research model. R2 
values measure the relationship of latent 
variables (LV) in explaining variance to total 
variance. Table 1 shows R2 for each 
endogenous variable defined in the proposed 
theoretical model. 

 
Table 1 

Value’s R2 and adjusted R2 

Variable R2 Adj R2 

Quality of financial statements (KLK) 
0.350 0.307 

Accountability (AKT) 0.192 0.166 

 
Hypothesis testing 

After the validity of the structural model is 
confirmed, the next step is to assess the path of 
the proposed structural model. Figure 1 shows 
the structural model and analytical results. Each 
path corresponds to each hypothesis proposed in 
this thesis. The test of each hypothesis is 
achieved by looking at the sign, size and 
statistical significance of the path coefficient (b) 
between the latent variable and the dependent 
variable. The higher the path coefficient, the 
stronger the LV effect on the dependent variable. 

 

 
Figure 1 

The results of the research model 
 
The path coefficient shows all positive 

values. The following table shows the proposed 
hypothesis and the results are supported or not. 

 
Table 2 

Hypothesis testing 

Hypothesis Beta SE sig Information 

H1 : SAP on KLK 0.266 0.104 0.046 Accepted 

H2 : PI on KLK 0.378 0.099 0.007 Accepted 

H3 : KLK on AKT 0.439 0.101 0.002 Accepted 

 
1. SAP Variables on the Quality of Financial 

reports 
The test results with PLS obtained for SAP 

variables to the Accountability coefficient have a 
positive direction and a significance value of 
0.046. By using a significance limit of 0.05, the 
significance value of 0.046 is smaller than 0.05. 
Thus it can be concluded that the hypothesis 
states that SAP has a positive and significant 
effect on the Quality of Financial reports which 
means that Hypothesis 1 is accepted. The 
direction of the positive regression coefficient 
means that the application of SAP has a 
significant positive effect on the Quality of 
Financial reports. 

The results of this study support the research 
conducted by [2], [17], [10], and [11] which states 
that understanding accounting standards has a 
positive effect on the quality of financial 
statements. From the results of this study, it can 
be concluded that when understanding 
government accounting standards is good, the 
quality of financial reports of local governments is 
also higher. Preparation of financial statements 
that are in accordance with government 
accounting standards are financial statements 
that meet the qualitative characteristics of 
financial statements so that the financial 
statements produced will be of high quality. 

 
2. Internal Identification Variables on the 

Quality of Financial reports 
The results of testing with PLS are obtained 

for the Intenal Control variable (PI) on the 
Accountability coefficient having a positive 
direction and a significance value of 0.007. By 
using a significance limit of 0.05, the significance 
value of 0.007 is smaller than 0.05. Thus it can 
be concluded that the hypothesis which states 
that Internal Control has a positive and significant 
effect on the Quality of Financial reports which 
means that Hypothesis 2 is accepted. The 
direction of the positive regression coefficient 
means that internal control has a significant 
positive effect on the quality of financial 
statements. This is in line with the research 
conducted by [17] which shows that the internal 
control system has a positive and significant 
effect on the Quality of Financial reports. 

Based on the results of this study and based 
on research conducted by previous researchers, 
it can be concluded that the higher the level of 
implementation of the internal control system, the 
higher the quality of financial reports produced by 
local governments. With the implementation of an 
internal control system, the local government will 
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have a clear authorization of the separation of 
duties. There are no government employees who 
function concurrently in preparing financial 
reports so that each function can be carried out 
properly and minimize unethical actions that can 
affect the financial statements of the local 
government. 

 
3. Quality Variables of Financial Reports on 

Accountability 
The results of testing with PLS obtained for 

the variable Quality of Financial reports on 
Accountability have a coefficient having a 
positive direction and a significance value of 
0.002. By using a significance limit of 0.05, the 
significance value of 0.002 is smaller than 0.05. 
Thus it can be concluded that the hypothesis 
which states that the quality of financial 
statements has a positive and significant effect 
on Accountability means that Hypothesis 3 is 
accepted. The direction of the positive regression 
coefficient means that the Quality of Financial 
Reports has a significant positive effect on 
Accountability. 

This supports the research conducted by [12] 
and [11] which shows that the quality of financial 
statements has a positive effect on the 
performance accountability of government 
agencies. Based on these results, the existence 
of good and quality financial statements will 
indicate an increase in accountability or 
accountability for the financial statements that 
have been made. 
 
Fit model 

Index model or fit which is a useful device 
size that is related to the quality of the model. The 
model index calculated by WarpPLs is the 
average path coefficient (APC), average R2 
(ARS) and average inflation variance factor 
(AVIF). The fi t index is calculated as the 
average: (absolute value of) the flow coefficient 
in the model, the value of R2 in the model, and 
the variation of factors in the model. WarpPLS to 
analyze the proposed hypothesis model. 
WarpPLS produces ARS, APC, and AVIF as 
indikaor fit models. 

 
Table 3 

Fit Model Test 
Size Value  Information 

ARS 0.271 (sig = 0,021 < 
0,05) 

Accepted 

APC 0.361 (sig < 0,05) Accepted 

AVIF 1,871 < 3,3 Ideal  

GoF 0,431 > 0.36 High 

Based on these values indicate that the PLS 
model has shown a good model. 

 
CONCLUSIONS AND SUGGESTION 

 

Based on the analysis and discussion 
conducted, the results of this study can be 
concluded that the Understanding of 
Government Accounting Standards has a 
positive effect on the Quality of Financial 
Reports, Internal Control has a positive effect on 
the quality of financial statements and the 
variable quality of financial statements has an 
effect on Accountability. 
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