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ABSTRACT 
The purpose of this study is to analyze the factors that influence the quality of local government financial reports in Indonesia. 
With data from 14 studies related to the disclosure of local government financial statements, the results of this study indicate the 
factors that influence the quality of local government financial reports in Indonesia, namely: regional accounting information 
systems, utilization of information technology, government web-based financial reports, human resources, control internal, edu-
cation, training, work experience, government accounting standards, regional government accountability performance, regional 
financial management and the quality of regional apparatus with quantitative and qualitative research types. 
 

 

A. Background 

Improving the quality of local government, community demands can be used as a reference in order to be-

come a better government (good governance) so that local governments in preparing financial reports must be 

transparent and accountable. The parties who use these financial statements must access the financial reports 

that have been provided by the local government, therefore the information in it must be really useful for its 

users.(Hadi et al., 2018). 

Local Government Financial Reports (LKPD) are intended to meet the general objectives of financial reporting, 

as well as to meet the specific needs of users. The quality of LKPD each year will receive an assessment in the 

form of an opinion from the Supreme Audit Agency (BPK). Opinion is a professional statement of the examin-

er regarding the fairness of the financial statements, where the opinion of the BPK is given based on the Regu-

lation of the Supreme Audit Agency of the Republic of Indonesia Number 1 of 2007 concerning State Auditing 

Standards with the aim of providing an opinion/opinion on the fairness of the financial information presented 

in the financial statements of local governments by based on four criteria, namely: (1) the effectiveness of the 

internal control system (SPI), (2) compliance with laws and regulations, (3) adequacy of disclosure (disclo-

sure), and (4) compliance with government accounting standards. There are four opinions given by the ex-

aminer, namely: an Unqualified Opinion (WTP), an Unqualified Opinion (WDP), an Unqualified Opinion 

(TW), and a Statement of Refusing to Give an Opinion or Not Giving an Opinion (TMP). 
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Local government financial reports as a form of accountability for APBD implementation must be pre-

pared or produced from a reliable local government accounting system, which can be done manually or 

using computer applications. However, considering that there are still very few human resources who 

specialize in accounting, especially public sector financial accounting, it would be more appropriate to 

use a computer application system that is comprehensive and has been tested. This will minimize errors 

in the accounting process and improve the quality of the financial reports produced(Nur Apandi, 2010). 

The phenomenon that occurred in the report on the results of the examination of the Supreme Audit Agency 

(BPK) throughout the first semester of 2016 for the 2015 reporting year, the Supreme Audit Agency (BPK) 

noted that there were still many regional government financial reports (LKPD) that had not obtained an un-

qualified opinion (WTP). In the 2015 LKPD, it was recorded that only 58 percent or 312 LKPD obtained a WTP 

opinion. Meanwhile, other LKPDs were recorded to have obtained other opinions, namely Fair with Excep-

tions (WDP) there were 187 LKPDs, No Expressing Opinions (TMP) 30, and Unfair (TW) four LKPDs. The Su-

preme Audit Agency also disclosed 10,198 findings containing 15,568 issues. As many as 51 percent of the 

problems are non-compliance with statutory provisions.(Pujanira & Taman, 2017). 

The quality of good local government reports (good governance) is not only determined by accountability, 
transparency, community participation and the rule of law. However, the quality of good governance depends 
on other factors such as responsiveness, effectiveness of consensus-based equity, efficiency and strategic vision. 
This is in line with the characteristics of good governance of UNDP and the World Bank (Ginting, 2011). Due to 
the many factors that affect the quality of local government reporting, the quality of local government report-
ing results in different qualities at the national and regional/city levels. The quality of local government re-
ports is seen in the BPK RI Examination Result Data, where in 2018 out of 34 provincial governments, 33 LKPD 
(97%) received WTP opinions and 1 LKPD (3%) received WDP opinions. Of the 415 district governments, as 
many as 298 LKPD (72%) received WTP opinion and 99 LKPD (24%) with WDP opinion. Meanwhile, from 93 
city governments, as many as 80 LKPD (86%) obtained WTP opinion and 13 LKPD (14%) with WDP opinion 
(BPK RI) in the study. 
Based on the description of the background, the formulation of the problem in this paper is what are the fac-

tors that affect the quality of local government financial reporting? 

B. Literature Review 
Factors Affecting the Quality of Disclosure of Local Government Financial 
Statements 
Bad finance, the phenomenon of local government in Indonesia is being widely discussed. This is indicated by 
the government's financial reports that there are still many regions that do not provide information in accor-
dance with applicable regulations and there are still many irregularities found in the financial statements by 
the Supreme Audit Agency (BPK-RI) in its examination. Research from(Fachri & Mediaty, 2019)with the title 
Analysis Using Regional Financial Accounting Information Systems on the Quality of Local Government Fi-
nancial Reports with the aim of analyzing the use of regional financial accounting information systems on the 
quality of local government financial reports with qualitative research methods with a theoretical study ap-
proach, namely the method used to collect data or resources related to the topic in a study and the results of 
this study indicate that the use of regional financial information systems has a positive effect on the quality of 
disclosure of local government financial statements. Government financial reports are an important component 
in realizing financial management accountability to the public. The increasing demands on the implementation 
of public accountability have implications for management in government agencies to provide information to 
the public, one of which is information in financial reports. Research from(Pradana & Setiawati, 2018) The fi-
nancial reports produced by local governments will be used by several interested parties as a basis for decision 
making. Therefore, the information contained in the Regional Government Financial Report (LKPD) must be 
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useful and in accordance with the needs of the users. Huang et al in(xu et al., 2003)states that information will 
be useful if the information can support decision making and can be understood by users. Therefore, local gov-
ernments are required to pay attention to the information presented in financial reports for planning, control-
ling, and decision-making purposes. Research from(Noble, 2019)The data analysis technique used in this study 
is descriptive and quantitative analysis with the results of the study that there is a positive and significant in-
fluence between HR Competence on the Quality of the Financial Reports of the West Pasaman Regency Gov-
ernment and there is a positive and significant influence between the Inter Control System and the Regional 
Government Financial Reports. West Pasaman. Along with the development of Public Sector Accounting in 
Indonesia, the need for accountability as a form of accountability to the public for government performance has 
become a common demand. The strengthening of these demands requires government agencies to provide 
information on their activities and performance to the public. Research from Along with the development of 
Public Sector Accounting in Indonesia, the need for accountability as a form of accountability to the public for 
government performance has become a common demand. The strengthening of these demands requires gov-
ernment agencies to provide information on their activities and performance to the public. Research from 
Along with the development of Public Sector Accounting in Indonesia, the need for accountability as a form of 
accountability to the public for government performance has become a common demand. The strengthening of 
these demands requires government agencies to provide information on their activities and performance to the 
public. Research from(Budiono et al., 2018)aims to determine the effect of education and training, work expe-
rience and the use of information technology on the quality of regional financial reports, the data analysis 
technique uses multiple linear regression analysis and the results show that education and training have no 
significant effect on the quality of regional financial reports, work experience has no significant effect on the 
quality of regional financial reports. Meanwhile, the use of information technology has a positive and signifi-
cant effect on the quality of regional financial reports. In compiling government financial reports, the internal 
control system has a role in it where this internal control system acts as a controller and supervisor for the 
preparation of financial statements so that they can be reported and compiled correctly, on time, on target, and 
in accordance with the standards in order to obtain a good audit opinion, thus that the internal control system 
is suspected of having an effect on the quality of financial reports. Research from(Indrayani & Widiastuti, 
2020), aims to determine the effect of the Regional Financial Accounting System and Internal Control System 
on the Quality of Local Government Financial Reports with Human Resource Competence as a Moderating 
variable. The analytical method of this research uses Moderated Regression Analysis (MRA) with the results of 
the study that the Regional Financial Accounting System variable does not affect The Quality of Local Gov-
ernment Financial Reports, Internal Control System has a positive effect on the Quality of Local Government 
Financial Reports, Human Resource Competence has a positive effect in moderating the Regional Financial 
Accounting System and the Internal Control System on the Quality of Local Government Financial Reports. 
Regional financial management is required to be orderly, transparent, and accountable in order to realize a 
clean government. One of the efforts to realize a clean government, local governments are required to compile 
Local Government Financial Reports. The financial reports are at least in the form of Budget Realization Re-
ports, Balance Sheets, Cash Flow Statements and Notes to Financial Statements, quality financial reports can 
provide benefits in an effort to take a government policy in the future. Quality financial reports can be seen 
from the opinion of the Supreme Audit Agency. There is a strata of assessment of financial statements from the 
results of the audit conducted by the Supreme Audit Agency. The results of the audit in the form of an opinion 
from the Supreme Audit Agency which is the highest stratum are Unqualified (WTP) then next are Fair with 
Exceptions (WDP), Unfair (TW), and Disclaimer of Opinions (TMP). In addition to opinions from the Supreme 
Audit Agency, the quality of financial statements can also be seen if they have been prepared in accordance 
with Government Accounting Standards (SAP), compiled through the local government accounting system, 
financial information has no deviations from laws and regulations, and is presented in a timely manner in ac-
cordance with legislation. Research from(Pujanira & Taman, 2017)The implementation of Law Number 22 of 
1999 concerning Regional Government is a pillar of change in the administration of government in Indonesia, 
which previously adhered to a centralized system and then turned into decentralization which brought conse-
quences to the demands of Good Government Governance. The development of Information and Communica-
tion Technology (ICT) encourages the practical application of Good Governance to develop in electronic gov-
ernment (e-Government) which provides electronic services and information aimed at increasing accountabili-
ty and transparency. Research from The development of Information and Communication Technology (ICT) 
encourages the practical application of Good Governance to develop in electronic government (e-Government) 
which provides electronic services and information aimed at increasing accountability and transparency. Re-
search from The development of Information and Communication Technology (ICT) encourages the practical 
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application of Good Governance to develop in electronic government (e-Government) which provides electron-
ic services and information aimed at increasing accountability and transparency. Research from(Hadi et al., 
2018)The impetus for decentralization that occurs in various countries in the world is the most important that 
occurs in developing countries, which is related to several factors, for example the background or experience of 
the country, its role in global globalization, setbacks in economic development, climate change and climate 
change. climate. Signs of disintegration exist in some countries, and many are brought to life by centralized 
governments in providing effective community service. Bird and Vaillancourt (2000). Research from and many 
are brought to life by centralized governments in providing effective community service. Bird and Vaillancourt 
(2000). Research from and many are brought to life by centralized governments in providing effective commu-
nity service. Bird and Vaillancourt (2000). Research from(Nurmuthmainnah et al., 2020)This research method 
uses a quantitative approach with the results showing a low level of voluntary graphic disclosure in Indone-
sian LKPDin. The average voluntary graphic disclosure rate was 44.88%, indicating a lack of use of voluntary 
graphic disclosure. The results also show that only performance has an insignificant effect on the level of vo-
luntary graphic disclosure. Good governance is a form of success in carrying out the task of developing the 
country in accordance with the planned objectives. Research from The results also show that only performance 
has an insignificant effect on the level of voluntary graphic disclosure. Good governance is a form of success in 
carrying out the task of developing the country in accordance with the planned objectives. Research from The 
results also show that only performance has an insignificant effect on the level of voluntary graphic disclosure. 
Good governance is a form of success in carrying out the task of developing the country in accordance with the 
planned objectives. Research from(Defitri, 2018)with the title The Effect of Regional Financial Management and 
Regional Financial Accounting Systems on the Quality of Regional Government Financial Reports which aims 
to examine the effect of regional financial management and regional financial accounting systems on the quali-
ty of regional government financial reports. There is a positive relationship but no significant effect on the 
quality of regional financial reports, while the regional financial accounting system has a significant effect on 
the quality of local government financial reports. This shows that the better the regional financial accounting 
system, the more financial reports produced will also increase. Study(Son, 2017) with the title Analysis of Fac-
tors Affecting the Quality of Local Government Financial Reports, which aims to analyze the factors that influ-
ence the quality of local government financial reports, using a quantitative approach with research results 
showing that simultaneously the application of government accounting standards, internal control systems, 
and The quality of human resources affects the quality of local government financial reports. Partially, the ap-
plication of government accounting standards, internal control systems, and the quality of human resources, 
each affect the quality of local government financial reports. Study(Pravasanti & Ningsih, 2019)Bob Mustafa's 
research(2019) aims to determine and analyze the effect of the auditor's understanding of accounting standards 
and internal control systems on the quality of government financial reports through the financial report review 
process, this research method is a quantitative approach with research results that there is a direct significant 
influence on the definition of standards. Government Accounting and Understanding the Internal Control Sys-
tem for the Financial Statements Review Process. Study This research method is a quantitative approach with 
research results that directly there is a significant influence from the definition of government accounting stan-
dards and the understanding of the internal control system on the process of reviewing financial statements. 
Study This research method is a quantitative approach with research results that directly there is a significant 
influence from the definition of government accounting standards and the understanding of the internal con-
trol system on the process of reviewing financial statements. Study(Al Asyari & Helmy, 2020)with the title 
Analysis of the Quality of Disclosure of Financial Statements in Local Government Websites aims to determine 
the extent to which the quality of local government websites, the method uses a quantitative approach with 
research results showing the quality of local government websites in districts / cities in Bengkulu is still low, 
the low factor causing local government websites is information that limited on the website, especially financial 
information and the lack of evaluations carried out by the government and steps that can be taken in order to 
overcome these obstacles, namely routine human resource training in managing local government websites, 
evaluating website development, and applying sanctions on local government websites which is not up to 
standard. Study(Marian & Utami, 2019)entitled The Effects of Local Government Size, Income per Capita, Local 
Government Wealth and Audit Opinion on the Quality of Internet Financial Reporting Disclosure: Studies in 
Indonesia, this research method uses a quantitative approach with the results showing that the size of local 
government has a significant influence on the quality of internet financial information disclosure in local gov-
ernments, while per capita income, local wealth and audit opinions do not affect the quality of internet finan-
cial information disclosure in local governments. 
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Conclusion 
local governments must be more consistent in increasing the publication of LKPD and other financial in-

formation, so that they can show good performance and prove that the principles of transparency and accoun-

tability have been implemented and the central government imposes sanctions/fines on local governments 

that do not publish LKPD, so that local governments can be more consistent in publishing LKPD on local gov-

ernment websites. According to the author, it is better to consider several other variables that may affect the 

quality of disclosure of local government financial statements. 
The quality of local government financial reports is a qualitative characteristic as a result of the accounting 

process in which accountability and transparency influence each other. The higher the quality of government 

financial reports, the better the accountability and transparency of local government financial reports and vice 

versa. data from 14 studies related to the disclosure of local government financial statements with the results of 

this study showing the factors that affect the quality of local government financial reports in Indonesia, name-

ly: regional accounting information systems, utilization of information technology, government web-based 

financial reports, human resources, internal control , education, training, work experience, government ac-

counting standards, local government accountability performance, regional financial management and the 

quality of regional apparatus with quantitative and qualitative research types. The most studied factor is the 

regional accounting information system 4 times and the use of information technology 3 times with the type of 

research that is widely used is quantitative research. 

 
References 

Al Asyari, S., & Helmy, H. (2020). Quality Analysis of Disclosure of Financial Statements in Local 

Government Websites (Empirical Study on Regency/City Governments in Bengkulu Province). 

Exploratory Journal of Accounting, 2(1), 2314–2330. 

Budiono, VS, Muchlis, M., & Masri, I. (2018). ANALYSIS OF THE INFLUENCE OF EDUCATION AND 

TRAINING, WORK EXPERIENCE AND UTILIZATION OF INFORMATION TECHNOLOGY ON 

THE QUALITY OF REGIONAL GOVERNMENT FINANCIAL REPORTS (Case Study in Depok City 

Government). Journal of the Forum for Accounting, 13(2), 110–128. 

https://doi.org/10.21009/wahana.13.022 

Defitri, SY (2018). The Influence of Regional Financial Management and Regional Financial Accounting 

System on the Quality of Local Government Financial Reports. Benefita Journal, 3(1), 64. 

https://doi.org/10.22216/jbe.v3i1.2376 

Fachri, Z., & Mediaty, M. (2019). Analysis Using Region'S Financial Accounting Information System on the 

Quality of Local Government Finance Reports. Hasanuddin Economics and Business Review, 3(1), 13. 

https://doi.org/10.26487/hebr.v3i1.1489 

GSJ: Volume 10, Issue 6, June 2022 
ISSN 2320-9186 401

GSJ© 2022 
www.globalscientificjournal.com



 

 

Hadi, H., Handajani, A., & Putra, L. (2018). Financial Disclosure based on Web-ICT Determinants: Its 

Implications for Local Government Financial Performance in Indonesia. International Research Journal of 

Management, IT and Social Sciences, 5(1), 72. 

https://sloap.org/journals/index.php/irjmis/article/view/3285.https://sloap.org/journals/ 

index.php/irjmis/article/view/32 

Indrayani, KD, & Widiastuti, H. (2020). The Influence of the Implementation of the Local Government 

Financial Accounting System and Internal Control System on the Quality of Local Government Financial 

Reports With Human Resource Competence as a Moderating Variable (Empirical Study on Work Units. 

Indonesian Business and Accounting Review, 4(1), 1–16. https: //doi.org/10.18196/rab.040148 

Marian, E., & Utami, W. (2019). The Effects of Local Government Size, Income per Capita, Local Government 

Wealth and Audit Opinion on the Quality of Internet Financial Reporting Disclosure: Studies in Indonesia. 

Scholars Bulletin, 05(11), 611–619. https://doi.org/10.36348/sb.2019.v05i11.002 

Mulia, RA (2019). Analysis of Factors Affecting the Quality of Local Government Financial Reports (Study on 

the Government of West Pasaman Regency). Journal of EL-RIYASAH, 9(1), 7. 

https://doi.org/10.24014/jel.v9i1.6798 

Nur Apandi, RN (2010). The Effect of Regional Financial Accounting System on the Quality of Bandung 

Regency Government Financial Reports. ASET Journal (Research Accounting), 2(1), 335. 

https://doi.org/10.17509/jaset.v2i1.10003 

Nurmuthmainnah, W., . S., & . M. (2020). The Effect of Fiscal Decentralization on the Accountability of City / 

District Government Financial Reporting in Indonesia and the Regional Government's Financial 

Performance as a Moderation Variable. International Journal of Innovative Science and Research 

Technology, 5(7), 370–376. https://doi.org/10.38124/ijisrt20jul271 

Pradana, AAP, & Setiawati, E. (2018). The influence of the quality of human resources, the use of information 

technology and internal control on the reliability of local government financial reporting (Study at the 

Boyolali District Office). National Seminar And Call For Paper III, 1–13. 

Pravasanti, YA, & Ningsih, S. (2019). The Influence of the Quality of Regional Apparatuses, Regional Financial 

Accounting Systems, and Utilization of Information Technology on the Quality of Regional Government 

Financial Reports (Empirical Study of the Regional Apparatus Work Unit of Sukoharjo Regency). 

AKTSAR: Islamic Accounting Journal, 2(2), 199. https://doi.org/10.21043/aktsar.v2i2.6054 

Pujanira, P., & Taman, A. (2017). The Influence of Human Resource Competence, Implementation of 

Government Accounting Standards, and Implementation of Regional Financial Accounting Systems on the 

Quality of Financial Reports of the Provincial Government of DIY. Nominal, Barometer of Accounting and 

Management Research, 6(2). https://doi.org/10.21831/nominal.v6i2.16643 

Putra, WE (2017). ANALYSIS OF FACTORS AFFECTING THE QUALITY OF LOCAL GOVERNMENT 

GSJ: Volume 10, Issue 6, June 2022 
ISSN 2320-9186 402

GSJ© 2022 
www.globalscientificjournal.com



 

 

FINANCIAL REPORTS (Empirical Study on Jambi City Government). Journal of Integrated Accounting 

Research, 10(2), 282–293. https://doi.org/10.35448/jrat.v10i2.4259 

xu, H., Horn Nord, J., Daryl Nord, G., & Lin, B. (2003). Key issues of accounting information quality 

management: Australian case studies. Industrial Management & Data Systems, 103(7), 461–470. 

https://doi.org/10.1108/02635570310489160 
 

GSJ: Volume 10, Issue 6, June 2022 
ISSN 2320-9186 403

GSJ© 2022 
www.globalscientificjournal.com




