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Abstract

This study aimed to determine the relationship and effect of the GGG variable on the quality of the financial
reports in municipal governments in Indonesia by implementing the IIAG (The Ibrahim Index of African
Governance) indicator. The variables of this study consist of the participant, legal culture, transparency,
responsiveness, public interest orientation, fairness, effectiveness and efficiency, accountability, strategic vision,
and human development as independent variables and the quality of financial reports as dependent variables. The
method in this study was quantitative, so it was found that partially, only responsive and accountability variables
significantly affected the quality of the financial reports. Meanwhile, other independent variables such as
participants, legal culture, transparency, public interest orientation, fairness, effectiveness and efficiency,
strategic vision, and human development had no significant effect on the quality of financial reports. However,
simultaneously, all independent variables had a significant effect on the quality of financial reports. The level of
the coefficient of determination obtained was equal to Adj. R2 = 0.299. It means that the quality of local
government financial reports was influenced by the independent variable by 29.9%, while 70.1%was influenced
by other variables not examined in this study.
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1. Introduction

Implementing a good and clean government needs to apply the concept of Good Government
Governance (GGG). GGG is a concept of good governance. The National Committee for
Governance Policy has the opinion that the government in Indonesia has a responsibility in
implementing GGG standards applied by international standards. The process of
implementing the power in the provision of public goods and services is called governance,
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while the best practice is called Good Government Governance (Rizal, 2015). In the
implementation of Good Government Governance, it needs the participation from all parties,
the government, and the community. Government actors have main role in the success of
good governance. The economic crisis in a country can be a problem of good governance in
Indonesia. Many problems have arisen in society due to the economic crisis which, if not
addressed immediately, could disrupt the performance of the government as a whole. In
Indonesia, It is still often the case, for example with soaring food prices due to mistakes in
making export and import policies. As one of the tangible manifestations of the success or
failure of the implemented government policies, namely the existence of a solid community
and actively participating in the determination and implementation of a country policies.

Many studies related to GGG carried out with various different indicators. There is research
that uses the GGG indicator developed by the United Nations Development Program
(UNDP). The concept that UNDP has developed regarding good governance is more
emphasized on the political, economic, and administrative aspects of state management.

(Mardiasmo, 2002) reveals that the characteristics or principles developed in the
implementation of good governance include community participation, upholding the rule of
law, transparency, responsiveness, consensus orientation, equality, effectiveness and
efficiency, accountability and strategic vision. Another performance assessment that can be
implemented in Indonesia is The Ibrahim Index of African Governance/IIAG (Farrington,
2010). This tool is used to measure and monitor governance performance in countries on the
African continent. The main pillars in the assessment of governance in the index are (1)
security and rule of law, (2) participation, right and inclusion, (3) foundation for economic
opportunity, and (4) human development (Awojobi, 2014). The I[IAG assessment indicators
are generally used to assess developing countries. Therefore, IIAG can be implemented in
Indonesia because it appropriates with the current conditions in Indonesia.

Research conducted by Maryani with the title “The Effect of Good Governance and Internal
Control on the Local Government Financial Reports Quality Case Study at the Regional
Revenue and Financial Management Office (DPPKAD) of Bintan Regency also states that
GGG had a simultaneous effect on the quality of financial reports (Maryani, 2016) . Another
study conducted by Masnun (2018)with the title "Good Governance and the Quality of
Government Financial Reports: A Study in the Regional Government of Jambi Province," also
shows the same results, namely that GGG has a simultaneous effect on the quality of financial
reports (Masnun, 2018). This research was also conducted by T. Herawati and D. Nopianti
with the title “ The Influence of the Implementation of Government Accounting Standards and
Good Governance on the Local Government Financial Reports Quality” also showed
significant results and had an effect on financial reports (Herawati & Nopianti, 2017). The
novelty of this research is to conduct a more in-depth and comprehensive analysis of the
determinants of GGG on the quality of financial reports through a combination of the GGG
index from UNDP and IIAG. This study uses 10 GGG indicators which are a reconciliation of
indicators developed by UNDP and IIAG in assessing government performance. In general,
the assessment of local government GGG implementation is only assessed using the GGG
index developed by UNDP or other GGG indices. The index is less than 10 indicators and
does not include the Human Development Index which affects the quality of financial reports
in the Provincial Capital Regional Governments in Indonesia.

Based on the description, this study was conducted to determine the determinants of GGG
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using a combination of the GGG index from UNDP and IIAG on the Financial Reports
Quality produced by local governments.

From the above background, the formulation of the research problem wass how the influence
of GGG on the quality of the financial reports of the Provincial Capital Government in
Indonesia in 2016-2018.

The purpose of this study was determine the relationship and influence between the GGG
variable on the quality of financial reports in city governments in Indonesia, especially in the
provincial capital in 2016-2018.

2. Literature Review

The indicators used for the GGG assessment are based on research (Rossieta et al., 2017)
namely (1) democracy, (2) transparency, (3) accountability, (4) culture of law, and (5) fairness
and equality. The Ibrahim Index of African Governance (IIAG) uses 4 indicators in assessing
GGG. These indicators are (1) security and rule of law, (2) participation, right and inclusion,
(3) foundation for economic opportunity, and (4) human development (“2017 Ibrahim Index
of African Governance,” 2017). UNDP in (Duarmas et al., 2016) uses 9 indicators of GGG,
namely, (1) Participants, (2) legal certainty, (3) transparency, (4) responsibility, (5) agreement-
oriented, (6) fairness, (7) effectiveness and efficiency, (8) accountability, (9) strategic vision.
Research by (Jatmiko & Lestiawan, 2016) measures GGG with 5 indicators, namely (1)
transparency principles, (2) accountability principles, (3) public participation principles, (4)
justice principles, and (5) responsibility principles. Research (Handayani, 2012) concludes
that the opinion given by the auditor reflects the extent of the good governance principles
implemented by the government. Examination of LKPP, LKKL and LKPD is intended to
provide reasonable assurance that the financial reports have complied with government
accounting standards, laws and regulations and internal control.

Many studies related to GGG have been carried out with different indicators. Likewise,
research related to the quality of financial reports. Efforts made to develop research by
reconciling existing research criteria. This research was conducted with the aim of reconciling
the criteria or indicators of GGG as determined by the United Nations Development Program
(UNDP) and The Ibrahim Index of African Governance (IIAG) that relates it to The Auditory
Board of The Republic Indonesia opinion on LKPD and follow-up on the Auditory Board of
The Republic Indonesia finding.

The independent variables are human resource compensation, government accounting
standards, good governance have a positive impact on the financial reporting quality variables
(Agatha, 2020). Good governance has an influence on the quality of financial reporting in
Manado City Government, which means that the better the implementation of good
governance, the better the quality of financial reporting of local governments (Maramis et al.,
2018). Good governance, application of government accounting standards, system of internal
control, and efficiency of government officials simultaneously have a significant impact on
the quality of financial reporting. (Kesuma et al., 2017). Examination of the regional
government financial reports must see the quality of accountability (Masnila, 2014). GGG
implementation can be supported through the preparation of results-oriented work plans
(Mayasari et al., 2021). In addition, it must also prepare results-oriented accountability reports
as well (Mayasari, 2016). The practice and implementation of good governance by public
organizations has a significant effect on system integrity (Said et al., 2016). Management
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Accounting Information System (SIAM), decentralization, and good budget target clarity can
affect indicators in GGG, namely budget preparation performance (Febrianty & Febriantoko,
2017). The government financial capacity will improve government administration in
accordance with GGG(Sunardi et al., 2020). The preparation of government accountability
reports needs the improvment that can be evaluated through a qualitative approach
Febriantoko & Febrianty, 2017).

The following is a figure of the research framework:

Participant (X1) Hl

Legal Culture (X2)

~_ H2
Transparency (X3) I~ H 3
Responsive (X4) —] H4

Financial Reports
Quality

Public Interest Orientation
~va

Justice (X6) |

Effectiveness & Efficiency |~
(X7)

Accountability (X8)

Strategic Vision(X9)

Human Development (X10) H10

H11

Figure 1. Research Framework

3. Research Method

The research was concducted at the Audit Board of the Republic of Indonesia. The research as
conducted for 8 months after the announcement of acceptance. The object of research was the
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provincial capital government in Indonesia. Based on this, the population in this study was all
the provincial capital region governments in Indonesia, amounting to 34 provincial capitals.
The sampling technique used was purposive sampling. The sample used in this study was a
total of 28 provincial capitals for the 2016-2018 periods. The data collection techniques used
in this research were literature study and documentation. The data used in this study were
secondary data in quantitative form. The data obtained by researchers indirectly through
intermediary media (Sekaran & Bougie, 2013). Generally, this data were obtained through
intermediary media sourced from reports, books, records, or archives, both published and
unpublished (Sugiyono, 2017). The data were able to provide a clear picture of the influence
of GGG on Financial Report Quality. Test the validity of the data in this study using validity
and reliability tests. The data analysis technique used in this study is causality analysis using
multiple linear regression analysis. This analysis looks for the determinant of the independent
variable with the dependent variable. This analysis differs from simple linear regression in
that the number of independent variables which are explanatory variables is more than one.

The reference equation used in this study is

Y= a0 +b1x1+h2x2+ b3x3+ bdx4+ b5x5+ b6x6+ b7x7+ b8x8 + b9x9 +h10X10+e.

This study uses variables. The indicator variables for participation (X1) are the existence of
regional regulations on public service standards, the existence of regional regulations on
public consultation, and the number of regional people's representative assembly decisions
followed by local governments. Indicators of legal culture variables (X2) are, number of local
government regulations produced, number of government regulations repealed, number of
draft regional government regulation approved by regional people's representative assembly,
number of regent / mayor decisions followed, and number of regent / mayor regulations
followed. The transparency variable (X3) indicator is the availability of government social
media that is accessible to the public, the availability of personnel information systems, and
the availability of e-procurement. Indicator of responsiveness variable (X4) is the timeliness
of the determination of the district budget, the ratio of civil servants to the population, and the
suitability of local government organizations based on Government Regulation Number 41 of
2007. Indicators of community interest orientation variables (X5) are the appropriateness of
development priorities, the number of mandatory matters performed by the local government,
the number of mandatory matters applied to the Minimum Service Standards, the existence of
regional regulations on building permit, the existence of regional regulations on sex workers
and sellers streets, the existence of regulations on cleanliness, the existence of regional
regulations on RT / RW, the ratio of budget surplus to the total income, the ratio of house
building permit, the ratio of civil service police members to the population. The fairness
variable (X6) has indicators of general expenditure allocation to general allocation fund,
general expenditure allocation to total local budget, and expenditure allocation for education
and health. The evaluation indicators for the efficiency and effectiveness variables (X7) are
balanced fund absorbed against plan, increased locally-generated revenue, realization of
expenditure against budget, Total locally-generated revenue for all income in Local Budget,
realization of locally-generated revenue to potential locally-generated revenue, E-identity card
processing cost, total percentage of community E- identity card management. Accountability
variable (X8) uses indicators of assessment of Audit Board of the Republic of Indonesia audit
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opinion on local government financial statements, findings of Audit Board of the Republic of
Indonesia followed, existence of regional regulations on regional financial management,
Percentage of expenditure for basic services, timeliness of delivery of Local Government
Performance Reports, timeliness of delivery of administrative reports government, timeliness
of local government financial reporting. Changing strategic decision (X9) cooperative
relations with other regions, Number of investment approvals, awards received from central
government to local governments. the human development variable (x10) uses the local
government organizations education budget indicator for total local budget, local government
organization health estimate to total local budget expenditure, local government organizations
manpower estimate to total local budget expenditure, number of national education programs
implemented by local government organizations, number of national health programs
implemented by local government organizations, number of education development planning
documents available, number of health sector development planning documents available,
number of workforce development planning documents available. the assessment indicator for
financial reporting quality (y) is the suitability of using accounts with government accounting
standards, financial statements accompanied by financial ratios, so that they can be used to
predict the future, timeliness of financial reporting, completeness of financial statements, non
-ownership of assets supported by valid evidence , audit board of the republic of indonesia
audit opinion on local government financial report for the last 3 years, incomplete / invalid
evidence of liability, number of other equity correction items in the equity change statement,
value of other equity corrections in the equity change statement, graphics and tables can
explain the information presented, and the statement well-organized finances.. this research
model measured the determinant between 10 (ten) variable x incorporated in GGG and 1
(one) variable y. the main activity of this model was hypothesis testing to determine whether
the hypothesis was accepted or rejected.

4. Findings and Discussions
Finding
Data Quality Test

Table 1 Results of Realibility Test
Reliability Statistics

Cronbach's Alpha N of Items

518 10
Source: Processed Data , 2021

Reliability test with Cronbach's Alpha formula, obtained results greater than 0.05 that was
reliable.

Table 2 Validity Test Results

. Pearson
Variable Correlation
Participant (X1) 7437
Published by: 0 Page 276
& Rcsneh :

Iremtitorke -y
JCTTABALLA ILIVRLS 5L RO



‘l

D International Journal of Business, Management & Economics

:-\__7 ‘
.' I]BMZ‘ e-ISSN: 2746-1351

Vol. 2, No. 4, November 2021

Legal Culture (X2) 3737
Transparency (X3) 230
Responsive (X4) 246

Public Interest Orientation (PI0) (X5) ,141
Justice (X6) 277
Effectiveness & Efficiency (X7) 488"
Accountability (X8) ,5627
Strategic Vision(X9) 6957
Human Development(X10) ,398"

Source: Processed Data, 2021

The results of the validity test above showed a positive value and the Pearson Correlation was
above 0.05. It means all independent variables were valid.

Clasic Assumption Test

Normality Test Results

Normal P-P Plot of Regression Standardized Residual
Dependent Variable: KLK

Expected Cum Prob

0o
ou 02 oA o8 o 10

Observed Cum Prob

Source: Processed Data, 2021

Figure 2 Normal Probability Plot

In the figure of normal probability plot results, it can be seen that the results distributed
around the diagonal line and follow the direction of the diagonal line. Based on the data can
be detected normally and the regression model met the requirements as the normality
assumption. Thus, data on transparency, accountability, and regional financial management
were normally distributed. KLK is the quality of financial reporting
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Multicollinearity Test Results
Table 3 Multicollinearity Test Results

Coefficients®
Collinearity Statistics
Model Tolerance VIF
(Constant)

Participant 0,652 1,533
Legal Culture 0,831 1,203
Transparency 0,861 1,162
Responsive 0,942 1,062
1 Public Interest Orientation 0,86 1,162
Justice 0,875 1,143
Effectiveness & Efficiency 0,788 1,269
Accountability 0,719 1,391
Strategic Vision 0,689 1,452
Human Development 0,833 1,2

A. Dependent Variable: KLK

Source: Processed Data, 2021

The table above showed the VIF value < 10.00 for all independent variables, as well as the
Tolerance value > 0.100 so there was no multicollinearity in the data of this study.
Heteroscedasticity Test Results

Scutarplol
Dependent Varlable KLK

Regreeson Stucantized Residus
-
L)

Reg jon o ™ d Valus

Figure 3. Hasil Uji Heteroskedastisitas

Source: Processed Data, 2021
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From the figure above, there was no visible pattern in the data distribution. Thus, there
was no heteroscedasticity in this data.

Autocorrelation Test Results

Table 4 Autocorrelation Test Results

Model Summaryb

Adjusted R Std. Error of the Durbin-
Model R R Square Square Estimate Watson
1 ,546" 0,299 0,194 6,03021 1,460

a. Predictors: (Constant), Human Development, Justice, Responsive, Legal Culture,
Transparency, Public Interest Orientation, Accountability, Effectiveness & Efficiency,
Strategic Vision, Participant
b. Dependent Variable: KLK

Source: Processed Data, 2021

Based on the results above, it is known that the Durbin Watson value of 1.460 laid between
1.357 to 2.643. It can be concluded that there was no autocorrelation in this regression model.

Hypothesis Test
F-test Results
Table 5 Simultaneous Test Results (F)

ANOVA*
Model Sum of Squares df  Mean Square F Sig.
1 Regression 1037,229 10 103,723 2,852 ,005b
Residual 2436,347 67 36,363
Total 3473,575 77

a. Dependent Variable: KLK

b. Predictors: (Constant), Human Development, Justice, Responsive, Legal Culture,
Transparency, Public Interest Orientation, Accountability, Effectiveness &
Efficiency, Strategic Vision, Participant

Source: Processed Data, 2021

It can be concluded that all independent variables (X) simultaneously affected the dependent
variable (Y).

Partial t Test Results

Table 6 Partial t Test Results

Coefficients”
Unstandardized = Standardized Collinearity
Coefticients Coefticients Statistics
Std.
Model B Error Beta t Sig.  Tolerance VIF
1 (Constant) -10,544 30,208 -0,349 0,728
Participant 0,156 0,450 0,044 0,346 0,730 0,652 1,533
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Legal Culture -0,042 0,538 -0,009 -0,079 0,937 0,831 1,203
Transparency 3,222 2,077 0,171 1,551 0,126 0,861 1,162
Responsive 1,258 0,503 0,264 2,499 0,015 0,942 1,062
Public Interest 0,080 0,275 0,032 0,290 0,773 0,860 1,162
Orientation

Justice 0,312 0,510 0,067 0,612 0,543 0,875 1,143
Effectiveness & -0,204 0,261 -0,090 -0,784 0,436 0,788 1,269
Efficiency

Accountability 1,356 0,363 0,451 3,736 0,000 0,719 1,391
Strategic Vision -0,194 0,544 -0,044 -0,356 0,723 0,689 1,452
Human 0,097 0,374 0,029 0,259 0,797 0,833 1,200
Development

a. Dependent Variable: KLK

Source: Processed Data, 2021

From the data above, it showed that only Responsiveness (X4) and Accountability (X8) had a
partial effect on the Quality of Financial reports (Y), because the value of sig was <0.05.
Other variables had no effect on the Quality of Financial reports.

From table above found the multiple lineqar regression as below:

Y= -10,544 + 0,156 X1- 0,042 X2+ 3,222 X3 + 1,258 X4 + 0,080 X5 + 0,312 X6 - 0,204
X7+1,356 X8 -0,194 X9 +0,097 X10

The description of the equation is:

1. The regression equation above shows a constant value of -10,544. This means that if the
variable of good governance is considered constant, the quality of financial reports will be
constant at -10,544.

2. The bl value is 0.156, it means the participant variable has a positive influence on the
quality of financial reports.

3. The value of b2 is -0.042, it means the legal culture variable has a negative influence on the
quality of financial reports.

4. The value of b3 is 3.222, it means the transparency variable has a positive effect on the
quality of financial reports.

5. The value of b4 is 1.258, it means the responsive variable has a positive effect on the
quality of financial reports.

6. The value of b5 is 0.080, it means the variable orientation of public interest has a positive
effect on the quality of financial reports.

7. The value of b6 is 0.312, it means the variable of justice has a positive effect on the quality
of financial reports.

8. The value of b7 is -0.204, it means the effectiveness and efficiency variables have a
negative effect on the quality of financial reports.

T —
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9. The b8 value is 1.356, which means the accountability variable has a positive effect on the
quality of financial reports,

10. The value of b9 is -0.194, it means the strategic vision variable has a negative effect on
the quality of financial reports.

11. The value of b10 is 0.097, it means the human development variable has a positive effect
on the quality of financial reports.

Coefficient of Determination Results (R?)

Table 7 Coefficient of Determination Test Results

Model Summary”

Adjusted R Std. Error of the Durbin-
Model R R Square Square Estimate Watson

1 546" 0,299 0,194 6,03021 1,46

a. Predictors: (Constant), Human Development, Justice, Responsive, Legal
Culture, Transparency, Public Interest Orientation, Accountability, Effectiveness
& Efficiency, Strategic Vision, Participant

b. Dependent Variable: KLK

Source: Processed Data, 2021

The level of the coefficient of determination obtained was equal to Adj. R2 = 0.299. It means
that the quality of local government financial reports was influenced by the independent
variable by 29.9%, while 70.1% was influenced by other variables not examined in this study.

Discussion

Based on the results and data scoring, it can be seen that Bengkulu province had the lowest
GGG effect, that was only 79.49% and the highest GGG effect was in NTB province with
Mataram as the capital that was 93.93%. For the western part of Indonesia, it is known that
the GGG index was 88.96%, Central Indonesia was 90.76%, and Eastern Indonesia was
86.53%. Thus, from the three regions, it can be seen that the regional governments in the
central part of Indonesia had the highest GGG compared to the regional governments in the
western and eastern parts of Indonesia. It shows that local governments in the central part of
Indonesia have been able to apply the GGG concept so that they can produce quality regional
financial reports.

The results of the partial test also state that the sig value of the variable participant was
0.730 > 0.05. This means that participants have no significant effect on the quality of financial
reports. Research conducted by (Iswahyudi et al., 2016) also showed that participants had no
effect on regional financial supervision.

Legal Culture had no significant effect on the financial report quality. It can be seen from the
sig value of 0.937 > 0.05. The results of another study stated that culture had no significant
effect as the carried out by Meidylisa Patty in 2019. That the research conducted showed that
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the application of good governance and culture together had not been able to improve the
quality of reports (Patty, 2019).

Similarly, transparency had no significant effect on the financial report quality, because the
sig value was 0.126 > 0.05. Research conducted in 2017 by (Sari, 2017) and (Azizah et al.,
2015) showed the same results. Likewise with the results obtained, transparency was not
significant to the quality of financial reports.

In contrast to the responsive variable with significant effect on the Quality of Financial
reports. This can be seen from the value of sig 0.015 < 0.05. The results of this research were
in line with research (Khairaningrum & Rahma, 2020) that states that responsiveness had a
significant effect on the quality of financial reports.

The partial test on the community interest orientation variable obtained a sig value of 0.773 >
0.05. It shows that the Public Interest Orientation had no significant effect on the financial
report quality. According to (Forsyth, 1980) said that ethical orientation is controlled by two
characteristics, namely idealism and relativism. Idealism is an ethical orientation refers to the
extent to which a person is concerned with the welfare of others and strives not to harm
others. Relativism is an ethical orientation that refers to the rejection of universal or absolute
moral principles (rules). At this time, the majority are not oriented to the public interest, only
interests that are personally beneficial. This is the biggest problem today and a problem that
many people complain about (Tupan, 2016). This study is in line with research conducted by
(Ulum, 2005) which shows that the orientation variable has no effect on independence.

Justice variable was declared as insignificant with a value of 0.543 > 0.05. Justice in
Indonesia still stands of certain groups. Research conducted by (Asiam, 2020) stated that
ethics in preparing reports should not only aim to provide benefits to internal parties, but also
to provide benefits to external parties. It aims to improve the quality of financial reports so
that the information presented does not harm any party.

effectiveness and efficiency had no significant effect on the financial reports quality. it can be
seen from the sig value of 0.436 > 0.05. the result is not in line with research conducted by
(Herawati & Nopianti, 2017) that had significant effect on the financial reports quality.
Effectiveness describes the level of ability of the regional government in realizing the planned
Regional Original Income (PAD) then compared with the target based on the real potential of
the region. The higher the effectiveness ratio, the better the local government ability to
manage financial reports. Regional Financial Efficiency is a ratio that describes and shows the
level of comparison between the amount of costs that have been incurred for the realization of
regional expenditures with the realization of revenues that have been received. For this
reason, the regional government needs to calculate carefully and precisely with the level of
costs has spent to realize the entire level of income it has received so that it can be seen
whether the implementation of the income collection activities is efficient or not (Siregar & S,
2020).

Accountability had a significant effect on the financial reports quality with a sig value of
0.000 <0.05. The same result obtained by M. Anas in 2020. There was a significant effect of
accountability on the quality of financial report information indicating that village officials
are able to carry out their duties and functions in government responsibly. Accountability also
occured due to supervision and audit by related parties, for example: sub-district head,
inspectorate, Development Finance Comptroller (DFC) and The Audit Board of the Republic
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of Indonesia (Anas et al., 2021). It should be implemented by local governments in order to
produce accountable and quality financial reports for the public.

The Strategic vision variable had no significant effect on the quality of financial reports with
sig value of 0.723 > 0.05. Government activities in various fields and levels should be based
on a clear vision and mission and the timeframe for its achievement and equipped with
implementation strategies that are targeted, beneficial and sustainable (Amalia, 2018). This
research which stated that the strategy determined by the policy makers was to increase the
capacity of human resources in accordance with the criteria and level of education that
became the basis for producing quality financial reports. The role and responsibility of the
leadership in preparing reports is also very necessary to produce fair and transparent financial
reports.

The human development variable obtained a sig value of 0.797 > 0.05. It shows that Human
Development had no significant effect on the financial reports quality. A similar study was
also conducted by (Harliyani & Haryadi, 2016) which stated that the ratio of regional
financial dependence, PAD effectiveness and PAD efficiency did not have a significant
influence on human development. According to the Ibrahim Index of African Governance
(ITAG) developed by the Ibrahim Foundation, this indicator is measured by comparing Local
government working unit (LGWU) budgets for Education, Health and employment to total
APBD expenditures. The Human Development Index (HDI), specifically measures the
achievement of human development using several basic components of quality of life. This
index is calculated based on data that can describe the four components, namely the
achievement of a long and healthy life that represents the health sector; literacy rate, school
participation and average length of schooling which measures the performance of
development in the education sector; and the ability of people's purchasing power to a number
of basic needs as seen from the average amount of per capita expenditure as an income
approach (Rustariyuni, 2014). But in reality, the government has not been able to fully reach
human development based on the components.

Based on F-test results, the independent variable on GGG had a simultaneous effect on the
quality of financial reports. It can be seen from the value of sig 0.005 < 0.05. Similar results
were also obtained from research conducted by Maryani, Herawati and Nopianti in 2017 and
Masnun in 2018 stated that GGG affected the quality of financial reports simultaneously.
However, to improve the local government financial reports quality needs more attention to
the Implementation of Government Accounting Standards and good governance by increasing
human resources with high competence and integrity who understand the standards and rules.

5. Conclusion

It can be concluded partially only responsive and accountability variables significantly affect
the quality of financial reports. other independent variables such as participation, legal
culture, transparancy of public interest orientation, fairness, effectiveness and efficiency,
strategic vision, and human development had no significant effect on the quality of financial
reports. Simultaneously, all independent variables had a significant effect on the Quality of
Financial reports. This study only collected data from 2016-2018 and only consisted of a few
samples of provincial capitals in Indonesia. It is expected that in the future competent parties
in the field of financial management from government or non-government may provide input
and updates in managing finances so that every local government in Indonesia can produce
quality financial reports. For further research, it is expected to expand the sample of the
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research conducted by adding other indicators considered to have an influence and using data
with the latest year.
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