Bandiyono: Budget Participation and Internal Control ..

Budget Participation and Internal Control for Better Quality
Financial Statements

Agus Bandiyono
Politeknik Keuangan Negara STAN

E-mail address:
agusbandiyono@pknstan.ac.id

Abstract: This study aims to determine the effect of budgetary participation on the quality
of the internal control system's financial statements as a moderating variable. This research
IS a quantitative research with the respondents are the principal, the vice-principal, the
teacher, and the school committee of SMA and SMK throughout Tangerang City. SEM PLS
was used to analyze this research data. The data used in this study came from a questionnaire
collected using the survey method. The results of this study are that budget participation has
a positive and significant effect on the quality of financial reports, while the internal control
system as a moderating variable has a strong enough influence on the variable of budget
participation in improving the quality of financial reports.
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Abstrak: Penelitian ini bertujuan untuk mengetahui untuk mengetahui pengaruh partisipasi
anggaran terhadap kualitas laporan keuangan sistem pengendalian internal sebagai variabel
moderator. Penelitian ini adalah penelitian kuantitatif dengan responden adalah kepala
Sekolah, Wakil Kepala Sekolah, Guru dan Komite Sekolah SMA dan SMK Seluruh Kota
Tangerang. SEM PLS digunakan untuk menganalisa data penelitian ini. Data yang
digunakan dalam penelitian ini berasal dari kuesioner yang dikumpulkan dengan
menggunakan metode survei. Hasil penelitian ini adalah partisipasi anggaran berpengaruh
positif dan signifikan terhadap kualitas laporan keuangan, sedangkan sistem pengendalian
internal sebagai variabel moderator memberikan pengaruh yang cukup kuat terhadap
variabel partisipasi anggaran dalam meningkatkan kualitas laporan keuangan.

Kata kunci: akuntansi manajemen, partisipasi anggaran, kualitas laporan keuangan, sistem
pengendalian internal, akuntansi sektor publik.

INTRODUCTION

The quality of local government financial reports (LKPD) continues to increase.
Based on the results of the examination by the Supreme Audit Agency (BPK), the
Unqualified Opinion (WTP) achieved by LKPD increased from 58 percent (313 LKPD) in
2015 to 82 percent (443 LKPD) in 2018. According to the Chairman of BPK Djanegara
(2018), The increase in the quality of LKPD This is partly because the Regional Government
(Pemda) has made improvements to weaknesses that occurred in previous years. Minister
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of Finance, (Sri Mulyani Indrawati, 2018) urged all ministries/institutions as well as local
governments not to be satisfied with the title of Unqualified (WTP) from the audit results
of their financial reports by the Supreme Audit Agency (BPK). In fact, despite receiving
WTP status, there are still many regional heads involved in corruption cases.

Quality financial reports are reports that have accountability and transparency.
Accountability and transparency of financial reports are often a problem for the regions.
Regional Government Financial Reports (LKPD) have not been able to provide satisfaction
or confidence in the community. Local governments are expected to prepare themselves
with regulations concerning financial governance based on government accounting
standards, this is because the indicator of financial accountability can be seen from good
financial reports.

The government in 2020 allocates a fund of Rp. 505.8 trillion from APBN 2020. This
budget is equivalent to 20% of the total APBN and from this budget the government
allocates Rp. 54.31 trillion for School Operational Assistance (BOS) funds. The distribution
of BOS funds has so far been an arena for corruption for local government officials and
school principals. Minister of Finance, (Sri Mulyani Indrawati, 2018) revealed the mode of
corruption of School Operational Assistance (BOS) funds by local government (pemda) and
school principals (principals). Besides, local governments also provide regional school
operational assistance funds (BOSDA). These two elements of operational assistance are
still frequently noted in audits of financial audit agencies.

Based on data released by the Indonesia Corruption Watch (ICW), from 2005 to 2016
there were 93 cases of corruption in schools with state losses of Rp. 136 billion and
involving 65 school principals and 27 school treasurers. This corruption occurs due to weak
supervision carried out by the community and internal institutions itself. The results of the
investigation by the Financial and Development Supervisory Agency (BPKP) that weak
internal control is one of the causes of corruption in government. The Government's Internal
Control System can prevent corruption, compared to repressive actions (Bahdin, 2014).

The concept of the Millennium Development Goals (MDGs) which is one of the
government's programs still needs improvement. The Millennium Development Goals
(MDGs) Program and its derivatives have not been implemented by the government in a
transparent and participatory manner. As a result of the Millennium Development Goals
(MDGs) program which was not transparent and participatory, the budget channeled or
budgeted by the government was not on target. Based on the FITRA study, the government
program budget in the name of the MDGs in each ministry continues to increase from year
to year. The average budget growth for programs to improve maternity and child health
increased by 14 percent during 2006-2013. Even in 2010-2011, it achieved a growth of 38.6
percent.

According to FITRA, one of the factors that caused the MDGs program budget to not
be optimal was the absence of public control. As a result, many programs are not well-
targeted and most of the budget-related to maternal and child mortality at the Ministry of
Health, the majority, almost 75 percent, is spent on official travel expenditures. The details
of the activities listed were dominated by the agenda for coordination meetings, outreach,
facilitation, and monitoring and evaluation. Transparency and public participation will
enable citizens to influence the development and implementation of development goals and
priorities. Public participation can also monitor what the government is doing with public
resources to achieve the MDGs. Besides, public participation must also ensure that the
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government is accountable for the actions and policies they decide to make (Hardia Utama,
M, 2015).

Budgeting in an institution is usually done by asking for input from employees or
involving employees (bottom-up) but there is also an institution that prepares a top-down
budget, meaning that employees only know the budget prepared by management
(Bandiyono and Saputro, 2020); (Bandiyono, 2019). Each of these budget preparation
methods has its own advantages, namely the bottom-up method is usually more aspirational
and in its implementation, the employees also supervise, while the top down method tends
to be faster, but the employees in its implementation just carry it out without feeling the
need to participate. Supervise in its implementation. (Bandiyono and Al Fikri, 2020)

Internal control is very important in maintaining the implementation of the budget
plan. Budget objectives will be achieved if there are tight and reliable controls. According
to (Hoesada, 2013), there are three types of government management control, namely
preventive control, operational control, and performance control. It is hoped that adequate
internal supervision will improve the quality of financial reports. Participating employees
in budgeting and sharing the need to oversee the implementation of a budget plan will reduce
the potential for fraud.

(Aditya and Surjono's, 2017) states that the internal control system has an influence
on the quality of regional financial reports by 36.36% while the remaining 63.64%, the
quality of regional financial reports are influenced by other factors. Hypothesis testing
results in count 2.831> t table 2.145, then Ho is rejected and Ha is accepted, meaning that
there is an influence between the internal control system on the quality of regional financial
reports at the Regional Revenue Service Branch Office of Sukabumi Il Pelabuhan Ratu
Regency.

(Herawati's, 2014) concluded that there was a significant influence between Control
Environment, Risk Assessment, Control Activities, Information and Communication, and
Monitoring on the Quality of Financial Statements simultaneously; partially, there is a
significant influence between the Control Environment, Risk Assessment, and Information
and Communication on the Quality of Financial Statements; Partially, there is an
insignificant influence between Control and Monitoring Activities.

According to research by (Uleng, 2019) Budget participation does not affect the
quality of information on local government financial reports. The results of this study do
not correspond to agency theory and are not in line with previous research results. Internal
control is not able to significantly moderate the relationship between budget participation
and the quality of information on local government financial reports. These results are not
in line with the decision-usefulness theory but are supportive.

THEORETICAL REVIEW

Budget Participation. Based on (Hansen and Maryanne, 2009) participatory budgeting is
a participatory budget that allows lower-level managers to participate in budgeting rather
than burdening the budget to lower-level managers. (Dharmanegara, 2010); (Apriantini et
al., 2014) defines budget participation as a joint decision-making process by two or more
parties where the decision will have a future impact on those who make it, in other words,
lower-level workers and managers have a say in the process. Budget participation is a budget
prepared with the full cooperation and participation of all managers at all levels.
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According to (Sumarno, 2005) the characteristics of participation in budgeting can be
seen from various factors, namely: a) a large influence on participation in budget
measurement; b) influence in the budget preparation revision; c¢) the influence of
opinions/proposals in budgeting; d) confidence in deciding a budget; 5) the importance of
the contribution of suggestions or thoughts in budget preparation; f) participation in budget
preparation activities.

According to (Supriyono, 2000) the basic principles in budgeting are; a) management
involvement, b) organizational adaption, c) accounting responsibility, d) full
communication, e) timeliness, f) reward and punishment.

Financial Report Quality. (Kieso et al., 2012) suggests that the quality of financial
reporting refers to the quality of accounting information, namely the qualitative
characteristics of accounting information. (Agoes, 2012) states that the examination of
financial statements will produce quality financial statements that produce an opinion from
the examiner's professional statement regarding the fairness of the information from the
financial statements. (Heizer and Render, 2006) "Quality is the totality of features and
characteristic of a product or service that bears on its ability to satisfy stated or implied
need.”

(Siregar, 2015), the qualitative characteristics of financial statements are normative
measures that need to be embodied in accounting information so that they can fulfill their
objectives. There are four qualitative characteristics of financial reports, namely:

Relevant. Information that has retrieval benefits, predictive benefits, is presented on time,

and is complete.

Reliable. The information presented is honest, verifiable, and neutral.

Can be compared to. The financial statements can be compared between periods and among

governmental units.

Understandable. Information stated in a form and terms that can be understood by the user.
(Belkaoui, 2004) describes the scope of financial reporting in Statement of Financial

Accounting Concepts No. 1, Objective of Financial Reporting by Business Enterprises are

as follows: “Financial reporting includes not only financial statements but also other means

of communicating information that relates, directly or indirectly, to the information

provided by the accounting system - that is, information about an enterprise's resources,

obligations, earnings, etc.

Characteristics of quality information are referred to in general purpose financial
reporting, which is contained in the conceptual framework for general purpose financial
reporting by public sector entities issued by the (International public sector accounting
standards board, 2010) (Tambingon, 2018), which is the dimension of the quality of
financial reporting are as follows.

Relevance. Financial and non-financial information is relevant if it is capable of making a
difference in achieving the objectives of financial reporting. Financial and non-financial
information is capable of making a difference when it has confirmatory value, predictive
value, or both. It may be capable of making a difference, and thus be relevant, even if some
users choose not to take advantage of it or are already aware of it. (Yuliastuti et al., 2015)

Faithful representation. To be useful in financial reporting, information must be a faithful
representation of the economic and other phenomena that it purports to represent. Faithful
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representation is attained when the depiction of the phenomenon is complete, neutral, and
free from material error. Information that faithfully represents an economic or other
phenomenon depicts the substance of the underlying transaction, another event, activity, or
circumstance which is not necessarily always the same as its legal form.
Understandability. Understandability is the quality of information that enables users to
comprehend its meaning. GPFRs of public sector entities should present information in a
manner that responds to the needs and knowledge base of users, and the nature of the
information presented. For example, explanations of financial and non-financial information
and narrative reporting of achievements and expectations should be written in plain
language, and presented in a manner that is readily understandable by users.
Understandability is enhanced when information is classified, characterized, and presented
clearly and concisely. Comparability can also enhance understandability.

Timeliness. Timeliness means having information available for users before it loses its
capacity to be useful for accountability and decision making purposes. Having relevant
information available sooner can enhance its usefulness as input to assessments of
accountability and its capacity to inform and influence decisions that need to be made. A
lack of timeliness can render information less useful.

Comparability. Comparability is the quality of information that enables users to identify
similarities in, and differences between, two sets of phenomena. Comparability is not a
quality of an individual item of information, but rather a quality of the relationship between
two or more items of information.

Verifiability. Verifiability is the quality of information that helps assure users that
information in GPFRs faithfully represents the phenomena that it purports to represent.

Internal Control System. (Mulyadi's, 2013) states that: "Internal control is part of a system
that includes organizational structure, methods, and measures that are coordinated to
maintain organizational wealth, check the accuracy and reliability of accounting data,
encourage efficiency and encourage compliance with management policies. (Diana and
Lilis, 2011) state that internal control is: "All organizational plans, methods, and
measurements chosen by a business activity to secure assets, check the accuracy and
reliability of business accounting data, improve operational efficiency, and support
compliance. Managerial policies that have been set. " COSO (2013) defines "Internal control
is a process, effected by an entity's board of directors, management, and other personnel,
designed to provide reasonable assurance regarding the achievement of objectives relating
to operations, reporting, and compliance.” (Messier, 2010) defines: "Internal control is a
design and affected by an entity's board of directors, management, and other personnel,
designed to provide reasonable assurance about the achievement of the entity's objectivities
in the following category, Reliability of financial reporting, effectiveness, and efficiency of
operations, and compliance with applicable laws and regulations. "

A good internal control system according to (Mulyadi, 2013), four main elements
must be fulfilled, namely, a) An organizational structure that clearly separates functional
responsibilities, b) A system of authority and recording procedures that provides adequate
protection for wealth, debt, income and costs, ¢) healthy practices in carrying out the duties
and functions of each organizational unit, d) employees whose quality is following their
responsibilities.
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According to COSO (2013) Internal control consists of five integrated components:
1) control environment, 2) risk assessment, 3) control activities, 4) information and
communication, 5) monitoring activities ". Internal control dimensions and indicators are
(1) general control, consisting of (Hopwood and Unerman, 2010), the organization plans
transaction processing, general operating procedures, features equipment control, control
over access to equipment and data. (2) control application, comprising: an input control,
process control, control output. According to (Arens and Elder, 2006), Internal control
includes five categories of control thal management design and implements to provide
reasonable assurance that management's control objectives win be met. These are caned
components of internal control and are: 1) control environment, 2) risk assessment, 3)
information and communication, 4) control activities, 5) monitoring The

Objectives of internal control according to COSO cited by (Sawyer, 2003) are as
follows: Internal control is designed to provide adequate assurance regarding achievements
in terms of operational effectiveness and efficiency, reliability of financial information, and
compliance with applicable laws and regulations. According to (Mulyadi, 2013), the
objectives of the internal control system are divided into two types, namely a) Internal
Accounting Control (Internal Accounting Control), accounting internal control, which is
part of the internal control system, including organizational structure, coordinated methods,
and measures. especially to maintain wealth and check the accuracy and reliability of
accounting data, b) Internal Administrative Control, administrative internal control, which
includes organizational structure, methods, and measures which are coordinated especially
to promote efficiency and compliance with management policies.

THEORETICAL REVIEW

The Effect of Budget Participation on the Quality of Financial Statements. (Hariani and
Veny's, 2018) research states that budgetary participation does not affect the performance
of local government officials in West Jakarta Administrative City. (Uleng, 2019); (Natalya,
Beby et al., 2016) concludes that budget participation does not affect the quality of
information on local government financial reports. Research by (Sawitri et al., 2015);
(Marfuah and Amanda, 2014) states that budget participation has a positive effect on
managerial performance. (Defitri, 2017) states that budgeting participation is very
influential and positively significant on the performance of government officials, this proves
that the higher participation in budgeting will produce effective information between
superiors and subordinates so that communication between superiors and subordinates can
run smoothly. Besides, the performance of government officials is also influenced by the
clarity of budget targets in a positive and significant way, this proves that with a clear budget
target, the budget executing apparatus will also be helped in its realization, this will
indirectly affect the performance of the apparatus. One of the reasons for the ineffectiveness
and efficiency of the budget is due to unclear budget targets which resulted in local
government officials having difficulty in preparing budget targets. (Pebrianti and Aziza's,
2018); (Nouri and Parker, 1996) states that In the planning section of the OPD / regional
device organizations in the Bengkulu City Government related to the clarity of the target, it
should further increase consistency in the determination of budget targets for strategic and
Renja documents, improve quality in determining the achievement of targets every year, for
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financial managers should increase understanding of accountability of each target budget to
improve agency performance accountability.

Research by (Lambajang et al., 2018) states that community participation (X2) has a
positive and significant effect on regional financial supervision (Y). This shows that the
higher the community participation, the higher the resulting regional financial supervision.
(Anwar and Sumiati's, 2014) study concluded that budgetary participation affects the
performance of local government officials, therefore, the Palopo City DPPKAD must pay
more attention than in participating in budgeting it considers its performance more.
Research by (Putra et al., 2014) states that there is a significant and positive influence
between participation in budgeting on managerial performance in SKPD Buleleng Regency,
this is based on the reasons shown as indicated by a significance level of 0.023 PPA with a
significance number smaller than 0.05. (Apriantini et al., 2014) in their research stated that
there is a positive and significant influence between budgeting participation on budgetary
slack and there is a positive and significant interaction effect between a budget emphasis on
the relationship between budget participation and budgetary slack.

Based on the above studies, it can be concluded that budget participation has a positive
effect on the quality of financial reports.

H1: Budget participation has a positive effect on the quality of financial reports.

The Effect of Budget Participation on the Quality of Financial Statements with the
Internal Control System as a Moderating Variable. Based on the research results of
(Aditya and Surjono, 2017) it is known that the internal control system on the quality of
regional financial reports produces a value of r = 0.603 shows that there is a strong and
positive relationship. Analysis of determination yields Kd = 36.36%, meaning that the
internal control system has an influence on the quality of regional financial reports by
36.36% while the remaining 63.64%, the quality of regional financial reports are influenced
by other factors. Hypothesis testing results in 831.2 = count t> 145.2 = table t, then Ho is
rejected and Ha is accepted, meaning that there is an influence between the internal control
system on the quality of regional financial reports. Based on the results of research by
(Mokoginta et al., 2017), it is proven that the International Control System has a significant
negative effect on the quality of government financial reports. The results of this study mean
that the internal control system at North Bolaang Mongondow BPKAD which has been
implemented has been good but in its implementation, it has not been effective and efficient
so that it affects the lack of quality of government financial reports. (Budiawan and
Purnomo, 2014) states that the internal control system does not have a positive effect on the
quality of the financial reports of the Regency / City Regional Government of Bogor, West
Java Province. A good internal control system will not necessarily improve the quality of
the financial reports of the District / City Government in Bogor I, West Java Province.
(Amrullah, 2019) states that the internal control system affects the quality of financial
accountability reports.

Based on the above studies, it can be concluded that budget participation has a positive
effect on the quality of financial reports with the internal control system as a moderating
variable.
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H1: Budget Participation Affects the Quality of Financial Statements with an internal
control system as a moderating variable.

Based on several previous studies, the research framework in this study is as follows:

Budget Participation | Quality of Financial
(X) 4 Statements

(Y)

A

Internal Control System

@

Figure 1. Research Framework

Hypothesis. Based on the literature review and framework, the hypothesis in this study is

H: . | Budget participation affects the quality of financial
HSt | : | Budget Participation Affects the Quality of Financial Statements
atem with an internal control system as a moderating variable.
ents
METHODS

Sample and Data Collection. In this study, the authors used saturated sampling techniques
or census sampling to determine the research sample. In this study, the authors took samples
using a purposive sampling technique. The population in this study were all schools under
the auspices of the Tangerang City Education Office. The research sample criteria in
question are Schools that receive School Operational Assistance Funds for SMA and SMK
Kota Tangerang.

Data collection in this study was carried out using a questionnaire technique.
Respondents in this study will receive three groups of questionnaires consisting of
questionnaire 1 contains budget participation, questionnaire 2 contains internal control
systems, questionnaire 3 contains the quality of financial reports.

Measurement of Variable. Measurement of variables in this study using an ordinal scale.
The data obtained from the questionnaire is ordinal. Ordinal data is qualitative data that uses
numbers as symbols of qualitative data or not actual numbers and statistical procedures,
such as regression, t-tests, etc., require that the data be interval scale.

Regression Analysis. Dependent variable with one or more independent variables, to
estimate and/or predict the population average or the average value of the dependent
variable based on the value of the known variable. The data that has been collected will be
analyzed using statistical analysis tools, namely Regression Analysis, the formula is:
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Y =0+ BrXe+ PaX2F € i 1)
Information:
Y - Quality of Financial Statements
o : constanta
B1 : regression coefficient
B2 . regression coefficient
X1 . budget participation
X2 - internal control system

Data Analysis. The data collection method in this study is a survey method. The survey
method was used to obtain data on SMA and SMK in Tangerang City that received school
operational assistance. Data collection was carried out using a questionnaire. The units of
analysis in this study are SMA and SMK located in the Tangerang City area and receive
BOS funds. PLS-SEM was used as an analytical tool in this study.

ANALYSIS AND FINDINGS

Validity Test. The results of the validity test were carried out by calculating the correlation
of each research variable. The statement/research variable is declared valid if it has a loading
factor above 0.70 of the intended construct. While the loading factor of 0.50 to 0.60 can still
be maintained (Ghozali, 2014). The research variable is said to meet the validity if it is
positive and the loading factor is above 0.50. The results of the validity test can be seen in
Table.

Table 1. Validity Test

No Variable Dimension Score Results
Participation in the
preparation of activity 0.91 Valid
1 Participation in the Budget proposals -
Involvement in the
discussion of proposals 0.86 Valid
with the budget team
Contrlb_utlon in 0.82 valid
budgeting
Environment 0.78 Valid
Risk Assessment 0.77 Valid
9 Internal Control System Control Activities 0.70 Valid
Control Information and
ntormation 0.80 Valid
Communication
Monitoring 0.88 Valid
Relevant 0.89 Valid
3 Quality of Financial Reliable 0.91 Valid
Statements Easy to understand 0.92 Valid
Can be compared 0.78 Valid
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Reliability Test Reliability test. Results can be measured by two criteria, namely
composite reliability and alpha Cronbach. The construct is said to be reliable if the reliability
value of the composite and Cronbach alpha is above 0.70. (Gozhali, 2014).

Table 2. Reliability Test

Cronbach's | Composite Results

Alpha reliability
Budget Participation 0.86 0.92 Reliable
Internal Control System 0.92 0.96 Reliable
Financial Report Quality 0.78 0.83 Reliable

Based on the table above, it is known that all variables have a value of composite
reliability and alpha Cronbach is greater than 0.70 so that all research variables are said to
be reliable.

Hypothesis Testing

Effect of Budget Participation on Quality of Financial Statements

Table 3. R-Square Table R

Square R Square Adjusted
KLK 0.876 0.936

Table 4. VValue Path Coefficients

Sample | Standard -
Mean Deviation T Statistics P Values
(M) (STDEV) (|O/STDEV )

Original Sample
(©)

Budget-> KLK 0.694 0.026 0.023 14.324 0.012

Based on table 3 it can be explained that the R-square value is 0.876 which means the
variability construct of the financial report quality (KLK) which can be explained by the
budget participation construct, the construct of an internal control system is 87.6%.

Based on table 4 the parameter coefficient is 0.964, which means that there is a
positive influence on budgeting participation in the quality of financial statements.
Budgeting participation affects the quality of financial reports by 69.4% while 30.6% is
influenced by other variables. The higher the participation in budgeting, the better the
quality of financial reports.
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The t statistical value is 14,324 while the t table with a significance level of 5% is
1,960, so the t statistical value is greater than t table (14,324> 1,960). This means that
budgetary participation has a significant effect.

Based on the facts in the field that participation in budgeting is relatively high because
the school budget is compiled together with all school elements, namely the principal,
deputy principal, school committee, teachers, and representatives of parents of students.

The results of this study are in line with the research of (Sawitri et al., 2015) which
states that budget participation has a positive effect on managerial performance. (Defitri,
2017) states that budgeting participation is very influential and positively significant on the
performance of government officials, this proves that the higher participation in budgeting,
the more effective information between superiors and subordinates will result so that
communication between superiors and subordinates can run smoothly. Relatively the same
research results were obtained from the research of (Pebrianti and Nurna, 2018), research
by (Lambajang et al., 2018), and (Apriantini et al., 2014).

The results of this study are not following (Hariani and Veny, 2018) research which
states that budgetary participation does not affect the performance of local government
officials in West Jakarta Administrative City. (Uleng, 2019) concluded that budget
participation does not affect the quality of information on local government financial
reports.

The Effect of Budget Participation on the Quality of Financial Statements with
Internal Control Systems as Moderating variables.

Table 5. Value Path Coefficients

Original Sample [S)tea\l/r;ggg(rj] T Statistics (| O / P
Sample (O) Mean (M) (STDEV) STDEV |) Values
Budget-> SPI -> KLK 0.896 0.016 0.006 11.566 0.012

Based on table 5 it is known that the parameter coefficient value is 0.896 which means
that there is a positive influence on the moderating variable of the internal control system
on the quality of financial statements. The internal control system moderating variable
affects the quality of financial reports by 89.6% while 10.4% is influenced by other
variables.

The t statistical value is 11,566 while the t table with a significance level of 5% is
1,960, which means that the t statistical value is greater than t table (11,566> 1,960). This
means that the moderating variable of the internal control system has a significant effect on
the quality of financial reports.

The results of this study are in line with the research of (Aditya and Surjono, 2017),
it is known that the internal control system on the quality of regional financial reports
produces a value of r = 0.603, which indicates that there is a strong and positive relationship.
The same results were also obtained from (Amrullah, 2019) which states that the internal
control system affects the quality of financial accountability reports.

The results of this study contradict the results of research by (Mokoginta et al., 2017)
proving that the internal control system has a significant negative effect on the quality of

Jurnal Akuntansi/Volume XXIV, No. 02 December 2020: 313-327 323
DOI: http://dx.doi.org/10.24912/ja.v24i2.699




Bandiyono: Budget Participation and Internal Control ..

government financial reports. (Budiawan and Purnomo, 2014) states that the internal control
system does not have a positive effect on the quality of the financial reports of the Regency
/ City Regional Government of Bogor, West Java Province. A good internal control system
will not necessarily improve the quality of the financial reports of the District / City
Government in Bogor I, West Java Province.

CONCLUSION

Based on the research hypothesis, framework, and discussion, it can be concluded that
budget participation has a positive and significant effect on the quality of financial reports.
The involvement of school elements in budget preparation gives them the responsibility to
participate in supervising the implementation of the budget. The participation of good
school elements in preparing a budget will have an impact on the quality of financial reports.
Internal control system moderating variables have a positive and significant effect on the
quality of financial reports. The internal control system provides improvements in the
quality of financial reports. This shows that the internal control system actually functions as
a research variable.

Limitation And Future Research. This study aims to contribute to the development of
science, but this research has many limitations, namely, the samples in this study only come
from high schools (SMA) and vocational high schools (SMK) so that the results of this study
cannot be used. to generalize the situation in other areas. The data generated from the
questionnaire data do not necessarily indicate the actual situation. The research variable that
affects the quality of financial reports is only one variable and one moderating variable, so
it is hoped that for the next research, it is expected that for the next research, it will add other
variables such as leadership style, compliance with laws and regulations, and competence
of human resource axis.
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