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INTERNET FINANCIAL REPORTING OF PUBLIC
INSTITUTIONS AND E-GOVERNMENT AS A MEDIUM OF
GOOD GOVERNANCE IN INDONESIA

Grace T. Pontoh!*, Yohanis Rura?, Abdul Rahman®, Muhammad Achyar Ibrahim?
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ABSTRACT

Transparency of financial reporting that can be done through various media including internet is ong
important factor of good governance. The use of internet in government has been regulated in
regulations that encourage government to build and to develop websites to present information to the
public. This research analvzes the factors that infl i s internet
reporting (IFR) through e-government. The factors tested in this research are size, leverage, capital
expenditure, and audit opinion of Republic Indonesia Audit Board (BPK). The population of this
research are the 25 minisiries registered in the e-government ranking index (PeGI) in 2013-2015. The
analysis used is the path analysis using SPSS 21 application program. The resulis showed that size,
capital expenditures, and audit opinion of BPK had an effect on the use of IFR through e-government,
whereas leverage had no effect on the use of IFR through e-government. These findings indicate that
e-government is an important mediating factor in disclosing financial reports on the internet as a
medium of good governance for public institutions in Indonesia

Type of Paper: Empirical

Keywords: internet financial reporting, size, leverage, capital expenditure, audit opinion,
e-government

1. Introduction

Internet Financial Reporting (IFR) is a financial report disclosure through the internet.

A-rrnrrlma 1o Orvarela or ol (2003 TER iz a rambination of infarnat sanltimadia canacit-and
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Jerawaty (2015) used e-government as dependent variable
while the research conducted by Saming (2018) used e-government as intervening variable in
several public institutions. namely the provincial government. local governments, ministerial
institutions, and non-ministerial institutions. This research is the development of Saming's
(2018) research that uses e-government as an intervening variable on the use of IFR as a form
of good governance that focuses only on ministerial institutions in Indonesia for the 2013-
2015 period by considering the availability of data that can be obtained, namely the e-
government rating index (PeGI) which is issued by the Ministry of Communication and
Information. This research contributes to public sector information systems which show that
e-government plays an important role in publicizing financial reports on the internet which

will improve transparency and hence, good governance.
2. Literature Review

The role of e-government as a mediating variable in the use of IFR in improving good
governance is supported by the availability of IFR in financial reports on the internet. This
condition will reduce agency problems caused by public transparency and accountability and
will reduce information asymmetry between principals and agents

Large local governments have large amounts of wealth and transfer of wealth (Rahman
et al. 2013). Large local governments are required to conduct transparency on their financial
management as a form of public accountability through disclosure of financial information to
reduce agency costs that can arise due to principal demands for information held by agents.
One of the media that encourages transparency is e-government. as through e-government

access to information becomes easier. Rahman et al. (2013) stated that the amount of total

Table 1 shows that the effect of size on IFR is not fully mediated by e-government
(partial mediation). In other words, the better the e-government owned by the public
institution, the greater mediatory effect egovernment will have on the relationship between
the size of the public institution towards the use of IFR. The results of this research are
inconsistent with Verawaty (2015). who found that there is no positive relationship between
the size of local government and the accessibility of financial reports on the internet through
egovernment. However, the results are consistent with Saming (2018), who found that the
size of the public body has an indirect effect on the use of IFR through e-government. The
greater the size of the public institution, the greater the demand for public accountability and
the reduction of agency costs is. The results of this research further strengthen the application
of agency theory to e-government. Agency problems arise in the public sector due to a lack of
transparency in financial information.

Table 1 shows that leverage does not affect IFR through e-government. In other
words. e-government owned by a public institution is not able to mediate the relationship
between leverage and the use of IFR. This may be because the public institutions examined in
this study have a low levels of debt (5.98%) (Kasmir. 2008, p.164). so there are no demands
from debtors for increased transparency and financial accountability. Based on research
conducted by Gore (2004), the incentives given by debt owners to publish financial reports
are more dominant than regulatory or political costs or regulatory pressure.

Further. the results of this research do not support the agency theory of Zimmerman
(1977), which states that the use of debt to finance public activities is a driver for public

sector managers to reduce the cost of debt. This can be achieved with [FR because with the
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Further. the results of this research do not support the agency theory of Zimmerman
(1977), which states that the use of debt to finance public activities is a driver for public
sector managers to reduce the cost of debt. This can be achieved with [FR because with the
distribution of financial reports on the internet is more efficient and more effective, which
necessarily reduces agency costs. These results are consistent with Verawaty (2015) and
Saming (2018). who found that leverage does not affect financial reporting on the internet.
Hence, egovernment is not able to mediate the relationship between leverage and the use of

IFR.

Table 1 shows that capital expenditure affects IFR through e-government. This means
that e-government owned by a public institution can mediate the relationship between capital
expenditure and the use of IFR. These results are inconsistent with Saming (2018) who states
that the amount of capital expenditure does not affect the use of IFR through e-government.
The difference in research results may be due to the fact that the current research focuses only
on ministerial institutions, looking at the use of IFR from vear to year.

Table 1 shows that the effect of audit opinion of the BPK is fully mediated by e-
government. so the better the e-government owned by public institutions, the greater
mediatory effect e-government has on the relationship between the audit opinion of the BPK
and the use of IFR. The results of this research support Saming’s (2018). which shows that
the audit opinion of the BPK influences the use of [FR through egovernment. The results
indicate that a positive audit opinion will encourage public institutions to reveal their

financial reports on the internet.
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This research aims to identify the mediatory effect of e-government on the use of IFR.
as a form of good governance. The results show that e-government may mediate the
influence of the size of public institutions. capital expenditure. and audit opinions of the BPK
on IFR, whereas the effect of leverage on IFR is not mediated by e-government. This is
because, based on the data available, leverage within ministerial institutions is low (5.98%).
These results show that IFR and e-government can be used to promote public transparency
and accountability.

Based on these results, further research should use measurements issued by the
Ministry of Communication and Information as a measurement of e-government variables in
Indonesia. In addition, this research has further implications for compliance with government
regulations related to the optimization of the use of IFR through e-government for all public
institutions in Indonesia.

The primary limitation of this research is the availability of data. E-government index
data (PeGI) 1ssued by the Ministry of Communication and Information Technology 1s only
available up to 2015. Further studies should not use PeGI as a benchmark for measuring e-
government, except if the Mimstry of Communication and Information provides PeGi data

after 2015.
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