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 This present study intends to analyze the factors affecting the performance of the local government 
of North Sulawesi. The population of this study includes the members of the Regional People’s 
Representative Assembly and the leaders of Regional Apparatus Organizations managing the 
Regional Revenue and Expenditure Budget (APBD). Those Regional Apparatus Organizations 
include Education and Culture Office, Health Office, Regional Revenue Service, Tourism Office, 
Public Works Office, and Auditor Inspectorate of North Sulawesi Province. The sampling technique 
used is the saturated sampling technique. Data collection techniques employed consist of an 
interview, documentation study, and questionnaire dissemination. The analysis is conducted using 
Partial Least Square (PLS). Based on the analysis, we found that public participation has a significant 
effect on the transparency of financial management; the internal control system has a significant 
effect on local government performance; the internal control system has a significant effect on public 
accountability; the internal control system has a significant effect on the quality of financial reports, 
and public accountability has a significant effect on the performance of local governments. However, 
public participation has no significant effect on local government performance; public participation 
has no significant effect on public accountability; public participation has no significant effect on the 
quality of financial reports; the internal control system has no significant effect on financial 
management transparency; financial management transparency has no significant effect on local 
government performance, and the quality of financial reports has no significant effect on local 
government performance. This study also reveals that public accountability is the mediating variable 
between the internal control system and local government performance. 
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1. Introduction 
 
 
 
 
 
 
 
 

All local governments in Indonesia are responsible for conducting good governance (Good Government Governance) in every 
activity. Every program they run is expected to result in optimum results. A local government is said to have a good performance 
if it can create social welfare. The local government’s performance must be measured, so the public will know how the 
government carries out its responsibilities. Performance measurement is a systematic process for assessing the planned activity 
programs, whether they have been appropriately implemented, and whether the government has achieved the set targets. In 
North Sulawesi (Sulut) Province, which is the object of this study, Manado Municipal Government was the only local 
government granted a “BB” rating for its Government Agency Performance Accountability System (SAKIP) in 2019. That 
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phenomenon shows that the overall performance of the North Sulawesi Province is still far from the expectation. If that is related 
to the predicate of compliance in fulfilling public service standards, the Indonesian Ombudsman has designated North Sulawesi 
as one of the six provinces in Indonesia with low compliance regarding public services. The Indonesian Ombudsman survey in 
public service standards from May to July 2017 has placed North Sulawesi Province in the red zone category. That phenomenon 
is inversely proportional to the performance of North Sulawesi Province’s financial statements assessed by the Supreme Audit 
Agency (BPK-RI), which gave an opinion on the 2018 financial statement of North Sulawesi in a WTP (Fair Without Exception) 
category. Therefore, that mismatch between the opinion of fair without exception and the below-standard implementation of the 
Government Agency Performance Accountability (AKIP) is an exciting problem to research. The factors affecting that result 
are worth researching. Generally, several factors affect local government performance, both the financial and non-financial 
factors. Financial factors include the size of the area (size) proxied by total assets, wealth proxied by Regional Original Income 
(PAD), intergovernmental revenue proxied by the General Allocation Fund (DAU), and capital expenditure (Nugroho, 2018; 
Harumiati & Payamta, 2014; Khasanah & Rahardjo, 2014; Sudarsana & Rahardjo, 2013). Furthermore, financial ratios are 
proxied by the ratio of regional independence, degree of decentralization, and efficiency ratios (Purbasari & Bawono, 2017, Liu 
& Li, 2015; Drew, Kortt, & Dollery, 2015; Nurdin, Stockdale, & Scheepers, 2014; Rusmin, Astami, & Scully, 2014). In 
comparison, the non-financial factors include public participation (public), internal control system (internal control), 
transparency of local government management, public accountability, and quality of financial reports.  
 
This present study attempts to make a research hypothesis by utilizing non-financial variables explained by Hoa and Zamor 
(2017), Raharja et al. (2015), and Achmadi in Sopanah (2010) regarding public participation and local government performance. 
Afiah and Azwari (2015) and Anisatul et al. (2016) found that internal control significantly affects the financial performance of 
local governments. Purnama & Nadirsyah (2016) and Setiyawan & Safri (2016) stated that local government financial 
management transparency significantly influences local government performance. Additionally, Purnama and Nadirsyah (2016), 
Setiyawan and Safri (2016), and Purnama and Nadirsyah (2016) stated that accountability in local government financial 
management significantly influences local government performance. Besides, Afiah & Rahmatika (2014), Afiah and Azwari 
(2015), and Pamungkas (2012) unveiled that the quality of government financial reports directly affects the performance of 
government institutions.  Theoretical literature and several empirical studies also confirmed that those factors affect one another. 
Kim & Lee (2017) found that public participation has a positive and significant effect on transparency. Hoa and Zamor (2017) 
also found a similar result stating that public participation has a positive and significant effect on transparency and 
accountability. According to agency theory proposed by Jensen and Meckling, as cited by Siagian (2014:10), the government 
acts as an agent and is responsible for planning and managing the resources properly. The good management of those resources 
should be written in the regional revenue and expenditure budget and reflected on the financial reports audited by the Financial 
Audit Board. The quality of local government financial reports, therefore, is influenced by public participation. Afiah & 
Rahmatika (2014), Indriasi and Koeswayo (2014), Afiah and Azwari (2015), Agung and Winarningsih (2016), and Silalahi and 
Sinambela (2017) found that internal control system significantly affects the quality of financial reports. Sari (2012) unveiled 
that the implementation of internal control significantly influences the transparency of financial reports. Furthermore, Kewo 
(2017) revealed that the implementation of internal control significantly affects accountability. Based on those explanations, the 
research model of this study is shown in Fig. 1 as follows. 
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Fig. 1. Research Model 

 
2. Research Methods 
 
This study uses a survey method. The object in this study is the provincial government of North Sulawesi with the following 
analysis units: The offices of Regional People’s Representative Assembly (DPRD) and several agencies, namely, the Regional 
Financial and Asset Management Agency, Education and Culture Office, Health Office, Public Works Office, and Auditor 
Inspectorate of North Sulawesi Province. The population of this study consists of 107 persons, determined by using the saturated 
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sampling technique. Data collection techniques used include an interview, documentation study, and questionnaire 
dissemination. The analysis is conducted using Partial Least Square (PLS). 
 
3. Results 
 
Fig. 2 below portrays the analysis results of the research model. 

 
Fig. 2. Analysis Results of Research Model 

 
Based on the analysis results in Fig. 2, the hypothesis test results can be explained in Table 1 as follows. 
 
Table 1 
Hypothesis test results 

No Research Hypotheses Results Conclusion 
1. Public participation significantly affects government performance.  Coefficient =0.031 with the probability (p_value) = 0.761.  Rejected 
2. Public participation significantly affects the transparency of 

financial management. 
Coefficient =0.527 with the probability (p_value) = 0.000.  Accepted 

3. Public participation significantly affects public accountability.   Coefficient =-0.11 with the probability (p_value) = 0.147.  Rejected 
4. Public participation significantly affects the quality of financial 

reports. 
Coefficient =-0.221 with the probability (p_value) = 0.052.  Rejected 

5. Internal control system significantly affects government 
performance. 

Coefficient =0.377 with the probability (p_value) = 0.008.  Accepted 

6. Internal control system significantly affects the transparency of 
financial management.  

Coefficient =0.006 with the probability (p_value) = 0.953. Rejected 

7. Internal control system significantly affects public accountability.   Coefficient =0.694 with the probability (p_value) = 0.000. Accepted 
8. Internal control system significantly affects the quality of financial 

reports. 
Coefficient =0.624 with the probability (p_value) = 0.000 Accepted 

9. Transparency of financial management significantly affects 
government performance. 

Coefficient =-0.19 with the probability (p_value) = 0.279. Rejected 

10. Quality of financial reports significantly affects government 
performance. 

Coefficient =0.037 with the probability (p_value) = 0.796. Rejected 

11. Public accountability significantly affects government 
performance. 

Coefficient =0.384 with the probability (p_value) = 0.019. Accepted 
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4. Discussion 
 
4.1 Effect of Public Participation on Local Government Performance 
 
The finding of this study shows that public participation does not significantly affect local government performance. It means 
the performance of the local government is not influenced by public participation. This result is different from the result of 
previous studies (Hoa & Zamor, 2017; Raharja et al., 2015; Sopanah, 2010), stating that public participation significantly affects 
local government performance. 
 
4.2 Effect of Public Participation on the Financial Management Transparency 
 
The finding of this study reveals that public participation significantly affects the local government’s financial management 
transparency. It means the transparency in financial management conducted by the government is affected by public 
participation. This result is in line with previous studies (Kim & Lee, 2017; Hoa & Zamor, 2017). 
 
4.3 Effect of Public Participation on Public Accountability 
 
The finding of this study unveils that public participation does not significantly influence public accountability.  It means public 
accountability of the government is not influenced by public participation. This result is not consistent with the previous study 
conducted by Bastian (2010). 
 
4.4 Effect of Public Participation on the Quality of Financial Reports 
 
The finding of this study reveals that public participation does not significantly affect the quality of financial reports. It means 
the quality of financial reports produced by the government is not influenced by public participation. The preparation of financial 
reports requires particular knowledge, expertise, and technical skills. The involvement of society in this process, thus, is very 
minimum. This result is not consistent with previous studies (Utami & Efrizal, 2013; Rahayu, 2010). 
 
4.5 Effect of Internal Control System on Local Government Performance 
 
The finding of this study demonstrates that an internal control system significantly affects local government performance. It 
means local government performance is substantially affected by the internal control system. The better the internal control 
system is, the better the local government performance will be. This result supports the previous studies undertaken by Afiah 
and Azwari (2015) and Anisatul et al. (2016). 
 
4.6 Effect of Internal Control System on the Financial Management Transparency 
 
This study’s finding presents that an internal control system does not significantly affect financial management transparency. It 
means the financial management transparency is not merely a result of the prevailed internal control system. This result is not 
in line with Sari (2012), Winidyaningrum (2009), and Nugraha and Susanti (2010).   
 
4.7 Effect of Internal Control System on Public Accountability 
 
The finding of this study reveals that the internal control system significantly affects public accountability of the government. 
It means public accountability is highly influenced by the internal control system. This result supports the Government 
Regulation of the Republic of Indonesia Number 60 of 2008 and research by Kewo (2017), stating that the implementation of 
internal control has a significant effect on local governments’ financial accountability. 
 
4.8 Effect of Internal Control System on the Quality of Financial Reports 
 
The finding of this study indicates that the internal control system significantly affects the quality of financial reports. It means 
the quality of the financial reports is greatly influenced by the internal control system. The better the internal control system is, 
the higher the quality of financial reports produced by the local government will be. This result is consistent with the previous 
studies (Silalahi & Sinambela, 2017; Agung & Winanrningsih, 2016; Afiah & Azwari, 2015; Afiah & Rahmatika, 2014; 
Indriasih & Koeswayo, 2014). 

 
4.9 Financial Management Transparency of Local Government Performance 
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The finding of this study indicates that the transparency in financial management does not significantly affect local government 
performance. It means the performance of the local government is not influenced by the financial management transparency. 
This result validates previous research conducted (Purnama & Nadirsyah, 2016; Setiyawan & Safri, 2016). 
 
 
 
4.10 Quality of Financial Reports on Local Government Performance 
 
This study’s finding exhibits that the quality of financial reports does not significantly affect local government performance. It 
means local government performance is not solely influenced by the quality of the produced financial reports. This outcome 
differs from previous studies conducted (Afiah & Rahmatika, 2014; Afiah & Azwari, 2015; Pamungkas, 2012). 
 
4.11 Public Accountability on Local Government Performance 
 
The result of this study evidences that public accountability significantly affects local government performance. It means local 
government performance is substantially affected by public accountability. This result supports the result of previous studies 
conducted by others (e.g. Purnama & Nadirsyah, 2016; Setiyawan & Safri, 2016). 
 
5. Conclusion 
 
The results of this present study provide a theoretical implication for the accounting literature, primarily in the public sector. 
Besides, this study’s results strengthen the concept of Good Governance, government accounting, Agency Theory, and 
Stewardship Theory. This study’s practical implication implies that the local governments should be more aware of attaining 
real performance. They must not only pursue the WTP opinion but also perform well. It is even worse if they do that by ignoring 
the corruption. In Indonesia’s democratic system, corruption will create a public preference for not voting the incumbent with 
poor economic performance. 
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