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 The purpose of this paper is to study the effect of internal control system and human resource 
competence on information quality of local government financial statement and financial account-
ability. The method of collecting data is questionnaire which is distributed among 161 out of 303 
population of employees of the Agency (Dinas) in the Government of South Sumatra Province, 
Indonesia. The collected data is processed by using SPSS 20.00 with t-test and Path Analysis. The 
result shows that internal control system and human resource competence positively influenced on 
the information quality of local government financial statement. Internal control system and human 
resource competence also influence positively on financial accountability both directly and indi-
rectly mediated by the information quality of local government financial statement. Moreover, the 
information quality of local government financial statement directly and positively influence the 
financial accountability. The results of this study can be beneficial for the government as input and 
material considerations in determining policies specifically related to improve the quality of infor-
mation on government financial statements and financial accountability.  
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1. Introduction 
 
The development and enhancing conscious of new public management reforms for over two decades is 
still continuing as government is looking for reformation and restructuring to enable better delivery of 
public services (Tarofder et al., 2017; Thomas & Nadiyasu, 2017). The debate for good governance began 
in the late 1980s due to the introduction of New Public Management (NPM) in the UK and other devel-
oped countries in the world where NPM was first adopted and then resulted in a new adoption approach 
to public sector management reform (Grace, 2015). International Federation of Accountants stated that 
to build trust in the government, it is crucial that governments give accurate and complete information 
about expenditures and transactions, to show accountability and management, and to strengthen their 
own credibility (IFAC, 2012). The type of information needed can be presented through high-quality, 
strong and effective accrual-based financial reporting systems, which enable for government assets and 
liabilities to be recorded, reported and properly disclosed because they are monitored effectively (IFAC, 
2012). According to the Index of 150 current jurisdictions in the world of 2018, 37 governments (25% 
of jurisdictions covered by the Index) report accrual basic in published financial statements, while 45% 
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switch to accruals or already have several accrual elements in their financial statements and 30% of the 
government still reports in cash basic (IFAC, 2018).  
 
The development of the public sector in Indonesia is a strong demand for public accountability institu-
tions, both central and regional level (Indriasih & Koeswayo, 2014). The Minister of Administrative 
Reform and Bureaucratic Reform of Indonesia, Asman Abnur revealed that currently the majority of 
local governments still have sub-standard accountability values, namely under B throughout 2016 
(Nurmayanti, 2017). The presentation of financial statements is one form of implementation of public 
financial management accountability (Iskandar & Setiyawati, 2015). The financial statements should be 
in accordance with Government Regulation No. 24 (2005) updated by Government Regulation No. 71 
(2010) on Government Accounting Standards (SAP) (Nurlis, 2018). One of the indicators of the quality 
of financial accountability is seen from the opinion of external auditors (BPK) on the presentation of 
government financial statements (Idris et al., 2018). The opinion of the Supreme Audit Agency (BPK) 
consistently consists of: Unfair (TW), Not Giving Opinion (TMP), Fair With Exception (WDP), and the 
best is Unqualified (WTP).  
 
South Sumatra Province get WTP opinion 4 times in a row. However, there are still many irregularities 
found in South Sumatera indicating that the government of South Sumatera still has many weaknesses. 
As stated by Ir Isma Yatun MT as Member V of the Republic of Indonesia's Supreme Audit Board (BPK) 
in the Plenary Session of XV of the South Sumatra Provincial DPRD, the State Audit Board (BPK) still 
found several problems in preparing the Regional Government Financial Statements, including the find-
ings of the examination concerning compliance with laws and regulations, where there is still a financial 
waste for the construction of environmental roads and the Province of South Sumatra which is not dis-
tributing profit sharing to the regions (Hafiz, 2017). This is contrary to the Reform Regulation Number 
15 of 2004 which regulates the criteria for giving opinions on financial statements which is one indicator 
of the quality of financial statements. Based on the problems emerge in the field and the theory used, 
there are several factors that may affect the quality of financial reporting, such as: effectiveness of inter-
nal controls (Nurlis & Yadiati, 2017) and  human resource competence (Nurlis & Yadiati, 2017). Ac-
cording to interviews conducted by the International Federation of Accountants (IFAC) with 25 key 
business leaders, summarized in Integrating Business Reporting Supply Chains, the recent financial crisis 
has exposed deformed or ineffective risk management and internal control performances, specifically in 
some financial institutions. Many organizations were too focused on financial reporting controls, and did 
not fully understand the risks they face. In fact, many, if not most, risks originating in other fields, in-
cluding operations and external circumstances. Facts that occur in the field show that from the examina-
tion of Supreme Audit Agency (BPK) of 542 LKPD of Indonesia reported in Summary of Semester 
Examination Results (IHPS) I (2018) found 6.222 cases of weakness of Internal Control System (SPI) 
consisting of 2.083 problems of weakness of accounting and reporting control system, 2.887 problems 
of weaknesses of the control system of budget execution and expenditure execution, and 1.252 problems 
of internal control structure weakness (Audit Board of the Republic of Indonesia, 2018). In addition to 
internal control problems, BPK also finds the issue of non-compliance with the provisions of legislative 
regulations as many as 6.558 cases covering problems that have financial impacts and errors in adminis-
trative irregularities. Financial problems resulted in losses, potential losses and shortages of revenues 
worth Rp 2.54 trillion (Audit Board of the Republic of Indonesia, 2018). Achieving goals in an organi-
zation depends mainly on employees (Perera et al., 2013). Future benefit and supportability of present 
day organizations rely on intellectual capital of the organization and its capacity to co-make with em-
ployees (Apekshanirmali et al., 2017). When the right employee has been chosen, the manager must do 
important role to lead employee behavior that affects high employee performance in the organization 
(Albattat, 2018). This will help in improving the capabilities and competencies of human resources. Hav-
ing in place a high-performing leadership team, a thinking organization and managers and employees at 
all levels passionately committed to accomplish tasks (Rahman et al., 2018). Employees need the right 
qualifications and good competencies in order to work optimally. Employee competency also influences 
the making of good financial statements that describe how well the achievement of an organization. 
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Qualified human resource can enhance the information quality on financial statement (Nurlis & Yadiati, 
2017). Vice President Boediono (2011) in Kasim (2015) said that based on reports obtained, the lack of 
qualified human resources with the ability to make high quality financial statements is the main reason 
to the poor financial statement quality in government institution. 
 
Based on the phenomenon related to the weaknesses of internal control systems that occur and the pros 
and cons of the influence of human resources on the quality of government financial Statement infor-
mation that affect the achievement of financial accountability, the researchers are interested in examining 
the factors influencing the information quality of local government’s financial statement and financial 
accountability. Because this research emphasizes on internal control systems and human resource com-
petencies as indicators, the results will show which indicators are higher than others, so that the govern-
ment can improve other indicators to reduce problems in the preparation of financial statements to im-
prove the quality of financial reporting information and accountability finance in government. Further-
more, this research is expected to contribute ideas to the government of South Sumatra Province to max-
imize the existing internal control system and the competence of its resources, so that it can truly produce 
quality information from financial statements and improve regional financial accountability. 
 

2. Literature Review   
 

Basically public sector organizations are built on agency theory. Recognized or not in government there 
are relationships with agency problems (Halim & Abdullah, 2006). In agency theory, Jensen and Meck-
ling (1976) and Sieger et al. (2013) define agency relationship as a contract in which one or more prin-
cipals hire agents to perform some services for their benefit by delegating some powers of decision mak-
ing to agents. Based on the agency theory, the practice of financial reporting in public sector organiza-
tions is a concept based on agency theory. In financial reporting, the government acting as agent has the 
obligation to provide useful information to users of government financial information acting as principal 
in assessing accountability and making decisions whether economic, social and political decisions and 
either directly or indirectly through its representatives (Nur, 2015). In addition to agency theory, another 
theory underlying this research is Stakeholder theory. The term Stakeholder was first introduced by the 
Stanford Research Institute (RSI) in 1963 by Freeman (1999). Freeman Matuleviciene & Stravinskiene 
(2015) defines stakeholders as groups or individuals that can influence or be influenced by the process 
of achieving organizational goals. Abi et al., (2018) explain stakeholder theory as a theory which states 
that all stakeholders have the privilege to get information about the activities of the company that can 
impact their decision-making. Anggriawan and Yudianto  (2018) believe that local governments are re-
sponsible for publishing financial statements to stakeholders. Xu et al. (2003) in Anggriawan & Yudianto 
(2018) state that information will be useful if the information can support decision making and can be 
understood by the users. Therefore, the government must ensure the quality of local financial statement 
information so that the financial statements are beneficial for stakeholders. 

 

2.1 Financial Statement 
 

The financial statements are records of financial information of a company in an accounting period that 
can be used to describe the performance of the company (Wikipedia, 2018). According to Fung (2014), 
without the required data and information, it is difficult to completely comprehend the financial condi-
tion. The financial statements to be prepared by the government as stipulated in Government Regulation 
Number 71 of 2010 on Government Accounting Standards include: Budget Realization Report (LRA), 
Balance Changes of Budget Report (SAL Change Report), Balance Sheet, Operational Report (LO), Re-
port Cash Flow (LAK), Statement of Changes in Equity (LPE), and Notes to Financial Statements 
(CaLK). 
 

2.2 Information Quality 
 
English (1996) in Karagül and Özdemİr (2012) described information quality is reliably living up to 
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clients' desires and through information and information services empowering them to play out their  
work successfully. Quality of financial reporting is complete and transparent information, designed not 
misleading to users (Jonas and Blanchet, 2000 in Sudiarianti et al., 2015). In the context of regional 
financial statements, financial statement information in this study is said to be qualified if it meets the 
qualitative characteristics of the financial statements contained in Government Regulation No. 71 of 
2010. Qualitative characteristics of financial statements are normative measures that need to be realized 
in accounting information to meet its objectives. The following four characteristics are the normative 
prerequisites required for the government's financial statement to meet the desired quality, which are 
relevant, reliable, comparable and understandable. 

 

2.3 Financial Accountability 
  

One of the standards in the use of good administration is accountability (Ramdhani et al., 2016). Financial 
accountability is a form of accountability for public institutions to use public funds economically, effi-
ciently and effectively, there is no waste and leakage of funds, as well as corruption (Zeyn, 2011). Further 
the Module of Socialization of Government Accountability Performance Accountability System (AKIP) 
said that an adequate form of accountability media is a form of report that can express the achievement 
of goals through the management of an organization's resources (Lembaga Administrasi Negara, 2000). 
Zeyn (2011) states that there are four dimensions of financial accountability that must be fulfilled by 
public sector organizations (legal entities); namely formulation of financial plans (budgeting process), 
implementation and financing of activities, evaluate financial performance and implementation of finan-
cial reporting. 
 

2.4 Internal Control System 
 

The excellence of the design of internal controls is extremely important to the accomplishment of an 
association (Bin Abdullah & Nor Izah Ku Ismail, 2008). Internal control is a framework of arrangements 
and systems that give protection to a unit's assets and other different assets usable by the association, 
precise and dependable financial reporting confirmation, principles or laws and controls consistence ad-
vancement, and accomplishment of productive and successful tasks (Dzomira, 2014). In Indonesia, in-
ternal control system is set within Government Regulation No. 60 of 2008. According to Government 
Regulation No. 60 of 2008, the Government Internal Control System consists of several elements, namely 
control environment, risk assessment, control activates, information and communication and monitoring 
internal control. 

 

2.5 Human Resource Competence 
 

Human resources are viewed as one of the most significance of the present organizations (Isaiah & 
Ericsson, 2012). Competence-based human resources can improve capacity and build foundations, be-
cause if the people working within the organization have the right competence in accordance with the 
demands of their work, these people are able both in terms of knowledge, skills, and mental and produc-
tive character (Hutapea and Thoha, 2008: 86). Spencer and Spencer (1994) in Hutapea and Thoha (2008) 
revealed that there are three main components of the formation of competence, which are knowledge, 
skills and behavior. In good local financial management, regional work unit (OPD) must have compe-
tence and qualified human resources, supported by accounting education background, often follow edu-
cation and training, and have experience in finance (Sagara, 2015). Then to apply the accounting system, 
human resources (HR) quality will be able to understand the logic of accounting well. 
 
2.6 Research Model 
 
The hypotheses determined by t-test or partial significance test and path analysis. In path analysis, the 
model will have two equations, which can be described as follows, 
Y = pYX1 + pYX2 + e1, (1) 

Z = pZX1 + pZX2 + pZY + e2, (2) 
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where: 
 
X1 = Internal Control System, Y   = Information Quality of Local Government Financial Statement, 

X2 = Human Resource Competence, Z   = Financial Accountability. 

Furthermore, to complement the structural equation is to calculate path coefficients. The path coefficients 
can be calculated using the formula: 
 

ࢋ ൌ 	ඥ െ ࢋ ࡾ ൌ ඥ െ  ࡾ
 

 

2.7 Hypotheses 
 

The hypotheses proposed in this study are: 
 
H1: Internal control system has positive effect on the information quality of local government financial statement.  
H2: Human resource competence has positive effect on the information quality of local government financial 

statement.  
H3:  Internal control system has positive effect on the financial accountability. 
H4:  Human resource competence has positive effect on the financial accountability. 
H5:  Information quality of local government financial statement has positive effect on the financial accountability. 
 

3. Research Methodology 
 

The purpose of this research is to examine the influence of internal control system (independent variable) 
and human resource competence (independent variable) on the information quality of local government 
financial statement (intervening variable) and its impact on financial accountability (dependent variable) 
in South Sumatra, Indonesia. This research uses quantitative approach with primary data received from 
questionnaire. The questionnaire comprises of closed and constructed applying questions Likert scale.  
This study requested for data to be collected from 26 offices in South Sumatra, Indonesia. The data are 
analyzed by statistical procedures using SPSS 20.0.  

 

3.1 Sampling Technique 
  

Sample in this study are staff / employees performing accounting / finance functions at all agencies in 
South Sumatra, taking into consideration that accounting staff as well as the financial department of the 
agencies are parties directly involved in the process of recording financial transactions of the agencies 
and one part in charge to produce government financial statements. To determine the sample size in each 
Dinas the researchers used Isaac and Michael's formula, which is to determine the number of samples 
from a certain population for error rate of 1%, 5%, and 10%. From the table Isaac and Michael it is known 
that from the population of 303 respondents, the sample includes 161 respondents. 
 

3.2 Test of Validity and Reliability  
 

Reliability value of each variable is 0.804 for the internal control system variable, 0.795 for human re-
source competence variable, 0.776 for the information quality of local government financial statement 
and 0.788 for financial accountability. Variable of internal control system (X1), human resource compe-
tence (X2), information quality of local government financial statement (Y) and financial accountability 
(Z) have correlation coefficient values above 0.30. Hence, it can be concluded that all items in the four 
variables are valid. Thus the requirements for the validity of the measuring instrument are complied. 
 

4. Findings 
 
Findings of the study consists of the demographic information, classic assumption test, hypothesis test 
and path analysis. Demographic information will discuss about gender, age, degree of education, educa-
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tional background and length of work. Classical assumption test consists of normality test, multicolline-
arity test, and heteroscedasticity test. Hypothesis test and path analysis will discuss about the findings of 
data analysis. 

 

4.1 Demographic Information 
 

Based on the questionnaire result, it can be concluded that the majority of employees at the Agency 
(Dinas) in the Province of South Sumatra were female (87 or 54%). The age of the respondents, where 
were mostly 40-50 years old with the percentage of 41%. The majority of respondent’s educational level 
was undergraduate education level with a frequency of 72 representing 45% of the respondents. The 
educational background of the respondents are from Economic / Accounting totaled 65 people with a 
percentage of 40%, followed by other majors (Engineering, Law, etc.) with a percentage of 34%, and the 
smallest percentage is the Department of Public Administration, amounting to 25%. While the majority 
of the group of length of work among the respondents are from 6 – 10 years group with 73 people repre-
senting 45% of the respondents. 

 

4.2 Classical Assumption Test 
 

Based on the results of the normality test using the Kolmogorov Smirnov One Sample   method it is 
known that both of Eq. (1) and Eq. (2) have the significance value (Asymp. Sig 2-tailed) more than 0.05, 
namely 0.097 and 0.105. Then the residual value is normal and available data can be used in statistics. 
Multicollinearity tests of this study were by looking at Tolerance and VIF values. The Tolerance value 
of the Eq. (1) and Eq. (2) are more than 0.10 and the Variance Inflation Factor (VIF) value is less than 
10, and it can be concluded that there is no multicollinearity problem in the regression model of Eqs. (1-
2). Moreover, heteroscedasticity test in this study used Glejser test. The regression model of Eq. (1) have 
maintained probability values greater than 0.05, namely 0.064 and 0.546. In addition, the model stated 
in Eq. (2) have maintained a significance values of more than 0.05, namely 0.465, 0.845 and 0.305, 
respectively. It can be said that there was no problem of heteroscedasticity in the regression model of 
Eqs. (1-2) 
 
4.3 Partial Significance Test (t-test) 
 
The t test or partial test aims to test the hypotheses in this study, either in Eq. (1) or in Eq. (2). The test 
used a significance level of 0.05. The value of t table in Eq. (1) is df = 158 (df = 161 - 2 - 1) and the value 
of t table in Eq. (2) is df = 157 (df = 161 - 3 - 1). The results of the t test can be seen in Table 1 as follws. 
 
Table 1 
Partial Significance Test (t-test) Result of Eq. (1) 

Model Unstandardized  
Coefficients

Standardized  
Coefficients

t Sig. t-count 

B Std. Error Beta 

1 
(Constant) 18.691 3.382  5.526 .000  

Internal Control System .222 .036 .422 6.185 .000 1.65455 
Human Resource Competence .328 .064 .347 5.089 .000 1.65455

a. Dependent Variable: Information Quality of Local Government Financial Statement  

 
Table 1 shows the influence of the internal control system, human resource competence on information 
quality of local government financial statements partially. While the results of the t-test in Eq. (2) can be 
seen in Table 2. Table 2 shows the results of the test given in Eq. (2) where it shows the influence of the 
internal control system, human resource competence and information quality of local government finan-
cial statements on financial accountability partially. The criteria for decision making are: 
 

a. If t < t table then Ho is accepted and Ha is rejected. 
b. If t count > t table then Ho is rejected and Ha is accepted. 
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Table 2 
Partial Significance Test (t-test) Result of Eq. (2) 

Model Unstandardized  
Coefficients 

Standardized  
Coefficients 

t Sig. t-count 

B Std. Error Beta 

1 

(Constant) 4.345 2.978  1.459 .147  
Internal Control System .069 .032 .145 2.151 .033 1.65462 
Human Resource Competence .215 .056 .249 3.832 .000 1.65462 
Information Quality of Local Government 
Financial Statement 

.441 .064 .483 6.870 .000 
1.65462 

a. Dependent Variable: Financial Accountability 

 
H1: Internal control system has positive effect on the information quality of local government financial 
statement.  
 
Based on Table 1 it appears that the value of t count on the internal control system variable is 6.185 
greater than the t table that has been obtained previously which is equal to 1.65455 (6.185 > 1.65455) 
with the significance value is 0.000 < 0.05, which means the internal control system partially has a sig-
nificant positive effect on the quality of government financial statement information. 
 
H2: Human resource competence has positive effect on the information quality of local government fi-
nancial statement.  
 
Table 1 shows that the value of t calculated on human resource competence variable of 5.089 is greater 
than the t table (5.089 > 1.65455) with the significance value is 0.000 < 0.05 , which means human 
resource competence partially has a significant positive effect on the information quality of local gov-
ernment financial statement.  
 

H3: Internal control system has positive effect on the financial accountability. 
 

Based on Table 2 it is known that the value of t count on the internal control system variable is 2.151 
greater than the t table that has been obtained previously which is equal to 1.65462 (2.151 > 1.65462) 
with the significance value is 0.033 < 0.05 which means the internal control system partially has a sig-
nificant positive effect on financial accountability. 
 

H4: Human resource competence has positive effect on the financial accountability. 
 

Table 2 shows that the calculated t value in the Human Resource Competence variable of 3.832 is greater 
than the t table 1.65462 (3.832 > 1.65462) with the significance value is 0.000 < 0.05 which means the 
competence of human resources partially has a significant positive effect on financial accountability. 
 

H5: Information quality of local government financial statement has positive effect on the financial ac-
countability. 
 

Based on Table 2, it appears that the calculated t value in the Information Quality of Local Government 
Financial Statement variable of 6.870 is greater than the t table 1.65462 (6.870 > 1.65462) with the sig-
nificance value is 0.000 < 0.05 which means that Information Quality of Local Government Financial 
Statement partially has a significant positive effect on financial accountability. 
 

4.4 Path Analysis 
 
Table 3 
Determination Coefficient Equation 1 

Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .667a .444 .437 3.553 

a. Predictors: (Constant), Human Resource Competence, Internal Control System 
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Based on Table 3, to calculate the path coefficient the following formula is used: 

݁1 ൌ 	ඥ1 െ ܴଶ ൌ √1 െ 0.444 	ൌ 	0.745654 

Meanwhile, structural equation 1 based on Table 1 and Table 3 above, can be known as follows: 
Y = 0.422 X1 + 0.347 X2 + 0.745654 e1 

 

Table 4 
Determination Coefficient Eq. (2) 

Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .754a .569 .561 2.863 

a. Predictors: (Constant), Information Quality of Local Government Financial Statement, Human Resource Competence, Internal Control 
System 

 

Based on Table 4, to calculate the path coefficient the following formula is used: 
 
݁2 ൌ 	√1 െ ܴଶ ൌ √1 െ 0.569 	ൌ 	0.656505	

Meanwhile, structural Eq. (2) based on Table 2 and Table 4 we have, 
 

Z = 0.145 X1 + 0.249 X2 + 0.483 Y + 0.656505 e2 
 

 

The structural equation can be clarified by illustration with the path analysis structure model as follows. 

 
Fig. 1. The results of the testing different hypotheses 

Then to find out the direct effect, indirect influence, and path coefficients of each variable that can be 
seen in the following table: 

 
Table 5 
Path Analysis Result of Eq. (1) and Eq. (2) for the Direct and Indirect Influence 

Variable Path The Direct Influence The Indirect Influence Total 

X1 on Y  0.422  0.422 
X2 on Y  0.347  0.347 
Y on Z  0.483  0.483 
X1 on Z  0.145 0.422 × 0.483 = 0.203826 0.348826 
X2 on Z  0.249 0.347 × 0.483 = 0.167601 0.416601 

e1 0.745654   0.745654 
e2 0.656505   0.656505 

 
Based on Table 5 above, it can be described as follows: 
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a. The internal control system (X1) variable directly has a positive and significant effect on infor-
mation quality of local government financial statement (Y). The coefficient of direct influence is 
0.422 and the significance is 0.000. This means every enhancement in the Internal Control System 
will increase the information quality of local government financial statement by 0.422 or 42.2%. 
The application of good and effective internal control system to the government of South Sumatra 
Indonesia, will tend to produce quality financial statement information that is capable of support-
ing the improvement of the information quality of financial statement. The results of this hypoth-
esis testing empirically support the studies conducted by Modo et al. (2016) who conducted re-
search on the SKPD of the Talaud Islands Regency government. This result is also in accordance 
with the results of research conducted by Nuryanto and Afiah (2013) who stated the higher ap-
plication of internal control in local government, the higher the quality of financial statement. In 
general, this study supports Government Regulation No. 60 of 2008 which defines the Internal 
Control System as an integral process in actions and activities carried out continuously by the 
leadership and all employees to provide adequate confidence in achieving organizational goals 
through effective and efficient activities, reliability financial reporting, safeguarding state assets, 
and compliance with laws and regulations. 

b. Variable of human resource competence (X2) directly has a positive and significant effect on 
information quality of local government financial statement (Y). The coefficient of direct influ-
ence is 0.347 and the significance is 0.000. This means that human resource competence will 
increase the information quality of local government financial statement by 0.347 or by 34.7%. 
The better the competency of the government employees of South Sumatra, the better the infor-
mation quality of financial statements tend to be produced by the government of South Sumatra, 
Indonesia. This result is in line with the results of research conducted by Iskandar and Setiyawati 
(2015) who stated the internal accountant’s competences have positive effects on the quality of 
financial reporting and research conducted by Anggriawan and Yudianto (2018) who agreed that 
human resources influence the information quality of West bandung District financial statements. 
On the contrary, this result is not in accordance with Mustafa et al. (2010) who  found no influence 
between human resource capacity on reliability of financial reporting. This unsignificance is pos-
sible due to the condition of human resource capacity in the accounting / financial administration 
subdivision that has not been supported. In general, the results of this study support the theory of 
competence according to Hutapea and Thoha (2008) which states that competence-based human 
resources can improve capacity and build foundations, because if the people working within the 
organization have the right competence in accordance with the demands of their work, these peo-
ple are able both in terms of knowledge, skills, and mental and productive character. 

c. The internal control system (X1) variable has a positive and significant effect on financial ac-
countability (Z) both directly and indirectly. The direct effect coefficient is 0.145 while the indi-
rect effect is 0.203826. This means that if the internal control system increases, the financial 
accountability will also increase. Both directly and mediated by information quality of local gov-
ernment financial statement. This suggests that a good of internal control system increases the 
information quality of local government financial statements, so that it impacts on the improved 
of financial accountability. 
The results of this hypothesis testing empirically support the studies conducted by Kewo (2017) 
who found that the application of internal control influence on financial accountability of local 
governments in Indonesia. The better the implementation of internal control, the better the ac-
countability of the local government.  

d. The human resource competence (X2) variable has a positive and significant effect on financial 
accountability (Z) both directly and indirectly. The direct effect coefficient is 0.249 while the 
indirect effect is 0.167601. This means that if human resource competence increases, the financial 
accountability will also increase. Both directly and mediated by information quality of local gov-
ernment financial statement. The result of this study is in accordance with research conducted by 
Santoso (2016) where human resource competency has a significant positive effect on regional 
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financial accountability, this shows there is a positive influence between human resource compe-
tencies and regional financial accountability, thus increasing the competence of human resources 
will increase regional financial accountability.  

e. Information quality of local government financial statement (Y) variables directly have positive 
and significant effect on financial accountability (Z). The coefficient of direct influence is 0.483 
and the significance is 0.000. This means that if the information quality of local government 
financial statements increases, the financial accountability will also increase. Every enhancement 
in information quality of local government financial statements will increase the financial ac-
countability by 0.483 or 48.3%. The results of this hypothesis testing empirically support the 
research conducted by Nurrizkiana et. al. (2017) where the presentation of regional financial 
statement has a positive and significant effect on the accountability of regional financial manage-
ment. The result of this study is in accordance with research from Iskandar & Setiyawati (2015) 
who found the quality of financial reporting have a positive effect on the financial accountability, 
even stronger effect and Indriasih and Koeswayo (2014) that the quality of financial reporting 
influence the performance accountability.  

f. The most influential variable on information quality of local government financial statement (Y) 
is internal control system, while the most influential variable on financial accountability (Z) is 
information quality of local government financial statement. 

g. Based on Table 3, the Adjusted R Square value is obtained = 0.437 = 43.7%. This means the 
magnitude of the influence of internal control system and human resource competence on infor-
mation quality of local government financial statement is 43.7% and the rest is influenced by 
other variables not included in this study. 

h. Based on Table 4, the Adjusted R Square value is obtained = 0.561 = 56.1%. This means the 
magnitude of the influence of internal control system, human resource competence and infor-
mation quality of local government financial statement toward financial accountability is 56.1% 
and the rest is influenced by other variables not included in this study. 

 
5. Conclusion and Implication 
 
Based on the research carried out on the Government of the Province of South Sumatra, Indonesia there 
are several issues which can be concluded. The results of this study are answers to what was stated and 
enquired in the research objectives, research questions and hypotheses about the effect of the internal 
control system and human resource competence on the information quality of local government financial 
statement and financial accountability in the Government of South Sumatra, Indonesia. First, internal 
control system and human resource competence have found to have a positive and significant effect on 
the information quality of local government financial statement on the Government of the Province of 
South Sumatra, Indonesia. Then, internal control system and human resource competence have shown to 
have a positive and significant effect on the financial accountability on the Government of the Province 
of South Sumatra, Indonesia, both directly and indirectly mediated by the information quality of local 
government financial statement. The findings of the study can develop existing accounting literature, and 
strengthen previous research that is related to the information quality of financial statement and the fac-
tors that influence. Moreover, the results of this study can also provide empirical evidence for academics 
and consideration for conducting further studies. Based on the perspective of practical implications, the 
results of this study can be beneficial to the government as input and material considerations in deter-
mining policies specifically related to improving the quality of information on government financial 
statements and financial accountability. Researchers have realized that there were still many weaknesses 
in this study due to some limitations. This research was only conducted in the South Sumatra Provincial 
Government, so that the results of this study could not be generalized to all objects. In addition, the 
variables tested on the model developed in this study were only 4 variables, namely internal control 
system, human resource competence, the information quality of local government financial statement 
and financial accountability. The problem of subjectivity from respondents can result in the results of 
this study being vulnerable to the bias of respondents' answers. The use of interview techniques for people 
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who are competent in this case the OPD (agency) leadership can reduce the bias of respondent's answers.  
Also it is expected that further research can expand the research area in other regions and use more 
samples to make research more accurate. 
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