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ABSTRACT: This study aims to 1) analyze the effect of budget participation, transparency, and internal control
on accountability and financial performance; and (2) partially analyzing the effect of budget participation,
transparency, internal control on regional financial performance through accountability. Quantitative research
approach and research location in Banggai Regency. Population of 209 people. Methods of data collection
through questionnaires and documentation. The sample collection method is saturated sampling (census). The
analysis method uses the Structural Equation Model (SEM). Research results: (1) Partially there is a positive and
significant influence between budget participation, transparency, and internal control on accountability. (2)
Partially there is a positive and significant influence between budget participation, internal control, and
accountability on regional financial performance. (3) Transparency has a positive and insignificant effect on
regional financial performance. (4) Partially there is a positive and significant influence between budget
participation, transparency, and internal control on regional financial performance through accountability.

Keywords: Budget participation, Transparency, Internal control, Accountability, Regional financial
performance

l. INTRODUCTION

Realizing good governance (Good Governance) requires a change in the paradigm of government
system from centralization to decentralization. According to Widodo (2001, 58) centralization and
decentralization in the process of government administration, development and public services are basically
concerned with the “delegation of authority” which can be measured from the extent to which subordinate units
have the authority and responsibility in the decision-making process. In general, the objectives of regional
autonomy are to increase regional independence, improve transparency and realize public accountability for
regional financial management, increase government responsiveness to public needs, increase public
participation in regional development, increase efficiency and effectiveness of financial management and public
services, and promote democratization in area (Mahmudi 2009).

The implementation of regional autonomy must always be oriented towards improving the welfare of
the community by always paying attention to the interests and aspirations that grow in society. Kaho (2005)
states that the implementation of regional autonomy can be measured from 4 (four) factors, namely 1) Regional
finances must be sufficient and good; 2) The implementing person must be good; 3) The equipment must be
sufficient and good; and 4) Organization and management must be good. According to Halim (2001), one of the
indicators that can be used as a measure to determine the ability of the region when implementing regional
autonomy is the regional financial performance.

The budget is a managerial action plan to make it easier for an organization to achieve its goals
(Rahayu, et.al 2007). In order to get good results from local government budgets for the community, stakeholder
participation in the budget process is needed. Budget participation is considered to have consequences on the
attitudes and behavior of organizational members (Murray, 1990 in Sumarno, 2005). Through budget
participation, subordinates who feel that their aspirations are respected and have an influence on the budget
formulated will have a more sense of responsibility and moral consequences in order to improve their
performance as targeted in the budget.
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Research on the relationship between budgetary participation and managerial performance in the
private sector has been carried out, including Supriyono (2004), Sumarno (2005), Ghozali (2006), Slamet Riyadi
(2000), and Sardjito (2005). Meanwhile, research related to the relationship between budget participation and
managerial performance in the public sector (local government) is still limited, including research conducted by
Ompusunggu and Bawono (2007) and Menka Prihadwi (2016). Katz (2004) states that transparency is an
essential democratic process in which every citizen can see openly and clearly the activities of their government
rather than leaving these activities secret.

Supervision is an action or activity to ensure that the implementation of an activity does not deviate
from a predetermined plan. The main purpose of supervision is not to find mistakes but to direct the
implementation of activities so that the predetermined plans can be implemented optimally (Effendi, 2014: 4).
Internal control according to (Alan, 2005) is a process, which is carried out by the board of directors,
management and other personnel, which is designed to provide adequate assurance regarding the achievement of
organizational goals. Through effective internal supervision, regional leaders can also assess whether the
policies and procedures have been implemented properly so that local government objectives can be achieved.

So far, many empirical studies on regional financial performance in Indonesia have been conducted,
including the purpose of evaluating the financial performance of district / city governments. This shows the
tendency for high attention to improving the quality of the performance of government agencies, especially in
providing services to the community. Based on the background and problem formulations previously described,
the objectives to be achieved in this study are to analyze the effect of budget participation, transparency and
internal control on accountability and regional financial performance. The results of the research are expected to
contribute to regional financial decision making and policies in the future.

. THEORITICAL REVIEW

Budget Participation

Budget participation is the stage of the management's participation in preparing the budget and the
influence of the budget on the accountability center. (Brownell, 1982) defines that the budget is a process of
participation of individuals who will be assessed and may be rewarded for their performance on budgeted goals,
and they are involved in the process and have an influence on the determination of these goals. Budget
Participation is the level of involvement and influence of individuals in the budget preparation process. The
instrument for measuring budget participation variables adopted the opinion of Millani (1975) in Tjandra
(2008), namely: (1) Participation in budgeting. (2) Satisfaction felt in budget preparation. Needs to give an
opinion. (3) Willingness to give opinions. (4) The amount of influence on the determination of the final budget.
(5) Often superiors ask for opinions when the budget is compiled.

Transparency

Transparency is openness in carrying out an activity process. According to Nico Andrianto (2007), it is
explained that transparency is a serious, comprehensive openness, and provides a place for active participation
from all levels of society in the process of managing public resources. The objective of transparency is to
provide financial information that is open to the public in the context of realizing good governance (Good
Governance). According to Krina (2003: 15) forms of transparency, namely: (a) Provision of clear information
about procedures, costs, and responsibilities. (b) Governments should be as open as possible about the decisions
and actions they take. (c) Ease of access to information. (d) Establish a complaint mechanism. (e) Improve
information flow.

Internal Control

Internal Supervision, according to COSO (Committee of Sponsoring Organizations), in DiNapoli
(2007: 1) is a process carried out by the board of directors, management and other personnel, which is designed
to provide adequate assurance regarding the achievement of objectives in the effectiveness and efficiency of
operations, reliability of reporting. finance, and compliance with applicable laws and regulations. Internal
supervision of regional financial performance is very important, because supervision is an effort to ensure
harmony between regional and central financial administration and to ensure the smooth running of the
government in an efficient manner (Halim, 2002).

Accountability

Mohamad Mahsun (2006) distinguishes accountability in the narrow sense and broad meaning,
accountability in the narrow sense can be understood as a form of responsibility which refers to who the
organization (or individual workers) is responsible for and for what the organization is responsible for.
Meanwhile, the definition of accountability in a broad sense can be understood as the obligation of the agent to
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provide accountability, present, report and disclose all activities and activities that are their responsibility to the
principal who has the right and authority to hold this accountable.

Regional Finance

According to Law Number 23 of 2014, Regional Finance is all regional rights and obligations that can
be valued in money and everything in the form of money and goods that can be used as regional property related
to the implementation of these rights and obligations. Article 4 states that regional finances are managed in an
orderly manner, obeying statutory regulations, efficient, economical, effective, transparent, and responsible by
taking into account the principles of justice, appropriateness, and benefits to the community. Regional financial
management means managing and regulating regional finances with the following principles of regional
financial management. (1) Accountability. (2) Able to meet financial obligations. (3) Honesty. (4) The results of
use (effectiveness) and efficiency (efficiency). (5) Control.

Regional Financial Performance

Regional financial performance is the ability of a region to explore and manage original regional
financial sources in fulfilling its needs in order to support the running of the government system, services to the
community and regional development without fully depending on the central government and having the
flexibility in using funds for the benefit of regional community within the boundaries determined by statutory
regulations. Measures to determine the government's ability to manage its own household are: (a) Capability of
organizational structure, (b) Capability of local government officials. (c) Ability to encourage community
participation. Local governments' annual reports should include at least an administrative report, a balance-sheet
and income statement as well as a cash-flow analysis (if accounting system is accrual based). In some countries,
the local governments are required to consolidate their financial statements with those of the subordinated local
public institutions. Local governments could improve their financial management performance by applying for
an external credit rating.

Budget Participation
(X1)

Transparency
(X2)

Regional Financial
Performance

(2

Accountability
(¥)

Internal Control
(X3)

Figure 1. Conceptual Framework Model

Based on the flow of the explanation above, the following hypotheses can be formulated;

Budget participation has a positive and significant effect on regional financial accountability.

Transparency has a positive and significant effect on the regional financial accountability.

Internal control has a positive and significant effect on the regional financial accountability.

Budget participation has a positive and significant effect on the regional financial performance.

Transparency has a positive and significant effect on the regional financial performance.

Internal control has a positive and significant effect on the regional financial performance.

Accountability has a positive and significant effect on the regional financial performance.

Budget participation has a positive and significant effect on financial performance through the regional

financial accountability.

9. Transparency has a positive and significant effect on financial performance through regional financial
accountability.

N~ WNE
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10. Internal control has a positive and significant effect on financial performance through the regional
financial accountability.

1. RESEARCH METHODS

This research is included in the explanatory research type, to test the hypothesized relationship between
variables. According to the level of explanation, it includes associative research which aims to determine the
relationship between two or more variables (Sugiyono, 2002). This study used a survey approach, namely to
determine several variables that affect the accountability variable and regional financial performance in Banggai
Regency. Some of the variables identified were budget participation, transparency and internal control. The
research location is in Banggai Regency.

Types of data used are 1) Qualitative data is data in the form of words, not in the form of numbers.
Qualitative data is in the form of statements of interview results, answers to questionnaires, transcripts of
observations. (B) Quantitative data are data in the form of numbers or numbers. Data sources: (a) Primary data
is data obtained or collected by researchers directly from data sources to answer research questions according to
the wishes of the researcher. (Fuad Mas'ud, 2004). Techniques that researchers can use to collect primary data
include observation and questionnaires. (b) Secondary data is data obtained or collected by researchers from
various existing sources (researchers as second hand).

The population in this study were all SKPD employees who were directly involved and / or were
responsible for local financial management within the scope of the Banggai Regency government, consisting of
heads of SKPD, heads of planning, and officials making commitments. SKPD within the scope of the Banggai
Regency government as well as members of the DPRD. The population and the sample in this study were 209
people. The sampling technique uses saturated sampling technique.

Methods of data analysis using Structural Equation Model (SEM) is a statistical analysis technique that
combines several aspects contained in path analysis and confirmatory factor analysis to estimate several
equations simultaneously.

v. RESULT
Measurement Model

Measurement model test is to test the relationship between indicators and latent variables. The
combination of structural model testing and measurement allows researchers to test measurement errors as an
inseparable part of SEM and perform factor analysis simultaneously with hypothesis testing. The measurement
model is part of the SEM model which consists of a latent construct and several indicators that explain the latent
construct. Testing the measurement model with Confirmatory Factor Analysis (CFA) aims to assess indicator
variables (observed variables) that define a construct or variable that cannot be measured indirectly. The CFA
for each indicator with its loading factor (Lf) are: (X1.1: Lf 0,734), (X1.2: Lf = 0,813), (X1.3: Lf = 0,676),
(X1.4 : Lf=0,687), (X1.5: Lf = 0,707), (X2.1: Lf = 0,758), (X2.2: Lf = 0,608), (X2.3: Lf = 0,699), (X2.4:Lf=
0,782), (X2.5: Lf = 0,704), (X3.1: Lf = 0,799), (X3.2: Lf = 0,701), (X3.3: Lf = 0,703), (X3.4: Lf = 0,763),
(X3.5: Lf = 0,702), (Y1:Lf=0,799), (Y2: Lf=0,701), (Y3: Lf = 0,703), (Y4: Lf = 0,763), (Y5: Lf=0,702),
(Z1: Lf=0,734), (Z2: Lf=0,813), (Z3: Lf=0,676), (Z4: Lf=0,687), (Z5: Lf=0,707).

Validity testing can be seen from the loading factor value. Based on the AMOS output, this value can
be seen in the path diagram or AMOS output on Estimates or standardized regression weights. An indicator is
said to be valid if the loading factor is greater than 0.5. Based on the test results, all indicators are declared valid
because their value exceeds 0.5. Based on the results of these calculations, because there is no construct
reliability value whose value is below 0.60, all the constructs in this study are suitable for use in the model.

Structural Model

Structural model is the relationship between independent and dependent latent variables (variables that
cannot be measured directly and require several indicators to measure them). The structural model describes the
relationship between exogenous latent constructs and endogenous latent constructs. The model structure
includes budget participation variables (X1), transparency (X2), internal control (X3), accountability (Y), and
regional financial performance (Z). Based on the empirical model proposed in this study, the hypothesis
proposed by testing the path coefficient on the structural equation model can be tested. Hypothesis testing is
done by looking at the p-value less than 0.05, so the relationship between variables is significant. In addition, it
can also explain the direct effect, meaning that there is a direct positive influence between the variables, the
indirect effect, which means that there is an indirect positive influence between the variables. The test results are
presented in the following table:
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Figure 2. Result of SEM-AMOS

V. DISCUSSION

The Effect of Budget Participation on Accountability

Budget participation is a process in which employees who are competent in budgeting are given the
opportunity to be involved in and have influence in the budget preparation process. It is hoped that from budget
participation it can minimize conflicts between individual goals and organizational goals and can increase joint
accountability for the budget that has been made. Participation also indicates the need for superiors to
understand the budgets proposed by their work units and the influence on their central budgetary accountability.
Participation will increase morale, generate interest, enthusiasm, and initiative of employees in being
accountable for the budget that has been made. Direct participation in budgeting allows employees to better
understand the objectives to be achieved and they will be more responsive to problems that may arise when the
budget is implemented and accounted for. The results of this study support the findings of Mukmin (2017),
Benny (2018) which in general proves that budget participation has a positive and significant effect on
accountability. However, the results of this study do not support the findings of Rohmawati (2016) which proves
that budget participation is not significant for accountability.

The Effect of Transparency on Accountability

Transparency is the openness of government in providing information related to public resource
management activities to parties who need information. The transparency of financial management carried out
by local governments to the public is a form of the government's success in managing existing funds and this is
evidence of a form of government accountability. The government is obliged to provide information to the
public, so that the public can find out, provide criticism and suggestions, and evaluate the accountability
provided by the government. The results of the study support the opinion of Prajogo (2001) which states that
good governance is characterized by three main pillars which are interrelated basic elements, namely
participation, transparency and accountability. The results of this study also support the findings of Rosa &
Djumali (2019), which prove that transparency has a positive and significant effect on accountability. Likewise,
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the results of this study support the findings of Indah (2014), KMS Syarifuddin (2020). However, the findings of
Fitri (2015), Rahma & Azima (2018), prove that transparency has no significant effect on accountability.

The Effect of Internal Control on Accountability

The internal control component includes the organizational atmosphere and the attitude of government
officials who have ensured that there is compliance with applicable laws and regulations so as to make it easier
to make accountability for regional financial management. Meanwhile, with the existence of effective internal
supervision, it can prevent fraud or other misuse, so as to produce reliable and accountable financial reports. The
results of this study support the findings of Ary (2016); Rakhmini (2014) which proves that internal supervision
has a positive and significant effect on accountability. However, the results of research from Azima (2018)
prove that internal supervision has a positive and insignificant effect on accountability.

The Effect of Budget Participation on Financial Performance

Higher participation will result in better morale and better initiatives to improve regional financial
performance. Budget participation allows employees to channel their knowledge, abilities and expertise to
improve regional financial performance. Therefore, the financial performance achieved by local governments
with budget participation has become a measure that the government has performed well. The results of this
study support the findings of Johny (2014) proving that budget participation has a positive and significant effect
on regional financial performance. Likewise, the results of this study support the findings of Munawir (2007),
Yahya (2008), Johny (2014), Sri (2018).

The Effect of Transparency on Regional Financial Performance

Transparency is considered as something that does not need to be published, especially with regard to
financial information or data. Transparency should be able to provide open and honest financial information to
the public based on the consideration that the public has the right to know openly about the government's
responsibility for resource management and its compliance with laws and regulations. Transparency carried out
by local governments to the community is a form of government success in managing existing funds and this is
evidence that the government's performance is getting better. The government is obliged to provide information
so that the public can find out, provide criticism and suggestions, and evaluate regional financial performance.
The results of this study support the findings of Maria et al. (2019) which in general proves that transparency
has a positive and insignificant effect on regional financial performance. Likewise, the findings of Dito (2018)
prove that transparency has a positive and significant effect on regional financial performance.

The Effect of Internal Control on Regional Financial Performance

The local government has carried out internal control to ensure compliance with laws, regulations,
policies and procedures, thereby increasing public confidence in regional financial performance. Internal
supervision of regional financial performance is very important, because supervision is an effort to ensure
harmony between regional and central financial operations and ensure the smooth running of the government in
an efficient manner. The results of this study support the findings of Hasanuddin (2019), Sri et al. (2019) which
proves that internal supervision has a positive and significant effect on regional financial performance.

The Effect of Accountability on Regional Financial Performance

Accountability is a tool to achieve local government goals by increasing government accountability to
communities who need information related to regional financial management. A government with good
accountability has full responsibility for the people who need information related to regional financial
performance. The results of this study support the findings of Rusdi & Mursalim (2019) which prove that
accountability has a positive and significant effect on regional financial performance. However, there is also a
difference in which research from Rusdi & Mursalim (2019) uses the multiple regression analysis method. The
results of this study support the findings of Johny (2014), Imam (2015), Dito (2018), and Maria et al. (2019).

The Effect of Budget Participation on Regional Financial Performance through Accountability

Employees who are involved in the budget preparation process as measured by perceived satisfaction
in budget preparation, participation in budget preparation, influence on final budget determination, willingness
to provide opinions, and the need to provide opinions, can ultimately increase accountability. Accountability is
an obligation to be accountable for the budget that has been made. Local governments that have good
accountability can increase public confidence in local financial performance. In the end, good local financial
performance reflects that local governments are performing well.

The Effect of Transparency on Regional Financial Performance through Accountability
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Transparency is the openness of government in providing information related to public resource
management activities to parties who need information. Transparency is part of accountability. Accountability is
an obligation to be accountable for the budget that has been made. Local governments that have good
accountability can increase public confidence in local financial performance. In the end, good local financial
performance reflects that local governments are performing well.

The Effect of Internal Control on Regional Financial Performance through Accountability

Internal control is a process carried out by local governments on employees involved in the budget
preparation process. Internal control is designed to provide adequate assurance regarding the achievement of
objectives in the effectiveness and efficiency of operations, reliability of financial reporting, and compliance
with applicable laws and regulations and can ultimately be accounted for properly. Local governments that have
good accountability can increase public confidence in local financial performance. In the end, good local
financial performance reflects that local governments are performing well.

VI. CONCLUSION
Based on the results of research and hypothesis testing, it is concluded as follows:

1. Budget participation, transparency, and partial internal supervision have a positive and significant effect
on the regional financial accountability of Banggai Regency.

2. Budget participation, internal control, and accountability partially have a positive and significant effect
on the regional financial performance of Banggai Regency.

3. Transparency has a positive and insignificant effect on the regional financial performance of Banggai
Regency.

4. Accountability can intervene in a positive and significant manner in the relationship between budgetary
participation, transparency, and internal supervision of the regional financial performance of Banggai
Regency.

5. Accountability has a very large total influence in increasing the relationship between budgetary
participation and regional financial performance.

Suggestions for stakeholders are as follows:

1. The local government of Banggai Regency needs to maintain budget participation, transparency, and
internal supervision because it can increase regional financial accountability.

2. The local government of Banggai Regency needs to maintain budgetary participation, internal
supervision, and because it can improve regional financial performance.

3. The local government of Banggai Regency needs to increase transparency in order to improve regional
financial performance.

4. Accountability can intervene in a positive and significant manner in the relationship between budgetary
participation, transparency, and internal supervision of the regional financial performance of Banggai
Regency.

5. The local government of Banggai Regency needs to pay attention to the needs of employees in providing
opinions, increase information disclosure, carry out regular and direct inspections, and have accuracy and
completeness of information in order to further improve financial performance.
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