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Abstract. This study aimed at analyzing whether there is a significant and positive correlation
between the ratio of the regional revenue and the size of the local government and the ratio of
regional spending and income per capita of the resident of a local region with the accessibility of
Internet financial reporting by using government website (e-government). This study considered all
cities and regencies in West Java provided their e-government website was not under repair during
observation in April 2018. The study was triggered by Law No. 14 of 2008 on Public Information,
which obliges governments to disseminate public information in a way that is easily accessible by the
public. This can be accomplished using e-government. The results show that there is no significant
relationship between the ratio of local regional revenue and the size of local government, and the
ratio of regional spending and income per capita of a local government with the accessibility of
Internet financial reporting.
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1 Introduction

Act No. 14 in 2008 regarding public disclosure states that obtaining public information is a citizen’s right
that must be protected. Laws and public bodies are required to apply a good information system to accurately
convey public information through electronic and non-electronic media. This is also in line with the government
agenda of financial reforms and regional autonomy to achieve accountability and transparency of government
management. The existence of transparency is marked by the fulfiliment of public information to the people
through media where people can easily access it.

The development of information technology facilitates access to this information. Information technology
such as the Internet allows people to exchange information quickly and easily. One of the media that can be
used to disseminate information about local government activity is the official website of local governments,
namely e-government. The government has issued instructions on strategies and policies on e-government
through Presidential Instruction (Inpres) No. 3 of 2003, followed by the Ministry of Telecommunications and
Informatics issuing Guidelines for Local Government Website Implementation and BluePrint implementation of
e-government applications.

Muhamed and Bahuony (2014) stated that the main benefits of IFR (Internet Financial Reporting) are the
potential benefit of reducing the cost of production and distribution of financial information as Internet
technology supports organizations reaching a much wider range of users of financial information at a relatively
lower cost.

Public sector financial disclosure or reporting using the government’s website (e-government) is called IFR.
IFR is using the capacity and support of the Internet to communicate interactively about financial information
(Oyelere et al., 2003). IFR is the distribution of an organization’s financial and performance information using
Internet technologies. Hiola et al., (2016) stated that publishing financial reports through IFR media could be
done in a relatively short time and with broader coverage of users. Hiola (2016) found that the compliance
degree of disclosure of financial information on the web (IFR) by local governments in Sulawesi was still
relatively low. Verawaty (2016) stated in her research on public sector organizations that Internet technologies
provide an opportunity to improve accountability and responsiveness to the needs of its people.

Act No 14, Article 9, paragraph 4, in 2008, obliges the dissemination of public information in a way that is
easily accessible by the community, including through e-government. Based on this, local governments should
make use of the irwebsites, as an official means to convey public information.

Research in several countries shows one form of accountability and transparency of local governments is
done by publishing its financial report on the Internet (Laswadet all, 2005). Some regulations in Indonesia, e.g.
Government Regulation (PP) No. 6 in 2008, Government Regulation No. 3 in 2007 and Permendagri No. 7A in
2007, state implicitly the use of electronic media to disclose information to the public.

Research on the accessibility of financial statements is still rare in Indonesia while similar studies in other
countries have not produced the same outcomes. Weli (2017) in her research on the implementation of IFR in
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companies stated factors affecting the level of IFR disclosure include company size, type of industry, listing
process on a stock market, the company’s performance and corporate governance.

Public disclosure law requires the provision of financial information as part of the public information that
must be announced periodically through the e-government media facilities. This motivated the authors to
research this topic by associating the accessibility of IFR with variables such as the size of local government,
income per capita of population, regional spending and ratio of local own revenue.

Loca governments with high regiona revenue will demonstrate to their stakeholders that the local
government is performing well. The tendency to demonstrate the achievement of this high performance is
reasonable as a form of public promotion to its people. This is supported by the research conducted by Craven
and Marston (1999), who stated that local government with poor performance would limit access to information
of the community.

Local governments with high income per capita have a higher demand for accountability, according to
Giroux and McLelland (2003) and Ingram (2004). Accountability isin line with the demand for transparency of
financial information, which is given to the community through the provision of information by using e-
government.

Regional spending is used to provide basic services to the public through the provision of various facilities
and infrastructure. Local governments with high local expenditures tend to show this to the public to show their
performance. Disclosure of information to the public is more easily provided through the official e-government
facilities of the local government.

The size of a local government is represented by the local population. According to Groff and Pitman
(2004), large cities generally have more accounting activities and larger budgets for information technology
services. This accounting activity is related to the needs of its citizens, who request more financial information.

This study aimed to analyze whether there is a positive correlation between the ratio of the regional revenue
to the size of the local government, and the ratio of regional spending to the local income per capita using the
accessibility of IFR. The population in this study are all municipalities in West Java provided their e-
government services were not under repair in April 2018.

2. Theoretical Background

2.1 Literature Review

With the implementation of Law No. 22 of 1999, which later became Law No. 32 of 2004 on Regional
Government and Law No. 25 of 1999 that became Law No. 33 of 2004 on financial balance between central and
regional governments, the era of regional autonomy began in Indonesia. These laws separate the functions of the
regional governments (executive) and the functions of the people’s representatives (legidative). Thus, there is
an agency relationship between the local government and the people’s representatives. Jensen et al. (1976)
described agency relationships as contracts in which one or more persons engage with others to serve those
involved with some decision-making authority to the agent.

Signaling theory explains that the government as a party, given the mandate of the people, tries to signal the
community (Evans and Patton, 1987) with the goal that the people will continue to support the current
government. Financial statements can be used as a means to signal the community. Good governance
performance are informed to the people both as a form of responsibility and as a promotion for public purposes.

According to Verawaty (2015), both theories (signaling theory and agency theory) are the basis that public
information disclosure is necessary, including through the Internet with e-government facilities. The use of IFR
has many advantages: | FR can distribute information quickly (timeliness) and can be used to disclosure financial
statements more adequately (disclosure).

2.2 Hypothesis Development

2.2.1 Locally Regional Revenue

Locally Regional Revenue (LRR) is an important source of income for aregion in meeting its spending. Law
No. 33 of 2004 defines LRR i asincome earned by areas levied according to local regulations by their laws and
regulations.

Local governments with high revenue will demonstrate to their stakeholders that they are performing well.
Local governments with poor performance will limit access to information of the community (Craven &
Marston, 1999). Conversely, according to signaling theory, local governments with good performance will
disclose more information by using better information-delivery techniques. This is also supported by research
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conducted by Ingram (1984) and Laswad et al. (2005) that the greater is a region’s wealth, the greater is the
level of disclosure made by the local government.

H1. Locally Regional Revenue (LRR) ratio significant and positive influences Internet Financial Reporting
(IFR) Index.

2.2.2 Income Per Capita

According to Giroux and McLelland (2003) and Ingram (2004), regions with larger income per capita have a
higher demand for accountability. High-income areas will have higher political oversight by community groups
and will demand more information be disclosed on performance. In today’s transparency era, people are aware
that they are entitled to public information, including financial information.

The demand for accountability and transparency by populations with high income identifies a positive
relationship between local revenue and the provision of financial statements on e-government websites.
H2. The income per capita has a significant and positive influence on IFR Index.

2.2.3 Regional Spending

According to Law No. 32 of 2004, regional spending must be used to protect and improve the quality of
people’s lives in the form of improving basic services, education, provision of health service facilities, social
facilities, and public facilities as well as developing a social security system. The higher is the level of service
provided, the higher is the desire of a local government to disclose its service information through its website.
Regional Spending can be categorized as direct spending or indirect spending. Direct spending is spending
directly related to activities, whereas indirect spending is spending that is not directly related to the
implementation of activities. Direct expenditure greatly affects the output of activities of aregion. Therefore, the
higher is the ratio of direct expenditure to total, expenditure is the higher the desire of the local government to
disclose the service information through the local government website.

H3. Regional spending has a significant and positive influence on IFR Index.

2.249ze

The studies on the IFR of local governments report that there is a relationship between population and IFR. This
is aso supported by research conducted by Styles and Tennyson (2007) stating that cities with higher
populations will provide easier access to financial statement information through the Internet. Therefore, it can
be concluded that the greater local populations will have a higher demand for easy accessibility to financial
statement information.

H4. Sze has a significant and positive influence on IFR Index.

3. Resear ch M ethodology

3.1 Data Collection

The population used in this study includes al district and municipal governments in West Java. The sample
was determined based on the criteria that: they utilized e-government in April 2018, and their website was not
under repair. Data were also collected through the website of the Central Bureau of Statistics.

3.2 Operational Definition

The following model was used in this research and the variables are defined in Table 1.

IFRit= ait+ B1ilCit + P2iIRSt+ B3ILGRit+ B4i SZEit+ +¢it (1)
Table 1. Variable Definition
Name
IC Income per Capita
RS Regional Spending
LRR Locally Regiona Revenue

SIZE Size of City Government
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According to Styles and Tennyson (2007), the Calculation of Accessibility Index Value (CAVI) is the basis for
assessing how many steps are needed to find financial statements in e-government. This index is measured as
shown in Table 2.

Table 2. Calculation of Accessibility Index Value (CAVI)

Point Code Description
If the official city website appears on the first page of results for

+1point A Google or Y ahoo search using city hame and state
. If the official city website has the link to CAFR data on the

+1 point B ;
website homepage

+1 point c If the official city website has the search engine that finds CAFR
using terms CAFR and financial statement

+1 point D If 3 or fewer web pages (or clicks of the mouse) to view CAFR
data from the city website homepage

+1 point E If CAFR provided on the officia city website as an indexed pdf
file(s) or HTML format.

+1 point F If the city provides CAFR data in more than one file; files for
different sections/pages of full CAFR document
If theindividual file(s) providing CAFR datalessthan 3 MB in

+1 point G size

+1 point I If the official city website provides CAFR data for prior years

+1 point 3 If the official city website provides information on obtaining or

access to a printed copy of the city’s CAFR (J)
= Possible scores of 10 points.
CAFR = Comprehensive Annual Financial Report

4. Results and Discussion

4.1 Research Population

The survey conducted on all district and municipal governments in West Java are 27 local governments
consisted of 18 regencies and 9 cities. The preliminary survey, as shown in Table 3, indicates that al local
governments had e-government in online status.

Table 3. Status of E-Government

. : Status of E- . : Status of E-

No City/Regencies Government No City/Regencies Government
Regencies 14 Kab Purwakarta OnLine
1 Kab Bandung OnlLine 15  Kab Subang OnLine
> Kab Bandung on Line 16  Kab Sukabumi OnLine
Barat 17  Kab Sumedang OnLine
3 Kab Bekasi OnLine 18  Kab Taskmalaya OnLine

4 Kab Bogor On Line Cities

5 Kab Ciamis OnLine 19 KotaBandung OnLine
6 Kab Cianjur OnLine 20 KotaBanjar OnLine
7 Kab Cirebon On Line 21  KotaBekas OnLine
8 Kab Garut OnlLine 22  KotaBogor OnLine
9 Kab Indramayu OnlLine 23 Kota Cimahi OnLine
10 Kab Karawang OnlLine 24 KotaCirebon OnLine
11  Kab Kuningan OnlLine 25  KotaDepok OnLine
12 Kab Mgaengka OnlLine 26  Kota Sukabumi OnLine
13  Kab Pangandaran OnlLine 27  KotaTasikmalaya OnLine
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4.2 Result Test

4.2.1 Normality Test

The normality test aimed to test whether independent variables and the dependent variable were normally
distributed in the regression model.

Table 4. One-sample K olmogor ov—Smirnov Test

Unstandar dized
Residual

N 27

Normal Parametes 0,0000
Mean
Std

Deviation 2,71939725

Most Extreme Differences 0.158
Absolute

Negative -0,114

Test Statistic 0158

Asymp.Sig. (2-tailed) 0,096

Based on Table 4, the result shows a significant value of 0.096. Asymp value. Sig (two-tailed) shows that the
significance value of 0.096 is more than the 0.05 significance level (0.096 > 0.05); therefore it can be concluded
that the data used in this study are normally distributed.

4.2.2Autocorrelation Test

The autocorrelation test aimed to test whether the linear regression model correlates residual in period t with a
residual period t-1 (previous period).

Table5. Model Summary

R Adjusted = Std. The | Durbin
Mod R Square R Square | error of -
el The Watson
Estimate
1 0.229 = 0.052 -0.128 2,967 1.363

According to Table 5, the value obtained from the Durbin-Watson (DW) test is 1.363. The value of Durbin-
Watson with a = 5% for n = 27 and the independent variable (k) = 4 are dl = 1.0616 and du = 1.7591. Since (4-
1.363) > 1.7591, it can be concluded that the model does not have an autocorrelation problem.

4.2 3Multicollinearity Test

The multicollinearity test aimed to see whether there is a correlation among the independent variables in the
regression model. This test was done using the values of tolerance and Variance Inflation Factor (VIF). A
regression model was free of multicollinearity if it possessed a Tolerance value above 0.1 and VIF under 10.

Table 6. Multicollinearity Test

Collinearity Statistics
Modél Tolerance VIF
IC 0,394 2,535
RS 0,400 2,499
LRR 0,212 4,712
SIZE 0,911 1,097
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According to the result in Table 6, the tolerance values of the four variables are above 0.1 and VIFs of the four
variables are below 10. Therefore, it can be concluded that there are no symptoms of multicollinearity among
the independent variables used in the regression model.

4.2.4 Heteroscedasticity Test

The heteroscedasticity test aimed to test whether the regression model has inequality residual variance from one
observation to another observation. To detect the occurrence of heteroscedasticity, the level of significance of all
variables must be greater than 0.05. In Table 4, it can be seen that the value of absolute unstandardized residual
is 0.158, which is above the level of significance of 0.05 (0.158> 0.05). Therefore, it can be concluded that the
regression model used in this study does not experience symptoms of heteroscedasticity.

4.3 Hypothesis Test

The F-value analysis was conducted to determine whether the regression model used in this study is feasible for
further analysis. The model is feasible if the significance value <0.005. Based on the test result in Table 7, the
level of significant value is 0.000, which is <0.005. Therefore, it can be concluded that the regression model in
this study is feasible for further testing analysis.

Table7. F-Value Analysis

Model ggri df S'\gj:“r’e F sg
Reyess gy 4 289 0261 0000
Resdud 184878 21 8804

Total 195115 25

Theresults of all the hypothesis tests are summarized in Table 8.
Table 8. Result Summary

Variable Sig Test Result
IC 0.541 0.541>0.05 Reject
RS 0.542 0.542 > 0.05 Reject
LGR 0.722 0.722>0.05 Reject
SIZE 0.856 0.856 > 0.05 Reject

Hypothesis 1.

Based on the regression result, the significant value is 0.722. This value is greater than the value of significance
a = 0.05, thus the ratio of LRR is not a determinant factor to explain the accessibility of IFR through e-
government. In general, local governments with high local revenues will try to maximize services to the
community through the provision of various programs and facilities. The provision of these programs and
facilities will use a variety of resources, therefore the need to disclose the high level of financial information in
its financial statements will be higher. This is also supported by research conducted by Ingram (1984) and
Laswad et al. (2005) showing that the greater is the region’s wealth, the greater is the level of disclosure made
by local governments. However, in redlity, the result of this study shows that Bekasi has the highest locally
generated revenue, but has the level of IFR of 1 out of the ideal level of 10. On the other hand, Tasikmalaya has
the lowest regional revenue ratio among the local governments of West Java, but the value of accessibility of
IFR is relatively good with a value of 7. The city of Depok with the second-highest LRR ratio has an IFR
accessibility value of 5, still lower than Tasikmalaya. Meanwhile, local governments with alevel of LRR ratios
above the average still do not have good IFR, such as Kota Sukabumi and Kota Bekasi with Internet
accessibility value of 1.

Hypothesis 2:

Based on the regression result, the significant value is 0.541. This value is greater than the value of significance
a = 0.05, thus the income per capita of a local government is not a determinant factor that can explain the

101



ATL'I‘;\RNE.gg Advancesin Social Science, Education and Humanities Research, volume 426

accessibility of IFR through e-government. Based on previous literature studies, according to GASB (1999) and
GFOA (2003), Styles and Tennyson (2007) stated that regions with larger income per capita have higher
accountability demand for financial statements. This was also supported by Verawaty and Merina (2011).
However, in redlity, the highest income per capita of local government is in the city of Bandung, which has
access to IFR with a value of 8. Bekasi and Purwakarta Regency with the second and third highest income per
capita only have access to IFR with a value of 1. Meanwhile, local governments with above-average income per
capita values still do not have good Internet accessibility values, such as Sukabumi and Kota Bekas with
Internet accessibility values of 2 and 1, respectively.

Hypothesis 3:

Based on the regression result, the significant value is 0,542. This value is greater than the value of significance,
a = 0.05, thus the ratio of regional spending is not a determinant factor that can explain the accessibility of IFR
through e-government. Bekasi’s local governments has the highest regional expenditure ratio but has the lowest
IFR accessibility of 1 (one). Meanwhile, Kabupaten Tasikmalaya, which has the second-lowest regional
spending ratio, has an IFR accessibility value of 7. Furthermore, local governments with above-average
spending ratio still do not have good Internet accessibility, such as Kota Sukabumi and Kota Bekasi with
Internet accessibility values of 2 and 1, respectively. The only local government with an above-average
spending ratio that has arelatively good |FR accessibility value is Cirebon City with avalue of 7.

Hypothesis 4:

Based on regression results, the significant value is 0.856. This value is greater than the significance value, a =
0.05, thus the size of a local government is not a determinant factor that can explain the accessibility of 1FR.
Bogor Regency is the local government with the largest local government size and has a IFR value of 7.
However, this value is still not the ideal value of 10. Thisis followed by Bandung Regency, the second-largest
local government, which also has IFR accessibility value of 7. Meanwhile, Bekasi and Kota Bekasi, with the
third- and fourth-largest local governments, have the smallest Internet accessibility of 1.

5. Conclusion

The law of public disclosure requires the provision of financial information as part of the public information
that must be published periodically through e-government. This study analyzed the accessibility of financial
statements through e-government by linking with variables such as the size of local government, income per
capita, regional spending and regional revenue ratio. The result of this research is that there is no positive
correlation of local government size, income per capita of population, regional spending or regional revenue
ratio with the accessihility of IFR.

The study has many limitations, thus the authors here provide suggestions for further research as follows:
increase the number of samples as the analysis results of this study cannot be generalized to all local
governments in Indonesia; and add other variables that could further explain the accessibility of IFR to widen
the benefits of this research.
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