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ABSTRACT: Since public sector reform initiatives, public
accountability and transparency have advanced democracy
and good governance on managing state finances. State
financial management mechanism involves regional policies
and fiscal decentralization trend in the devolution of
responsibility for empowerment from central to local units
of governments, but the governance face challenges to
effectively manage and control the use of public funds that
best meet citizen’s needs. This study determines the effect
of public accountability and transparency on the
management of state finances in Indonesia, as well as the
extent to which public accountability and transparency
affect the management of state finances. Based on a
descriptive quantitative case-oriented research approach, 60
survey interviews are collected and analyzed with multiple
linear regression analysis techniques. This study concludes
that Public Accountability partially has a significant effect on
the Financial Management Mechanism. On the other hand,
partially public transparency has no significant effect on the
State Financial Management Mechanism. Cumulatively,
some aspects of Public Accountability and Transparency
have a significant effect on the State Financial Management
Mechanism.  If  unaccountability in  decentralise
administrative model prevails, problem of ineffective policy
output may persist to impair sustainable finance and public
values for good governance in times of covid-19 crisis
related society.
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INTRODUCTION

The Indonesian nation is currently in the process of democratic transition since the Reformation
era, which has made the democratic atmosphere very dynamic, with very complex problems due
to regional political and economic changes, through the struggle for control over several natural
resources which are increasingly limited in number. Amid these dynamic economic and political
conditions, the community needs certainty that what they provide to the state is managed
propetly. The demand for public accountability and public transparency from the community to
state managers has become a growing phenomenon. The performance of state managers has
been under the spotlight when people began to question the value they get for the taxes and
levies they incur. Monetary decentralization from the national government to regional state run
administrations, because of local independence, has prompted huge changes in the monetary
administration components of the national government and regional legislatures. The public is
now increasingly aware that they have the right to know the accountability and transparency of
all processes in the state financial management mechanism.

Monetary Management incorporates arranging, execution, ofrganization, announcing,
responsibility, and oversight of state accounts (Varga et al., 2021). A good state financial

management mechanism is very important for the continuity of national development (Pinha &
Sagawa, 2020). Reliable Management of state finances is influenced by public accountability and
public transparency , that have transformative and empowering potential putting information in

the hands of people (de Renzio, 2015), to observe government performance (HEsien, 2019a,
2020a, 2020b). Public accountability is the government's obligation to account for all public

resource management and activity reports. Meanwhile, public transparency is openness in earnest
and based on the principle that the public has the right to know and should have access to
detailed information about how governments use resources (de Renzio, 2015). These two things

have a long history and become the most observed part by the community, namely the provision
of transparent information how government use public resources. As far back as 350 BC,
Aristotle’s The Politics suggested that ““... to protect the Treasury from being defrauded, let all
money be issued openly in front of the whole city, and let copies of the accounts be deposited in
various wards” (de Renzio, 2015). In addition, The Declaration of the Rights of Man and of the
Citizen, a fundamental document of the French Revolution of 1789, also recognized citizen’s

rights to know their taxes are spent and to request an account of any public bureaucrats. This
opportunity appeal for state financial managers to prove their ability to implement the principles
of accountability and transparency for fiscal discipline, managing risks, and reducing corruption
opportunities (de Renzio, 2015; Esien, 2020a, 2021). Reliable financial management is financial

Management that is accountable and transparent with openness to the wider community that
range from international organizations to civil society groups and from private foundations to
sector-specific initiatives (de Renzio, 2015).

Moreover, accountability characterized a type of commitment that represent the achievement or
disappointment of executing the association's main goal to accomplish foreordained objectives
and destinations, which are conveyed through the media and carried out periodically
(Mardiasmo, 2018). In this case, the adaptation of public value accountability indicates an

important institution and performance management tool in the implementation of state financial
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management (Hsien, 2020a, 2020b, 2019b). Regarding the fact that the existence or existence of a

country depends on its people’s perspectives and awareness. Therefore, governments are obliged
to give an accountable and transparent report of their performance management of state
finances. Moreover, Public Accountability in Road Map Bureaucratic Reform orders following 3
(three) principle focuses of administrative change: (1) a perfect and responsible organization; (2)
viable and effective administration, and (3) administration that has quality public administrations
(European Commission, 2017; M. Robinson, 2015). Similarly, accountability is the vanguard

towards good governance (de Renzio, 2015), about how government agencies can account for

the best Management of state finances. In this case, the change in the mindset and culture-set of
the administration of the bureaucracy, which was originally work-oriented (output) to
performance-oriented (outcome), emphasizes the concept of public accountability and
transparency in organizational culture for state finance management (Alom, 2021;Desselle et al.,
2018; M. Robinson, 2015).

Recent events indicate that accountability and transparency still tend to be formal and function
as a ,lip-service." (Adensamer et al., 2021; Ismail & Clarke, 2014). For instance, pandemic

demand a strong state response but the civil society’s important role in holding officials
accountable has been minimized (Keevill, 2020). Similarly, another example shows Indonesia’s
government non-disclosure of covid-19 data that infringe data transparency (Ayuningtyas et al.,
2021). Although there is progress with the enforcement of public control through mass and

social media, abuse of authority and power, collusion, corruption, and nepotism remain in the
society (Martini, 2012). Similarly, lack of enforcement at the local level is one of the main

problems with negative impact on fiscal decentralization (Martini, 2012), and management of

state finance. Moreover, these law enforcement institutions suffer from limited financial and
human resources, political interference, and vulnerability to bribery among others. In fact, the
situation tends to get worse due to the reduced authority of Indonesian Corruption Eradication
Commission (KPK) in the investigation, investigation process, and at the local level that enforce
weak accountability mechanism. For example, the emergence of the National Insight Test
(TWK) case for KPK employees as a condition for changing status to State Civil Apparatus
(ASN) succeeded in getting rid of senior KPK employees who had high integrity against efforts
corruption Eradication.

Since the revision of the KPK Law, there have been more and more cases of misappropriation
of state finances in Indonesia that are not immediately resolved by law enforcement. The
Indonesian Anti-Corruption Society (MAKI) filed a pretrial lawsuit for five corruption cases that
were deemed to have no clear continuation, namely the Century Bank case, the E-KTP case
(electronic ID card), the Social Assistance Food Service case from the Ministry of Social Affairs,
the AW-101 Helicopter Procurement case, and the development of the Malang Regent's
corruption case (VOI Editorial Team, 2021). Meanwhile, the Indonesian Corruption Watch
(ICW) recorded only 13 cases out of 120 cases that the KPK completed in 2020 (VOI Editorial
Team, 2021). “These five lawsuits were filed as an effort to restore the Anti-Corruption
Perception Index which decreased in 2020 to 37 from the previous 40 years (2019)”, said
Boyamin (seen in VOI Editorial Team, 2021). This decline in the ranking was partly triggered by
efforts to weaken the authority of the KPK through the revision of the KPK Law, the

99 | Ilomata International Journal of Social Science https://www.ilomata.org/index.php/ijss



https://www.ilomata.org/index.php/ijss

The Effect of Public Accountability and Transparency on State Financial Management Mechanism: A
Quantitative Method Analysis
Natision, Esien, Harjo, Agoestyowati, Lestari

controversy over the KPK leadership who issued many controversial policies such as the
appointment of former corruptors as survivors of corruption, and many pending cases handled
by the KPK. The results of this ranking are certainly a setback in law enforcement efforts against
perpetrators of corruption as an extraordinary crime. The law seems to be slow, dull, and
regulated by the holders of power and owners of capital (oligarchy). Nevertheless, to build
accountability the enforcement of laws, guidelines, and measures needs to be just and upright.
Moreover, multi stakeholders- that include academics, mass media and civil society etc.- strict
supervision should take place to hold actors and institution accountable in public policy

implementation (Esien, 2019b).

Therefore, public accountability and transparency mechanism of state financial management are
significant performance managerial tools in government and all interested agencies’ good
governance mode under (fiscal) decentralization process (Hsien, 2020a, 2021, 2019b). In

addition, the idea of accountability in good administration manifest in industrialized and
emerging economies., including Indonesia. The World Bank, for instance, emphasizes six good
administrations to accountability and transparency in public sector financial management. These
include (a) voice and responsibility; (b) political soundness and nonattendance of savagery; (c)
government viability; (d) administrative quality; (e) law and order; and (f) control of debasement
(Kaufmann et al., 2003). This indicates that accountability may be one of the most important
indicators in good governance and sustainable development (Esien, 2019a). Moreover, the

World Bank employ voice and accountability, which deciphered as open voice or public
cooperation to expand accountability. In this case, accountability requires public investment to
deliver better open strategies. Furthermore, accountability is a form of accountability to whom
and for what it is accounted for. This accountability is the obligation of the trust holder (the
government) to give accountability to the party who gives the trust (the people). In other words,
accountability is related to government performance that can be accounted for public
participation (Khotami, 2017).

Regarding state financial management mechanism, the government can implement two types of
public participation, which are dynamic public support and inactive public cooperation. Dynamic
public cooperation relates to public contribution, which affect public approach plan process for
the creation of open arrangements and as per the local area's goals. Simultaneously, latent public
interest is investment where the local area executes an arrangement that the public authority has
chosen. IAP2 (International Association for Public Participation), for instance, has a range of
public interest utilized worldwide in numerous nations (Alizar & Usman, 2020). IAP2 forms five

degrees of public participation, namely the lowest are informed (inform the community), increase
to consult (consultation with the community), then involve (involving the community), then
collaborate (collaborating with the community). The highest is empowered (empowering the
community in the formulation of public policies). Considering, the state financial management
mechanism, these five ranges of public investment can be utilized independently to guarantee
local area inclusion, both in dynamic public interest (strategic plan) and detached public
cooperation (strategic execution). What is vital to note is that public support is a fundamental
piece of public accountability and transparency. In this case, the higher the public participation-
active and passive- the more accountable is the state financial management mechanism. As a
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matter of fact, the government efforts show high accountability in all aspects such as policy
accountability, budget accountability, data/information accountability, and accountability in law
enforcement. Then again, public investment is likewise firmly connected with analysis from the
local area. Notwithstanding, analysis of the public authority ought to be made in a decent and
right manner. In particular, the analysis in view of logical information that is a type of public
investment. However, the society and especially researchers are expected to stay quiet and offer
their contribution to the public authority that avoid government disappointment.

As a matter of fact, public accountability positively influences financial management mechanisms
if there is honesty and compliance with state financial management applicable laws and
regulations. This can be seen from the stages of state financial management that involve all
related elements because the financial management process is continuously accountable to higher
authorities. Especially, to prioritize the attitude of professionalism applied through those who
manage finances. In addition, the work program compiled is a quality program. This program is
structured to achieve the organization's vision, mission, and goals and the wider community.
Furthermore, it is also supported through the level of education possessed by financial managers
and training related to financial governance, most of which have been attended by financial
managers.

Great public transparency will reinforce government responsibility, good administration, and
authenticity in different organizational setting. This creates public authenticity for the public
authority. Likewise, transparency help to increment public trust and re-establish citizens’ trust
with bureaucrats. However, bureaucrats’ often lack public transparency because of public
administrators’ negligence actions to give the require residents’ data (Chatzivgeri et al., 2020). As

a matter of fact, this diminishes the degree of public trust and confidence in the public authority
(S._C. Robinson, 2020). According to Araujo and Tejedo-Romero (2016), this current review's

transparency idea depends on organization hypothesis and authenticity hypothesis (Araujo &
Tejedo-Romero, 2016). Organization hypothesis alludes to an office relationship which is an

agreement between at least one entertainer (administrators) giving a command to different
entertainers (specialists) to make a move or authority in the interest of bosses (Jensen and Smith,
1985) in principal-agent’s corporative agreement decision making process (Esien, 2019a). Office
hypothesis or office hypothesis of corporate administration was proposed by Alchian and
Demsetz (1972) and Jensen and Meckling (1976). They argue that firms exemplify progression of
legally binding connections between people (Low & Ho, 2016). Yet, traditional financial aspects
consider the firm as a solitary item element to boost benefit (Carfas Vega & Keenan, 20106). In

Learmount (2004) view, organizations can be depicted as agreements and again haggled by

various people trying to amplify their benefits . Moreover, office hypothesis clarifies the conduct
of an organization according to the viewpoint of different agreements between different
gatherings. Investors who contribute assets for the organization to work, for instance, are not
viewed as organization proprietors, but as corporate daring people. Organization chiefs get assets
from financial backers who accept that administrators can utilize reserves proficiently and viably
to produce benefits for the organization. Administrators sign agreements that recognize their
exercises and decide how benefits are distributed among supervisors and financial backers. Since
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it is extremely challenging to depict and anticipate potential fates, contracts endorsed by

supervisors are hard to authorize.

As a matter of fact, Jensen, and Meckling (1976) recognized three organization costs for
corporate pioneers to screen specialist conduct (Elgebeily et al., 2021). This includes checking

the board, restricting specialists to directors, and lingering misfortunes (Rahaman, 2014). In

Fligstein and Freeland (1995) opinion, the most productive agreement to direct the head and
specialist unsettle the organization hypothesis (Shnayder et al., 2016). Likewise, this agreement

development represents the focal point of organization hypothesis (Gonealves et al., 2019). In

this case, the agreement needs to incorporate the specialist's obligations, rewards, and the
business' privileges . This is to screen the specialist's presentation. Furthermore, regulative
conduct bonding (Esien, 2019a) and results-situated agreements are the two principle of

performance monitoring. Conduct arranged agreements involve pay as the essential award for
specialists. Interestingly, different prizes are given to specialists under outcomes situated
agreements like commissions, investment opportunities, and move of property freedoms. The
agreement decision to compensate specialists indicate the basic measures to settle office
problems. Subsequently, administrators have the choice to settle dispute according to the
agreements. In addition, human beings that include bureaucrats are bounded rational and
opporttunist in their action/behaviour to pursue self-interest instead of organization interests and
objectives (Esien, 2019b). On the other hand, office hypothesis depicts supervisors as specialists

and investors as entertainers. This hypothesis contends that firm worth can't be augmented
assuming proper motivating forces or satisfactory checking are not adequately successful to
control firm administrators from utilizing their carefulness to augment their benefits.

Regarding authenticity, this method adjusts discernments or suspicions that an activity made by a
substance is a move that is alluring, suitable, or as per a socially evolved arrangement of
standards, qualities, convictions, and definitions. This authenticity is significant for the public
authority and organizations. Since local area authenticity is vital for future turns of events. In
Suchman (1995) opinion, the authenticity hypothesis is the insight or supposition that the ideal
activity is suitable or proper in a framework based on standards, qualities, convictions, and social
definitions. In addition, the authenticity hypothesis depends on the thought of the common
agreement suggested between friendly organizations and society. Moreover, the hypothesis
requires foundations to accomplish objectives in accordance with the desires of the more
extensive local area. In Dark et al. (1996) view, authenticity is "a frameworks situated perspective
on the association and society ... grants us to zero on the job of data and divulgence in the
connection between associations, the State, people, and gatherings.". The definition implies that
authenticity is an organization with executive’s framework that is arranged towards favouring
one side with the local area, individual government, and local gatherings. Hence, as a framework
that focuses on the arrangements or interests of the local area. The organization's tasks should
measure up to the assumptions of the local area.

In fact, that authenticity can be acquired when there is a match between the organization's
presence that doesn't middle or is as per the presence of the current worth framework in the

public arena and the climate (Nielsen et al., 2021). At the point when there is a shift towards
non-conformance, the organization's authenticity can be undermined. The reasoning for this
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hypothesis is that an association or organization exist with the assumption that society
understands that the association works for a worth framework equivalent with the local area's
worth framework. Moreover, authenticity hypothesis urges organizations to guarantee their
exercises and execution to society. Organizations use their yearly reports to show the impression
of natural obligation for local area acknowledges. This acknowledgment expands the worth of
the organization to build organization benefits. This can support or help financial backers to
settle speculation on choices.

Carroll and Bucholtz (2003) express that the improvement of society's level of mindfulness and
human advancement opens potential doors for expanding requests for natural wellbeing

mindfulness (Benites-lazaro et al., 2018). It is additionally expressed that the organization's
authenticity according to partners can be done with the uprightness of the execution of morals in
business and expanding corporate social obligation (Monfort et al., 2021). Corporate social

obligation has advantages to further develop the organization's notoriety, keep up with the
organization's pictute and procedure (Wibisono, 2017). Local area authenticity is an essential

variable for the organization to foster the organization later (Kesberg & Keller, 2021). This can

be utilized as a vehicle to develop its system, particularly connected with endeavours to situate
itself during an undeniably progressed society (Lysova et al., 2019).

Hierarchical authenticity should be visible as something that organizations need or look for from
society. Subsequently, authenticity is an advantage or expected asset for organizations to get by.
Lindblom (1994) states that an association might apply four authenticity methodologies when
confronted with different authenticity dangers. Subsequently, to manage the disappointment of
the organization's presentation, the initiative will attempt to instruct its partners about the
association's objectives to further develop its exhibition, attempt to change the partnet's view of
an occasion (yet don't change the real presentation of the association), redirect (control)
consideration from the issue of concern (focusing on some sure action disconnected to
disappointments) and attempting to change outer assumptions regarding its presentation.

Authenticity hypothesis in its overall structure gives a significant understanding into the act of
corporate social obligation divulgence. The greater part of the major corporate social obligation
exposure drives can be followed to at least one of the authenticity techniques proposed by
Lindblom. For instance, there is an overall inclination for corporate social obligation divulgences
to accentuate positive focuses for authoritative conduct contrasted with negative components.

In the public authority viewpoint, authenticity hypothesis is a hypothetical point of view inside
the structure of financial and political hypothesis. Meyer and Scott (2009) depict authenticity as
the base of similarity among government and society's way of life. Authenticity can be
considered adjusting discernments or suppositions that activities taken by the public authority
are alluring, fitting, or as per socially created frameworks of standards, qualities, convictions, and
definitions (Suchman, 1995). Parties give authenticity outside the public authority, however the
public authority itself might control authenticity. This shows that the progressions in friendly
qualities and standards become an inspiration for changes in government associations and a
wellspring of tension for government authenticity (O' Donovan, 2002).
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Therefore, the government as a policymaker must identify stakeholders, where community
groups that have a large influence can interfere with the policy process if their expectations are
not met; the policy will be taken based on the expectations of these stakeholders. However, there
will be a legitimacy gap when there is a misalighment between government programs and
stakeholder expectations. Neu et al. (1998) argue that to reduce this gap, the government should
identify the activities under its control and identify groups of people who have the political and
economic power to provide legitimacy to the government. This makes the government must
know how to respond to various interest groups to legitimize government policies. Thus,
legitimacy can be said to be a condition for a government to maintain its power (Hanifa et al.,
2005). Furthermore, legitimacy is the process of how a government institution tries to obtain,
maintain, and improve the organization's image in the eyes of its stakeholders. Legitimacy
management depends on communication between the government and stakeholders (Samkin
and Schneifer, 2010). This communication is not limited to traditional communication through
the media but includes meaningful actions and non-verbal displays. When carrying out the
legitimacy process, use strategies by forming positive government opinions in the eyes of
stakeholders. (Suchman, 1995)

In other words, communication becomes an important channel to gain legitimacy from
stakeholders. The government can use four legitimacy strategies when it encounters a threat of
legitimacy, namely by trying to convince stakeholders through education and information about
the suitability of the organization's actions rather than changing the actions or policies that have
been taken or can also be done by justifying stakeholders about the goals (Morgan et al., 2021).

Or the organization's intention to improve its performance through organizational change,
change the organization's perception without changing the organization's actual performance,
divert attention from important issues to other related issues through a symbolic approach to
manipulate stakeholder perceptions, and change external expectations about organizational
performance (Sawandi & Thomson, 2014).

The four strategies can be carried out by disclosing performance information to the public, such
as disclosure in the annual report. The government can disclose information that can strengthen
its legitimacy, for example, by mentioning awards that have been worn or savings programs that
have been successfully implemented to gain legitimacy from stakeholders (Parsa et al., 2018). It is

hoped that disclosing the institution's achievements and clarifying and refuting negative news
that may appear in the media. The goal of efforts to gain legitimacy from the community is to
support the institution's main goals. Furthermore, this legitimacy will improve the institution's

reputation, which in turn will affect the positive value of the institution (Deegan & Islam, 2014).

Suppose agency theory and legitimacy theory are applied in government institutions. In that case,
it can be assumed that the government's failure to implement a policy is caused by several
conditions, including one of which is the low legitimacy of the community towards policies
issued by the government. Therefore, public transparency is very important to be implemented
by the government to ensure that the state financial management mechanism runs well and is
effective at all levels.
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Public accountability and transparency mechanism to manage state finances in Indonesia still
face obstacles, challenges, threats, and disturbances from various parties interested in enriching
themselves by stealing state money through corrupt practices, collusion, and nepotism. The
practice of public accountability and transparency in Indonesia is still a mere formality and
modesty. Meanwhile, the public needs more substantial, honest, and candid reports on the
results of public accountability. Likewise, the transparency system was developed to support
public accountability. Public transparency that is practiced still tends only to meet the
requirements of financial statements and get the title of Unqualified (WTP) from the Supreme
Audit Agency (BPK). Still, essentially it is not able to prevent budget leakage through existing
state financial mechanisms. Public accountability is a sufficient condition, while transparency and
public participation are necessary conditions. This means that public accountability
implementation depends on the aspects of transparency and public participation are
implemented properly, especially in the mechanism of state financial management in Indonesia.

The purpose of this study is to examine the effect of public accountability and transparency on
the Management of state finances in Indonesia and and to what extent public accountability and
transparency affect the Management of state finances. The operational theory used in this
research is the theory of Accountability Indicators from Shafritz & Russel (1997), namely (1) The
process of making a decision that is made in writing, available to citizens and meets applicable
administrative standards; (2) Accuracy and completeness of information related to ways to
achieve the goals of a program; (3) Clarity of the objectives to be achieved; (4) Feasibility and
consistency of operational targets; (5) Management information system and results monitoring.
Meanwhile, the public transparency aspect uses the concept of public transparency (Araujo &
Tejedo-Romero, 2016), which adopts the agency theory and legitimacy theory from Suchman

(1995). The level of transparency of government finances is measured by the amount of
information available in the financial statements of government institutions. This involves
disclosing financial information and access to that information by stakeholders (Araujo &
Tejedo-Romero, 2016), which consists of either mandatory disclosure or voluntary disclosure

(Ryan et al., 2002). The paper begins with section two discussing the method of this study. In
section three the authors of this paper present the result and discussions. Finally, this paper ends

with a conclusion.

METHOD

The design of this study is from a descriptive quantitative research approach. The methodology
has several advantages as it attempts to collect information and statistically analyse it
(VOXCO.com, 2022). Moreover, this design relies on the assumptions that an uncomplicated
description is desire that focus on the details of what, where, when, and why of an event or
experience to understand a particular context (Holly, 2014). In this study, the population is the
State Civil Apparatus (ASN) — executor of Indonesia governmental and development duties-
(Sarnawa, 2018) who ensure the integrity, cohesiveness, and unity of the State Civil Apparatus.
Similarly, ASN is involve in the planning process of the state financial system with many as 70
people that is relevant for this research. This approach determines the research sample using the

Krejcie and Morgan formula: n = to select a sample from within a general population

Nd?+1
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(Krejcie & Morgan, 1970, 2017). This simplify process determine the sample size for the finite
population so that the number of research respondents was 59.34 or rounded up to 60 people.
The data collection technique used in this research is a survey method to determine insights
about a group of State Civil Apparatus (ASN) group of administrators through the distribution
of standardized questionnaires in inquiring data (Smart Survey, 2022). The measurement scale
used is a Likert scale and the transformation of ordinal data to intervals. The independent
variables in this study consist of public accountability (Xi) and public transparency (X). While
the dependent variable in this study is the State Financial Management Mechanism (Y). The
opetionalization of the variables of this research are as follows:

a. Public Accountability Variable (X)

1. The decision-making process in the financial management mechanism is made in writing.

2. The decision-making process in the financial management mechanism meets the applicable
administrative standards.

3. The decision-making process in the financial management mechanism is based on accurate
data and information.

4. The decision-making process in the financial management mechanism has clear targets and
objectives.

5. The decision-making process in the financial management mechanism is made based on
accurate data and information.

6. The decision-making process in the financial management mechanism is made based on the
applicable implementation guidelines.

7. The decision-making process in the financial management mechanism is made based on the
applicable technical guidelines.

8. The decision-making process in the financial management mechanism is based on a
feasibility study conducted previously.

9. The decision-making process in the financial management mechanism is made consistently
with the objectives to be achieved.

10. The decision-making process in the financial management mechanism considers the
evaluation results from previous implementations.

11. The decision-making process in the financial management mechanism does not repeat the
mistakes that occurred from the previous implementation.

12. The decision-making process in the financial management mechanism uses a centralized
monitoring system.

13. The decision-making process in the financial management mechanism is made according to
a predetermined budget.

14. The decision-making process in the overall financial management mechanism is reported
accurately.

15. The decision-making process in the financial management mechanism undergoes an
independent audit process.

b. Public Transparency Variable (X»)
1. The decision-making process in the financial management mechanism is open to the public.
2. The decision-making process in the financial management mechanism involves stakeholders.
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3. The decision-making process in the financial management mechanism is monitored by the
public.

4. The decision-making process in the financial management mechanism is communicated to
stakeholders.

5. The decision-making process in the financial management mechanism is socialized to
stakeholders.

6. The decision-making process in the financial management mechanism is reported regularly.

7. 'The decision-making process in the financial management mechanism is reported to the
public.

8. The decision-making process in the financial management mechanism is evaluated by the
public.

9. The decision-making process in the financial management mechanism prioritizes the public
interest.

10. The decision-making process in the financial management mechanism considers input from
stakeholders.

11. The decision-making process in the financial management mechanism is audited
independently.

12. The decision-making process in the financial management mechanism considers aspects of
public information transparency.

13. The decision-making process in the financial management mechanism aims to increase
public legitimacy.

14. The decision-making process in the financial management mechanism aims to increase
public trust.

15. The decision-making process in the financial management mechanism always meets public
expectations.

c. State Financial Management Mechanism Variable (Y)

1. The decision-making process in the financial management mechanism is made through a
careful planning process

2. The decision-making process in the financial management mechanism is made in a
systematic and detailed manner.

3. The decision-making process in the financial management mechanism is made based on the
Work Plan and Budget of the State Ministries/Agencies.

4. The decision-making process in the financial management mechanism is made based on
Government Regulation Number 20 of 2004 concerning Government Work Plans

5. The decision-making process in the financial management mechanism is made based on
Government Regulation No. 21 of 2004 concerning RKA-KL (Act of the Republic of
Indonesia Number 1 of 2004, 2004)

6. The decision-making process in the financial management mechanism is made by
considering the aspects of implementing a budgeting approach with a medium-term
prospective

7. 'The decision-making process in the financial management mechanism is made by
considering the aspects of implementing integrated budgeting.

8. The decision-making process in the financial management mechanism is made by
considering the aspects of implementing performance-based budgeting.
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9. The decision-making process in the financial management mechanism ensures the linkage
between the planning and budgeting processes

10. The decision-making process in the financial management mechanism is prepared based on
input from the parliament.

11. The decision-making process in the financial management mechanism is approved by
parliament

12. The decision-making process in the financial management mechanism is based on realistic
revenue projections

13. The decision-making process in the financial management mechanism is made based on the
basic assumptions of macroeconomic conditions

14. The decision-making process in the financial management mechanism is supervised by BPK

15. The decision-making process in the financial management mechanism is reported to BPK

16. The decision-making process in the financial management mechanism is audited by BPK

17. The decision-making process in the financial management mechanism is reported to
parliament

18. The decision-making process in the financial management mechanism is supervised by the
KPK

19. The decision-making process in the financial management mechanism is evaluated
periodically

20. The decision-making process in the financial management mechanism is public information

The design of data analysis in this study aims to obtain detailed research results and the results
are as expected by the researcher. In addition, the test of hypothesis is important in this study to
express the relationships and significant between variables and prediction on the results of the
research questions and / or hypothesis (Salkind, 2017). Data processing take place throughout several
stages. Namely, through editing data, grouping data, tabulating data, and calculating scores (Jansen &
Warren, 2020). The data is analysed through multiple linear regression (MLR) statistical analysis

technique that uses several explanatory variables to predict the outcome of a response variable
(Hayes, 2022). Data processing is carry out through the Statistical Package for Social Sciences (SPSS)
application software to undertake a range of statistical procedures (Noels, 2018).

The major and minor hypotheses of this study are as follows:

Variable X Variable Y
Public Accountability and State Financial Management
Transparency Mechanism

Figure 1. Major Hypothesis

H, : Public Accountability and Transparency have no significant effect on the State
Financial Management Mechanism.

H, : Public Accountability and Transparency have a significant effect on the State Financial
Management Mechanism.
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Xa: Public Accountability

] Y : State Financial
X2 Public Transparency Management Mechanism

X Public Accountability and
Transparency

Figure. 2. Hypothesis Minor
1. Hyp : Public Accountability has no significant effect on the State Financial Management
Mechanism.
H, : Public Accountability has a significant effect on the State Financial Management
Mechanism..
2. Ho : Public Transparency has no significant effect on the State Financial Management
Mechanism.
H, : Public Transparency has a significant effect on the State Financial Management
Mechanism.
3. Ho : Public Accountability and Transparency have no significant effect on the State Financial
Management Mechanism.
H, : Public Accountability and Transparency have a significant effect on the State Financial
Management Mechanism.

RESULTS AND DISCUSSION

Partial t Test

Multiple linear regression analysis is a direct connection between at least two free factors and the
reliant variable (Haves, 2022). This research is to decide the heading of the connection between
the free factor and the reliant variable is emphatically or contrarily related and to foresee the
worth of the reliant variable if the free variable increments or diminishes. The fractional t-test in
different straight relapse is planned to test whether the boundaries (relapse coefficients and
constants) that are anticipated to assess the numerous direct relapse condition/model are the
right boundaries or not. The specific importance here is that the boundary can clarify the
conduct of the autonomous variable in affecting the reliant variable. Boundaries assessed in
straight relapse incorporate block (steady) and slant (coefficient in direct condition). In this part,
the t-test is centred around the relapse coefficients as it were. So, the t test being referred to is
the relapse coefficient test. The arrangements utilized are on the off chance that the likelihood
esteem is under 0.05 then HO is dismissed, or the relapse coefficient is critical, and assuming the
likelihood esteem is more prominent than 0.05 then HO is acknowledged, or the relapse
coefficient isn't huge. Halfway t-test is finished by setting the condition = a + b1X1 + b2X2+ e.
The aftereffects of the computation utilizing SPSS are as follows:
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Table 1.
Regression Coefficient of Variable X Against Variable Y
Coefficients®
Model Unstandardized Coefficients | Standardized | t Sig.
Coefficients
B Std. Error Beta
1 (Constant) 68,035 6,680 10,185 | ,000
Accountability 277 ,129 312 2,155 | ,035
(X1)
Transparency ,096 124 113 778 ,440
(x2)
a. Dependent Variable: State Financial Management Mechanism (Y)

Source: Processed Research Data (2021)

Analysis of the Effect of Variable X on Y Partially

Based on the data analysis in the table 1, the regression coefficient value of the X1 variable (t
count) is 2.155 with a t table of 1.672, the significance of the Public Accountability variable (X1)
on the Financial Management Mechanism (Y) is 0.035 or smaller than the alpha value of 0 ,05. In
conclusion, the value of t arithmetic t table and significance 0.035 <0.05 means that the Public
Accountability variable (X1) has a significant effect on the Financial Management Mechanism
(Y) or HO is rejected and H1 is accepted.

Furthermore, the value of the regression coefficient (t arithmetic) for the X2 variable is 0.778
with a t table of 1.672. The significance of the Public Transparency variable (X2) on the Public
Financial Management Mechanism (Y) is 0.440 or greater than the alpha value of 0.05. In
conclusion, the value of t arithmetic t table and significance of 0.440 > 0.05 means that the
Public Transparency variable (X2) has no significant effect on the State Financial Management
Mechanism (Y) or HO is accepted and H1 is rejected.

Simultaneous F Test
This test is intended to determine whether there is an effect of the independent variable together
with the dependent variable. This test is also known as the model feasibility test or more

populatly referred to as the simultaneous test model (D’Esposito et al., 2014; Hoeck & Spann,
2020). This test identifies the estimated regression model is feasible or not. Appropriate here
means that the estimated model is suitable to be used to explain the effect of independent
variables on the dependent variable (Cherif et al., 2021; Liu et al., 2021).

The provisions that apply are if the prob value. F count (output results are shown in column sig.)

is smaller than the error rate (alpha) of 0.05 (which has been determined), then HO is rejected or
it can be said that the estimated regression model is feasible, whereas if the value of prob. F
count is greater than the error rate of 0.05, so it can be said that HO is accepted if the value of f
arithmetic f table and significance 0.05. And H1 is accepted if the variables X1, and X2, together
have a value of f arithmetic f table and significance 0.05.
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Table 2.
Results of Simultaneous F Test of Variable X Against Variable Y
ANOVA®
Model Sum of | Df Mean F Sig.
Squares Square

1 Regression | 879,770 2 439,885 | 4,929 | .011a

Residual 5087,080 57 89,247

Total 5966,850 59
a. Predictors: (Constant), Accountability (X1), Transparancy (X2)
b. Dependent Variable: State Financial Management Mechanism (Y)

Source: Processed Research Data (2021)

Simultaneous Analysis of the Effect of Variable X on Variable Y

Based on the analysis of the data in the table 2, the I value is 4.929 the f table value is 3.16 and
the significance is 0.011that is greater than 0.05, so that HO is rejected and H1 is accepted. It can
be concluded that simultaneously the variables X1, and X2 have a significant effect on the
variable State Financial Management Mechanism (Y7).

R Square Test
This test is intended to measure how far the independent variable affects the dependent variable.
Table 3.
R Square Test Results Variable X Against Variable Y
Model Summary®
Model R R Square | Adjusted R | Std. Error of | Durbin-
Square the Estimate | Watson
1 .852* ,726 ,7123 2,482 1,959
a. Predictors: (Constant), Accountability (X1), Transparancy (X2)
b. Dependent Variable: State Financial Management Mechanism (Y)

Source: Processed Research Data (2021)

According to table 3, the R-Square value of 0.147 indicates that the proportion of the influence of
variable X on variable Y is 14.7%. This means that Public Accounting and Transparency have a
proportion of influence on the State Financial Management Mechanism of 14.7% while the
remaining 75.3% is influenced by other variables that are not in this multiple linear regression
model.

Based on the analysis above, the results indicate that the aspect of public accountability has a
significant influence on the mechanism for managing state finances. These findings suggest the
demand for shared-knowledge and open information that meets administrative standard in the
financial mechanism to multi stakeholders and the entire decision making, and implementation
process has a significant effect in the government’s efforts to increase public trust and legitimacy
(Esien, 2020a, 2019b) (Shafritz & Russel, 1997). In addition, the decision-making process in the
financial mechanism must be accuracy and fulfil complete ways to achieve policy measures and
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programs goals. Despite standardize writing and openness to the public, accountability also
requires data accuracy in the form of statistics and well-managed information for decisions (Esien,
20) in the mechanism of state financial management. In addition to being accurate, the data and
information must also be adequate and complete so that they can be used as guidelines in efforts to
achieve the goals of a program.

The next aspect of accountability is clear communication with the organization about the
objectives, actions, and elements of the state financial management mechanism to be achieved
(Balanced Scored Card Institute, 2022), either in the form of a Strategic Plan (Renstra) or Road
Map (Road Map) for State Financial Management that is valid for at least the next 5 (five) years.
With clear goals, all available resources can be focused on achieving these goals, which have been
broken down into monthly and annual program targets. The objective aspect relates to the next
aspect, namely the feasibility and consistency of the program's goals and objectives. This means
that the goals that have been set must be implemented consistently from time to time, in
accordance with the goals and objectives of the program. These process must be supported
through well-managed information and performance monitoring system to enable public access of
information on state financial management mechanisms (Esien, 2021, 2019b).

From the analysis above, it is known that the aspect of public transparency does not have a
significant influence on the mechanism for managing state finances. Based on the survey results, it
is known that the public's understanding of the transparency aspect in the state financial
management mechanism is still minimal. When referring to the transparency theory of Araujo and
Tojedo Romero (2016) that the level of transparency is determined by access to information on
state financial management mechanisms as measured by the amount of information available in the
financial statements of government institutions, both mandatory and voluntary disclosure of
information (Araujo & Tejedo-Romero, 2016). One of the factors that causes public transparency

insignificant influence on the state financial management mechanism, is because the government
has not fully disclosed information on state financial management mechanisms which infringe
transparency in disfavour for public interest. The government only discloses information about the
planned revenue and expenditure budget to the public, but financial information from the use of
the budget is still difficult to access. Moreover, there are still significant irregularities in the
transparency of performance-based budgeting implementation in Indonesia due to the lack of
reliable and valid data (Nurman, 2018). These results suggest, the aspect of public transparency

may not have a significant influence on the mechanism for managing state finances.

Although the aspect of public transparency does not have a significant influence on the state
financial management mechanism regarding the results of the f test. The data shows that the
combination of public accountability and transparency together have an influence on the state
financial management mechanism. Even though the influence is not significant enough. The
reason relies on the R Square result, which indicates that the proportion of the effect of the
variable of public accountability and transparency is only 14.7%. As a matter of fact, there are still
other variables of 75.3% which have a more significant influence on the management of state
finances for fiscal decentralisation and good governance
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CONCLUSION

Based on the results of research and discussion of research on the effect of public accountability
and transparency on the state financial management mechanism, it can be concluded that Public
Accountability partially has a significant effect on the Financial Management Mechanism. On the
other hand, partially public transparency has no significant effect on the State Financial
Management Mechanism. However, simultaneously aspects of Public Accountability and
Transparency have a significant effect on the State Financial Management Mechanism.
Furthermore, it was concluded that Public Accounting and Transparency had a proportion of
influence on the State Financial Management Mechanism of 14.7% while the remaining 75.3% was
influenced by other variables not examined in the research regarding the effect of public
accountability and transparency on the state financial management mechanism. More research and
innovation are needed to understand the other variables that influence accountability and
transparency in State Financial Management policy arena for fiscal decentralisation and good
governance to meets citizens needs. Finding the balance to uphold accountability and transparency
in public affairs maybe supportive to citizens aspiration, human values, and dignity to enhance a
cohesive society, democracy, and sustainable finance in times of crisis-related society (Esien,
2019a).
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