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Abstract 
Research aims: This study aims to test and analyze whether there is an effect of 
government openness, government financing, economic growth, audit opinion, 
and prior experience with IFRS in the public sector on the level of local 
government accounting disclosure based on IPSAS. 
Design/Methodology/Approach: The population in this study was all local 
governments in Indonesia in 2016-2020. The samples selected for use in this 
study were 64 local governments, following the sample criteria. The data type 
was secondary, which was then analyzed using multiple regression analysis. 
Research Findings: The results of this study exposed that government openness, 
prior experience with IFRS in the public sector, and audit opinion affected the 
level of local government accounting disclosure based on international public 
sector accounting standards (IPSAS). In contrast, government financing and 
economic growth did not support disclosing financial statements based on IPSAS. 
Implication: This research can potentially be relevant to the Government 
Accounting Standards Committee, the central government, local governments, 
and the community. By assessing the factors influencing the disclosure of local 
government accounting based on IPSAS, this research can be used as a 
consideration for Government Accounting Standards Committee in improving 
related standard regulations and encouraging local governments to implement an 
accrual-based IPSAS Public Accountant Standard Implementation Strategy. 
Originality/Value: Research on analyzing factors affecting local government 
accounting disclosure based on IPSAS, in particular, has not been widely studied 
in Indonesia, especially using local government objects. Hence, this research in 
Indonesia is an interesting thing to study further. 
Keywords: Financial Information Disclosure; IPSAS; Government Openness; 
Government Financing; Economic Growth; Audit Opinion; Prior Experience With 
IFRS In The Public Sector 

 

 

Introduction 
 
International Public Sector Accounting Standards (IPSAS) emerged on the 
financial information needs of consistent and comparable public sector 
entities. Thus, with the existence of IPSAS, it is hoped that the IPSAS 
implementation can help public sector entities achieve their goals, namely 
accountability and transparency (Baskerville & Grossi, 2019). In addition, 
the movement of the cash base to the accrual base and the development 
of an IPSAS-based public sector accounting system are some of the  
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innovations to face the challenges of New Public Financial Management (NPFM) (Sellami 
& Gafsi, 2018). 
 
Specifically, developing IPSAS in the public sector is currently a concern for countries 
worldwide (Fahmid et al., 2020). Substantial efforts have been made by the Board of 
Government Accounting Standards Committee by converging the Government 
Accounting Standards of the Republic of Indonesia to IPSAS. In line with globalization 
trends globally, Indonesia also approved the adoption of the IPSAS Plenary in 2025. It 
triggers the readiness of local governments to implement the Plenary Adoption of IPSAS, 
which will continue to arise (Castañeda-Rodríguez, 2022). The change towards the Plenary 
Adoption of IPSAS also motivates management to improve the transparency and quality 
of financial reporting and better public financial management (Abolhalaje et al., 2012). 
 
The quality of an organization's financial reporting can be reflected in the auditor's 
opinion for each reporting entity (Saleh et al., 2021). It is shown by the examination results 
of the Financial Audit Agency (BPK), which states that the quality of Local Government 
Financial Statements (LKPD) has increased from year to year (Caruana, 2021). However, 
many LKPDs still have not obtained WTP opinions (Unqualified Opinions) due to their 
inconsistency with Government Accounting Standards, and local governments have not 
implemented the minimum requirements for disclosure of IPSAS elements in the annual 
report. Since the financial information disclosed by local governments in Indonesia that 
conduct financial reporting complying with IPSAS elements is still low, the researchers are 
interested in examining the factors influencing the level of financial information 
disclosure based on IPSAS. 
 
Several factors as the indicators in the level of financial information disclosure based on 
IPSAS include government openness, government financing, economic growth, audit 
opinion, and prior experience with IFRS in the public sector on the disclosure level of local 
government accounting based IPSAS. The more open the government is to information, 
the higher the disclosure of financial statement information (Alozie, 2020). In this case, 
the increase in information disclosure by local governments encourages local 
governments to disclose financial information based on IPSAS to be high too. In addition 
to government openness, the level of financial information disclosure is also influenced 
by government financing. Here, debt levels are an important incentive to disclose broader 
accounting information because local governments are pressured to increase financial 
trust and credibility to control government actions better (Souza et al., 2021). Research 
conducted by Amiri and Hamza (2020) regarding the transition to IPSAS standards 
indicates that good economic governance significantly impacts IPSAS adoption, whereas 
close economic relations with international partners encourage countries to adopt 
modified accrual base IPSAS. 
 
Moreover, economic growth, audit opinion, and prior experience with IFRS in the public 
sector are also factors expected to influence the local government accounting disclosure 
level based on IPSAS. In fact, a high level of economic growth requires large capital to 
strengthen infrastructure, so local governments will try to provide positive information to 
stakeholders and follow the provisions of international best practices (Hodelin, 2022). In 
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addition, audit opinions are also a driving factor for local governments to disclose financial 
information under IPSAS. Audit opinions obtained by local governments will encourage 
local governments to disclose information based on IPSAS (Averio, 2020). Besides, prior 
experience with IFRS in the public sector encourages local governments to implement a 
more informative accounting system, and there is a push by accounting staff to provide 
information and introduce system changes in public sector accounting (Mnif & Gafsi, 
2020).  
 
Nevertheless, research on local government accounting disclosure based on international 
public sector accounting standards (IPSAS) in Indonesia is minimal. There is a lack of 
evidence regarding the local government accounting disclosure level based on IPSAS. 
Therefore, this research provides insight into assessing the completeness of IPSAS-based 
financial statements. The information disclosure in this research considers the IPSAS 
disclosure checklist based on a prior study (Ernst & Young, 2012). Most previous studies 
focused on the level of government information disclosure based on IPSAS (Mnif & Gafsi, 
2020) and the speed of IPSAS adoption (Boolaky et al., 2020). Several researchers, such as 
Abolhalaje et al. (2012) and Babatunde (2017), also revealed that issues such as the high 
cost of implementing IPSAS and the lack of a skilled workforce were the causes of 
implementation failures. Hence, this research can be a consideration for the Government 
Accounting Standards Committee in improving related standard regulations, helping the 
central government to encourage local governments in their accounting strategies to 
support the implementation of financial information disclosure better in accordance with 
Government Accounting Standards based on accrual-based IPSAS, and providing insight 
into the importance of delivering financial information to increase transparency and 
accountability finance and prevent fraud in the public sector. 
 
 

Literature Review and Hypotheses Development 
 
Signaling theory 
 
The signal theory was introduced by Spence (1973) in the title Job Market Signaling. This 
theory involves two parties, namely the management, which plays the role of the party 
that gives the signal and the investor, which plays the role of the party that receives the 
signal. The signal theory emphasizes the importance of the information companies 
provide to stakeholders to make a decision. Complete, accurate, relevant, and timely 
information is crucial for investors in the capital market to analyze as a basis for making 
investment decisions (Guthrie et al., 2004). 
 
This signal theory is generally a theory for private sector companies. However, this theory 
can be applied from the point of view of the government or the public sector. In the 
context of the information provided by government organizations, it is an announcement 
that can provide a signal to interested parties in decision-making. The interested parties 
consist not only of investors but also of public and legislature members, employees in 
public sector organizations as executives, and creditors. Moreover, the signal theory 
states that public sector organizations with high quality will tend to provide information 
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as a signal of excellence from the organization and follow international best practices 
adapted to Indonesian conditions. The signals will increase stakeholders' value-added and 
make more profitable decisions (Whiting & Miller, 2008). Meanwhile, local government 
organizations with less good capacity are more likely only to disclose mandatory 
information.  
 
The Effect of Government Openness on Local Government Accounting Disclosure Level 
Based on IPSAS  
 
Apart from organizational-level factors, organizational accounting practices are 
influenced by environmental characteristics (Lopes & Rodrigues, 2007). The transition of 
government accounting development leads to a more informative accounting system 
(Hasan & Bakar, 2015). Government openness can drive the need for an organization to 
disclose a more informative public sector accounting system, influence the decisions of 
information users, encourage information disclosure based on IPSAS, and increase 
transparency (Alozie, 2020). According to Luder (1992), the increase in information 
disclosure increases the transparency of local government accountability because of 
greater citizen participation. Research by Mnif & Gafsi (2020) found evidence that 
government openness (political culture) positively affects IPSAS disclosures across 
countries. In addition, stakeholders expect more transparent and simplified government 
information disclosure because they can oversee government actions (Grossi & Soverchia, 
2011). Based on the description, the hypothesis in this study is as follows:  
 
H1: Government openness positively affects the level of financial information disclosure 
based on IPSAS. 
 
 
The Effect of Government Financing on Local Government Accounting Disclosure Level 
Based on IPSAS 
 
In the context of funding, government financing means funding to meet the needs or 
procure certain goods/assets/services (Djaenuri, 2015). Here, debt levels are an 
important incentive to disclose broader accounting information because low or high debt 
levels can affect an organization's financial credibility and commitment to its ability to 
meet its payments. An increase in debt levels can encourage the government to improve 
sound financial management for the public (Luder, 1992). Chen (1992) argues that the 
existence of debt levels means that organizations will be pressured to improve the quality 
and quantity of financial disclosures. To improve and quantity of financial reporting, 
organizations need to comply with country-recognized reporting standards (Brusca et al., 
2013). Therefore, local governments with poor financial conditions will encourage 
organizations to implement applicable reporting standards. A study by Mnif & Gafsi (2020) 
uncovered a relationship between government finances and adopting IPSAS. Based on the 
description, the hypothesis in this study is as follows:  
 
H2: Government financing positively affects the level of financial information disclosure 
based on IPSAS. 
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The Effect of Economic Growth on Local Government Accounting Disclosure Level Based 
on IPSAS 
 
Economic growth is related to economic development, which aims to improve welfare 
with economic growth rates between regions. Increased economic growth will align with 
better economic growth (Hassani & Bahini, 2022). High economic growth requires 
relatively large capital to strengthen physical and social infrastructure. The high economic 
growth rate also significantly and positively impacts accounting report disclosure (Amiri 
& Hamza, 2020). In this regard, the need to increase assets whose purpose is to improve 
economic development encourages organizations to disclose more accurate and 
accountable information about the performance of public activities and follow the 
provisions of international standards. Based on the description, the hypothesis in this 
study is as follows: 
 
H3: Economic growth positively affects the level of financial information disclosure based 
on IPSAS. 
 
 
The Effect of Audit Opinion on Local Government Accounting Disclosure Level Based on 
IPSAS 
 
The audit opinion is the auditor's opinion in assessing the fairness of financial statements 
(Chung et al., 2019). The opinion includes five types of opinions: Unqualified Opinion 
(WTP), Unqualified with an Explanatory Paragraph (WTP DPP) Opinion, Qualified Opinion 
(WDP), Adverse Opinion (TW), and Disclaimer of Opinion (TMP) (Burns & Igou, 2019). The 
CPC's opinion is a benchmark in assessing the accountability of financial reporting. If the 
local government receives an Unqualified Opinion (WTP) on its financial performance, its 
financial statements have met the applicable accounting standards, and the disclosure of 
the local government's financial statements has followed applicable international 
standards. Based on the description, the hypothesis in this study is as follows: 
 
H4: Audit opinion positively affects the level of financial information disclosure based on 
IPSAS. 
 
 
The Effect of Prior Experience with IFRS in the Public Sector on Local Government 
Accounting Disclosure Levels Based on IPSAS 
 
Prior experience with IFRS in the public sector also drives local governments to disclose 
financial information under IPSAS. Prior experience with IFRS in the public sector obtained 
by local governments will encourage local governments to disclose information based on 
IPSAS (Averio, 2020). Prior experience with IFRS in the public sector also encourages local 
governments to implement a more informative accounting system, and there is a push by 
accounting staff to provide information and introduce system changes in public sector 
accounting (Mnif & Gafsi, 2020). Luder (1992) stated that preparing financial statements 
with prior experience with IFRS in the public sector with the existence of IFRS-based 
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accounting will improve financial performance in the public sector from the other way 
around. Based on the description, the hypothesis in this study is as follows: 
 
H5: Prior experience with IFRS in the public sector positively affects the financial 
information disclosure based on IPSAS. 
 
 
Based on the hypotheses developed, the conceptual framework of this research is 
formulated as shown in Fugure 1. 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
 
 

 
 
 
 
 

Figure 1 Conceptual Framework 
 
 

Research Method 
 
Research Population and Sample 
 
This research examined government openness, government financing, economic growth, 
audit opinion, and prior experience with IFRS in the public sector on the local government 
accounting disclosure level based on IPSAS. The population in this study was all local 
governments in Indonesia in 2016-2020. The local government was chosen as the object 
of research because the examination results of the Financial Audit Agency (BPK) revealed 
that the quality of the Local Government Financial Statements (LKPD) increased from year 
to year due to an increase in Unqualified Opinion (WTP). Based on this, it can be stated 
that the financial statements of local governments can be declared to be quite good at 
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meeting the criteria based on applicable government standards. However, many LKPDs 
still have not obtained WTP opinions due to LKPD's incompatibility with Government 
Accounting Standards, and local governments have not implemented IPSAS elements into 
the annual report. Thus, local government financial reporting is interesting to be studied 
further. 
 
The selection of samples was carried out by purposive sampling in accordance with the 
objectives of this study; those that met the criteria were 64 local governments. 
 
Table 1 Sample Selection Procedure 

Sample Criteria Amount 

Total of local government 542 
Local governments that did not issue local government financial statements 
(LKPD) for 2016-2020 

(261) 

Local governments that did not have complete data (150) 
Local government financial information that was not available to the public (67) 
Total sample used 64 
Total observation sample  320 

 
Operational Definition and Variable Measurement 
 
The dependent variable in this study was the role of financial information disclosure under 
IPSAS. Information disclosure was measured by considering the IPSAS disclosure checklist 
based on prior research (Ernst et al., 2012). The research checklist consisted of 71 
disclosure items from accrual-based standards. The measurements in this study used the 
framework elements mentioned in the assessment component of the information 
disclosure level based on IPSAS. Suppose the government report attaches information 
from each of the elements above. In that case, it is given point 1 for each of these 
elements, and if it does not attach, it is given 0 points and added up how much the local 
government has implemented the IPSAS element and divided by the number of elements 
of the IPSAS indicator that should be reported. The greater the number of elements 
attached to the local government's annual report, the company indicates that the higher 
the local government discloses under IPSAS. 
 

𝐷𝑖𝑠𝑐𝑙𝑜𝑠𝑢𝑟𝑒 𝐿𝑒𝑣𝑒𝑙 =  
Total Reported Elements

Total IPSAS Elements
    (1) 

 
This study used government openness, government financing, economic growth, audit 
opinion, and prior experience with IFRS in the public sector as independent variables. 
Government openness (political culture) is defined as a form of government openness in 
making budget (financial) policies so that they can be known and supervised by the public 
(community) and other stakeholders, starting from the process of planning, 
implementing, administering, reporting, accountability, and supervision. This study 
measured the openness of regional financial management based on three main stages of 
regional financial management: (1) planning, (2) implementation, and (3) reporting and 
accountability for the implementation of the APBD (Local Government Budget).  
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The instrument of openness of regional financial management used was a modification of 
the research instrument developed by (Huwae, 2016). The procedure for determining the 
government's openness index is as follows. First, measurements were conducted using 
dichotomous scores. If an item is available, accessible is assigned a value of 1 each for 
each criterion, and if it is not available, inaccessible (downloaded) will be assigned a value 
of 0. Second, the scores obtained for the availability and accessibility criteria were 
multiplied by 0.25 each. 
 
Ritonga (2015) built a measurement model that defines the financial condition of local 
governments as an impact of local government activities to achieve organizational goals. 
Six dimensions were developed: short-term solvency, budget solvency, long-term 
solvency, financial flexibility, financial independence, and service level solvency. 
 

𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝐶𝑜𝑛𝑑𝑖𝑡𝑖𝑜𝑛 𝐼𝑛𝑑𝑒𝑥 =  
 Total Dimension Index 

Number of Dimensions
   (2) 

 
Economic growth was measured by per capita income (GRDP). GRDP is fundamentally the 
amount of added value generated by all business units in a particular area. The formula 
for economic growth is as follows: 
 

𝑅 =  
 𝑇(𝑃𝐷𝐵𝑡 –  𝑃𝐷𝐵𝑡 − 1)

𝑃𝐷𝐵𝑡 − 1 
   (3) 

 
The audit opinion is one of the audit examination results by the Financial Audit entity on 
the reasonableness of the financial information disclosed in the financial statements of 
local governments. For the measurement of an audit opinion, if the local government gets 
an audit opinion, it is given 1, and 0 otherwise. 
 
Prior experience with IFRS in the public sector encourages local governments to 
implement a more informative accounting system, and there is a push by accounting staff 
to provide information and introduce system changes in public sector accounting (Mnif & 
Gafsi, 2020). It was determined by a dummy variable that takes the value "1" if a 
government has prior experience with IAS/IFRS in the public sector and "0" otherwise. 
 
Data Analysis Techniques 
 
Data analysis to test the data in this study aimed to describe the average or mean value, 
minimum value, maximum value, and standard deviation (Ghozali, 2016). Meanwhile, 
data analysis in this study used multiple linear regression to test variables in this study. 
The multiple linear regression equation is as follows: 
 

𝐴𝐼𝑖𝑡 =  𝛼 +  𝛽1𝐾𝑃𝑖𝑡 +  𝛽2𝐺𝐹𝑖𝑡 +  𝛽3𝑂𝐴𝑖𝑡 +  𝛽4𝑃𝐸𝑖𝑡 +  𝛽5𝑃𝑆𝑖𝑡 +  ɛ𝑖𝑡   (4) 
 

The formula AIit denotes the IPSAS-based disclosure level i in the t period; α shows the 
constant; β1 β2 β3 β4 β5, and β indicate the regression coefficient; KPit signifies the 
government openness i in the period t; GFit represents government financing i in the 
period t; OA it illustrates the audit opinion i in the period t; PE it shows economic growth i 
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in the period t; PS it indicates the prior experience with IFRS in the public sector i in period 
t. 

 
 

Results and Discussion 
 
Description Statistics  
 
This study used five independent variables: government openness, government financing, 
economic growth, audit opinion, and prior experience with IFRS in the public sector. 
Descriptive variables for the data totaled 64 samples for local governments. Based on the 
results of data processing with SPSS version 23.0, the following calculation results were 
obtained: 
 
Table 2 Descriptive Statistics 

 IPSAS 
Government 

Openness 
Government 

Financing 
Economic 
Growth 

Audit 
Opinion 

Prior 
Experience 
with IFRS 

 Mean 0.529 0.099 0.089 0.084 0.090 0.045 
 Maximum 0.746 0.198 1.000 9.026 1.000 1.000 
 Minimum 0.051 0.017 0.003 -0.148 0.000 0.000 
 Std. Dev. 0.178 0.041 0.204 0.503 0.030 0.001 
 Obs. 320 320 320 320 320 320 

 
Based on the descriptive statistics in Table 2, the level of financial information disclosure 
based on IPSAS had a minimum value of 0.051, a maximum value of 0.746, and a mean of 
0.529. It signifies that the disclosure level owned by local governments in Indonesia was 
the highest at 74.60% in DKI Jakarta Province and the lowest at 5.10% in North Sulawesi 
Province. In addition, the mean IPSAS disclosure rate was 0.529, and the standard 
deviation was 0.178, indicating that the data dissemination for the broad variable IPSAS 
disclosure level tended to be normally distributed.  
 
Classical Assumption Test 
 
There are four stages of the classical assumption test: data normality, multicollinearity, 
heteroskedasticity, and autocorrelation tests. The method to test normality using 
Kolmogorov non-parametric analysis showed a sig. value of 0.200, so it can be concluded 
that the data met the requirements of the normality test. Meanwhile, the 
multicollinearity test results revealed that the free variables in this study had a Variance 
Inflation Factor (VIF) smaller than 10, which means that there were no symptoms 
between the free variables in this study of multicollinearity. Moreover, heteroskedasticity 
test results uncovered that each variable obtained a sig. value > 0.05, so it can be 
concluded that heteroskedasticity did not occur. Therefore, the data are said to be free 
from autocorrelation. Table 3 informs the hypotheses tes results. 
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Table 3 Summary of Hypothesis Test Results 
Hypothesis  Direction Sig. Coefficient Description 

KP   ➔ Al H1 + 0.000 2.618 Supported 
GF   ➔ Al H2 + 0.258 -0.021 Not Supported 
PE   ➔ Al  H3 + 0.062 3.031 Not Supported 
OA  ➔ Al  H4 + 0.021 0.011 Supported 
PS   ➔ Al H5 + 0.002 0.032 Supported 

Note: KP: Government Openness; GF: Government Financing; PE: Economic Growth; OA: Audit 
Opinion; PS: Prior Experience With IFRS In The Public Sector ; AI: IPSAS-based Disclosure Level. 
 

Discussion  
 
Based on the research results obtained (as presented on Table 3), government openness 
had a significant effect with a positive direction on the level of financial information 
disclosure based on IPAS. Thus, the first hypothesis stating that government openness 
affects the level of financial information disclosure based on IPSAS (H1) was supported. It 
denotes that the higher the level of openness in local governments, the more local 
governments will produce financial reporting that complies with the disclosure level 
based on IPSAS. Thus, it will increase the transparency and accountability of the 
government, and the information disclosed more widely. It suggests that the openness of 
local governments is a positive signal for informers regarding the information disclosure 
of public sector organizations and local governments to be higher in disclosing financial 
information under IPSAS. This research supports the signal theory, which states that 
public sector organizations with high quality will tend to provide information as a signal 
of excellence from their organizations and follow international best practices adapted to 
Indonesian conditions. In other words, the wider the information disclosure based on 
international standards provided will provide positive signals to interested parties, and 
local governments will be broader in disclosing financial information based on IPSA. The 
signals will increase stakeholders' value-added and make more profitable decision-making 
(Whiting & Miller, 2008). 
 
The results of this study also support previous research conducted by Ademola et al. 
(2020), which examined the adoption of IPSAS and its implementation in the Nigerian 
public sector, showing that the adoption of IPSAS had a positive effect on the quality of 
financial reporting and credibility and comparability of financial statements. In addition, 
implementation costs, staff training, technological factors, knowledge and awareness of 
IPSAS, and availability of expertise significantly affected the IPSAS implementation. 
Hence, implementing IPSAS can increase accountability and supervision of public financial 
performance and reduce the risk of misappropriation. In addition, IPSAS-based financial 
statements can increase public confidence and help investors make better decisions. 
 
Based on the research results obtained (as presented on Table 3), government financing 
did not positively affect the level of financial information disclosure based on IPSAS, so 
the second hypothesis that government financing affects the level of financial information 
disclosure based on IPSAS (H2) was not supported. Related to that, the high or low level 
of government financing indicates that it does not influence local governments to disclose 
financial information based on IPSAS. In other words, the presentation of information 
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based on the provisions of international standards does not pay attention to the financial 
situation experienced by local governments. 
 
Data from local government report in 2016-2019 revealed varying debt levels and 
uncertain amounts. It suggests that local governments' debt level did not affect local 
governments disclosing broader reports. The effect of this study is also due to the varying 
average financial condition of local governments in Indonesia, resulting in a lack of 
awareness of local governments to disclose information under applicable international 
standards and indicating a lack of supervision or guidance from the central government 
as a result of which local governments are not motivated to disclose information based 
on applicable standards. 
 
The results of this study are not in line with research conducted by Mnif & Gafsi (2017), 
which investigated the factors influencing IPSAS adoption. The results showed that 
external public funding and high external openness had a role for countries following 
international standards. The government also adopted IPSAS due to the requirements of 
the organization and the presence of pressure. 
 
Based on the research results obtained (as presented on Table 3), economic growth had 
no effect in a positive direction on the level of financial information disclosure based on 
IPSAS, so the third hypothesis, stating that economic growth affects the level of financial 
information disclosure based on IPSAS (H3), was not supported. It means that the 
economic growth rate of local governments in Indonesia is not a benchmark for local 
governments to increase information disclosure based on IPSAS (Maksyuta, 2013). An 
increasingly good or bad economic growth rate also cannot influence informers to 
encourage the disclosure of financial information under IPSAS. 
 
This research is also supported by data, exposing that the average local government 
experienced a decline in economic growth year on year or fluctuating economic growth, 
so it can be said that the economy in the region was experiencing declining performance 
growth. However, the disclosure of information in local governments showed varying 
degrees of disclosure. The results of this study are inconsistent with the research 
conducted by Ogbuagu and Onuora (2019) regarding the effects of IPSAS Adoption, 
stating that economic growth in Nigerian public sector organizations significantly 
improved transparency and accountability. 
 
Based on the research results obtained (as presented on Table 3), audit opinions had a 
positive direction on the level of financial information disclosure based on IPSAS, so the 
fourth hypothesis that audit opinions affect the level of financial information disclosure 
based on IPSAS (H4) was supported. If the local government receives an Unqualified 
Opinion (WTP) on assessing its financial performance, its financial statements have met 
the applicable accounting standards, and the disclosure of the local government's 
financial statements has followed applicable international standards (Burns & Igou, 2019). 
It denotes that providing an audit opinion by the Audit Board emphasizes the fairness of 
financial statements and will encourage local governments to improve financial reporting 
based on IPSAS. 
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This research reinforced the signal theory explaining that the form of accountability from 
the government will affect the level of trust given, so the government must provide 
financial performance information to the people. Transparency of financial reporting that 
follows international standards is a form of accountability to the people or other 
stakeholders (Mulgan, 1997). This research also supports Nor et al. (2019), who stated 
that the better the audit opinion of local governments, the better the government's 
financial performance, and the more it will encourage local governments to disclose 
financial statements. 
 
Based on the research results obtained (as presented on Table 3), prior experience with 
IFRS in the public sector had a positive direction on the level of financial information 
disclosure based on IPSAS, so the fourth hypothesis that prior experience with IFRS in the 
public sector affects the level of financial information disclosure based on IPSAS (H4) was 
supported. Thus, prior experience with IFRS in the public sector implemented by local 
governments will encourage local governments to disclose information based on IPSAS. 
 
Moreover, prior experience with IFRS in the public sector encourages local governments 
to implement a more informative accounting system, and there is a push by accounting 
staff to provide information and introduce system changes in public sector accounting 
(Mnif & Gafsi, 2020). Luder (1992) also stated that preparing financial statements with 
prior experience with IFRS in the public sector with the existence of IFRS-based accounting 
would improve financial performance in the public sector. It corroborates with research 
by Mnif & Gafsi (2020), revealing the positive influence of previous experience with 
International Accounting Standards (IAS)/International Financial Reporting Standards 
(IFRS) in the public sector on accounting disclosures under International Public Sector 
Accounting Standards (IPSAS). 
 

 

Conclusion 
 
This study aimed to test and analyze whether there was an effect of government 
openness, government financing, economic growth, audit opinion, and prior experience 
with IFRS in the public sector on the level of local government accounting disclosure based 
on IPSAS. Based on the research data analysis and discussions, it can be concluded that 
government openness, audit opinion, and prior experience with IFRS in the public sector 
positively affected the financial information disclosure based on IPSAS. A high level of 
openness is expected to be of higher quality to produce financial reporting that complies 
with IPSAS elements, and the audit opinion obtained by local governments will encourage 
local governments to improve financial reporting based on IPSAS. Likewise, prior 
experience with IFRS in the public sector implemented by local governments will 
encourage local governments to disclose information based on IPSAS. 
 
Nevertheless, government financing and economic growth did not affect the information 
disclosure level based on IPSAS. In other words, the high or low level of government 
financing indicates that it does not affect the disclosure level. It is because the 
government, which has a better financial condition, tends not to disclose more 
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information more broadly. Also, the economic growth rate of local governments in 
Indonesia is not a benchmark for local governments to increase information disclosure 
based on IPSAS. 
 
Further, this research can potentially be relevant to the KSAP, the central government, 
local governments, and the community. By assessing the factors influencing the disclosure 
of local government accounting based on IPSAS, this research can be used to consider 
KSAP in improving related standard regulations and encouraging local governments to 
implement an accrual-based IPSAS Public Accountant Standard Implementation Strategy. 
 
This study has some limitations. First, the literature that discusses the factors influencing 
the extent of financial information disclosure based on IPSAS is still very small, especially 
in Indonesia. Second, not all local governments disclosed up-to-date information about 
financial liability. Based on the limitations of this study, the next research is expected to 
include other variables closely related to and can add a period of data collection so that 
maximum and accurate results can be obtained in the research conducted. 
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