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 Companies in Indonesia continue to improve their financial quality report. It is 

important to present economic information about company’s financial position. This 
study aim is to examine the factors affecting financial quality report. The population of 

this study is the accounting and finance employees at Surabaya companies. The 

samples are 133 respondents. The data is analyzed by Multiple Regression Analysis 
through with SPSS 10.0 software. The results of this research show that organizational 

culture, work ethic, Accounting Knowledge simultaneously affect on financial report 
quality. In addition, partial tests show that organizational culture partially affect on 

financial report quality, work ethic partially affect on financial report quality and 

knowledge level partially affect on financial report quality. Only organizational culture 
does not have a strong effect on financial report quality.  

 

INTRODUCTION 

 

Public need high quality financial report and qualified. In order to serve as an appropriate tool in strategic 

decision-making, information presented in financial report must be qualified. The qualified financial report 

contains information that relevant, reliable, comparable and understandable. It can minimize the occurrence of 

errors in taking strategic decision, leakage of company's resources, fraud in company and others, so can help the 

related parties avoided from financial loss due to errors in decision making, keep the company's going concern 

and keep the company out of bankruptcy as a result of errors of evaluation and strategic decision making. SFAC 

No. 2 of 1980, Qualitative Characteristics of Accounting Information explains that qualified accounting 

information should show greater benefits than the costs spent to provide the information. The accounting 

information is qualified if the users understanding and knowledge can understand and use accounting 

information which is presented as a basis for decision making. It is consistent with FASB that financial report 

must meet the elements of relevance and reliably. The principle of relevance implies that information presented 

in financial statements must fulfill the requirements such as, has feedback value, has predictive value, on time 

and complete, while the principle of reliable contains a very wide definition that is a report presented by 

company's management should be assured from the elements of material misstatement, transparent and 

accountable. In addition, quality of reports presented must meet the elements of comparable and understandable.  

Financial report information should free from any misrepresentation, either intentionally or unintentionally. 

Intentional misrepresentation includes manipulation of recording, removal of documents, mark up and others are 

a form of fraud in presenting the company's financial report information. Usually those frauds occur as a result 

of application of agency theory in company.  
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18                                                                        Tantri Bararoh et al, 2017 

Australian Journal of Basic and Applied Sciences, 11(9) June 2017, Pages: 17-21 

 

Agency theory is a theory about the relationship between the owner (principal) and agent (company's 

management) or agency linkage. Agency linkage occurs if one entity (the owner) delegates the power / right / 

his authority to other entities (agents). Agency relationship provides space of potential conflicts of interest 

occurred between owners and agents, desire or purpose of principal and agent is in contradiction or when the 

principal finds difficulty to discover what is actually done by agent. The principal in one party wants the 

company's profit as much as possible, while on other hand, agent wants for compensation as much as possible 

from the agency relationship.  

The difference of interest is what forms the background of desire and inclination of unethical behavior to do 

the deviation / accounting fraud. The base to make a fraud or accounting irregularities can vary, it can be from a 

bad organizational culture that happened on each companies so that doing accounting irregularities has not 

considered as a taboo anymore but as common practice, poor accountant's work ethic and less responsive in 

detecting and anticipating the accounting fraud done in company, so that they impressed are idle in applying the 

principles of reliability in arranging the financial report 

Accounting Knowledge is different among accountants in company, it gives a different understanding of 

impact of accounting fraud they did, so they give precedence to self interest and profit or their own group than 

to obey the rules and accounting standards that exist. High and low level of irregularities done in financial report 

varies depending on characteristic and aim, but the impact on that deviation is still the same, that is the financial 

report which is the real function as a basis of taking important decision to invest, to give loans, apparently not 

presented correctly, reliable, adequate and may even be misleading. Accounting fraud or irregularities may have 

an impact on continuity (going concern) of company in future. Mulford and Comiskey (2010) explained that 

many of investors and creditors have felt sick because of increasing number of frequency of accounting 

irregularities, whether in form of aggressive accounting, earnings management, income smoothing, as well as 

fraudulent financial reporting. Those accounting irregularities indicate the poor quality of presentation of 

company's financial report information. Therefore, this study was conducted to explore the factors affecting 

financial report quality 

 

Review Literature And Hypothesis Development:  

Organizational culture becomes important element in organization. Organizational culture is defined as a 

pattern of basic assumptions that are owned by company consists of values, norms and habits in speaking and 

acting for each employee in organization, which is useful for solving problems and cases that occurred in both 

internal and external organization.  Organizational culture is a system from share value, beliefs and habits in an 

organization which interacting each other with formal structure to create norms of behavior (Monde and Noe, 

1996). In line with that opinion, Luthans (1998) defines organizational culture is the norms and values that guide 

the behavior of members of organization. Chen (2004) argues that leaders affect their subordinates directly 

through interaction and also through the organizational culture. Based on above explanation, the research 

hypothesis can be stated below.  

H1: Organizational culture has positive and significant effects on financial report quality. 

Organization needs employees with good work ethic. Work ethic is a set of positive behaviors that are 

rooted in fundamental belief with a total commitment to integral work paradigm (Sinamo, 2005). The work ethic 

can be defined as a personality or characteristics of a certain organization group formed through the 

involvement of various elements, such as: human resources, supporting equipment, and system in organization. 

The concept of work ethic served to 8 professional work ethics, they are: grace, trust, call, actualization, 

worship, art, honor, and service.  While the ethical values associated with work ethic are: diligent, honest, hard 

work, discipline, persevering, and other ethical values that can be found in its people and other nations. The 

work ethic can be defined as the response of a person or group of people to life that appears from the faith 

received and response becomes a habit or character of a person or group of people. Each member of 

organization has a specific habit in according with where the individual works. Work ethic is a basic for every 

member of organization to achieve company's goal, as financial report quality. Based on above explanation, the 

research hypothesis can be stated below.  

H2: The accountant's work ethic has positive and significant effects on financial report quality  

Theory of scientific accounting becomes a guide for Accounting practices (Suwarjono, 1989). Practitioners 

should keep the basic concepts and principles of accounting to maintain the financial report quality. Accounting 

knowledge that should be possessed by auditors are professional skills, intellectual skills, technical and 

functional skills, personal skills, interpersonal and communication skills, organizational and business 

management skills, and attitude. Accountants are should have soft skills  of honest, disciplined, responsible, 

friendly, polite, easy to adapt and so forth to create high financial report quality. Based on above explanation, 

the research hypothesis can be stated below.  

H3: Accountant’s accounting knowledge level has positive and significant effects on financial report quality  
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Research Methods: 

This is research an explanatory research with quantitative approach. The population is accounting and 

finance employees of private companies in Surabaya with total with turnover of more than 4.8 billion, 

prerequisite Taxpayers are required to make/ implement book keeping). Data is collected by questionnaires 

measured by five point likert scale, ranging from 1=very disagree until 5=very agree. Total 402 companies were 

sent the questionnaires. Total 133 questionnaires were returned with response rate of 33%. The data is analyzed 

by Multiple Regressions SPSS 20.0 versions for Windows. 

 

RESEARCH AND DISCUSSION 

 

Most respondents (81 %) aged 25-45 years old,  with majority positions are staff (66%), male (64%) and 

having accounting study program (77%) with work experiences above 10 years. Before analyzing with Multiple 

Regression, it needs to test the data validity and reliability. The alpha of all variables are lower than 0,05. 

Therefore, the data has high validity. The cronbach alpha also for all variables also above 0.6, therefore it can be 

stated that the has high reliability (Nunally 1978).  

The next step is assumption test. The significance value of Kolmogorov-Smirnov significance test is 

Asymp. Sig. - 0.856 greater than alpha 5 percent. It can be stated that test model has high normality. 

Multicolinearity test is intended to prove or test whether or not the linear relationship (multicolinearity) between 

one independent variable with another independent variables. The test results show  that all the variables have 

the tolerance value greater than 0. 1 and VIF value is less than 10, so it can be stated that test model was not 

detected multicolinearity case. Heterokedasticity test is applied to know inequalities variant.  Test results shows 

that there is no heterokedasticity. 

Test results show high validity and reliability. The classic assumption test also shows acceptable value. 

Therefore, the multiple regression analysis can be done. The multiple regression analysis are shown in Table 1 

below  

 
Table 1: Multiple Regression Analysis Test Result  

Variables T p-value 
Unstandardized 

Coefficient Beta  
Description  

Constant  1.485 0.143 0.554  

X1. Organizational Culture  1.074 0.287 0.101 Positive but insignificant  

X2 Work Ethic  3.4777 000 1 0.336 Positive and significant  

X3. Accounting Knowledge  3.118 0.001 0.260 Positive and significant  

Independent Variable (Y): Financial report quality 

 
F-count = 32.635 

P-value =0.000 

Adjusted R2 = 0.67 

Source: Primary data processed (2016) 

  

Table 1 shows that the constant is 0.554, coefficient of organizational culture (XI) is 0.101, work ethic (X2) 

is 0.336 and Accounting Knowledge (X3) is 0.260. Based on these result, the regression equation can be 

formulated below.  

 

Y = 0.554 + 0.101 XI + 0.336 X2 + 0.260 X3  

 

Table 1 shows that F-test result has Fcount = 32.635 with Sig value (0.000) greater than Ftable (2.53). It can 

be concluded that organizational culture, work ethic and accounting knowledge simultaneously has significant 

effect on financial report quality. R square value is 0.67, which means that 67 percent of variations in quality of 

financial report information is affected by variable of organizational culture, work ethic and Accounting 

Knowledge while the remaining 33 percent affected by other variables that are not mentioned in this study. 

 

Hypotheses testing: 

1. The effect of organizational culture on on financial report quality (H1): 

Hypotheses tests are done by t test result. Table 1 shows that regression coefficient of organizational culture 

variable (1,074) is smaller than Ttable (1.671) and Sig. value (0.287) larger than 0.05. It means organizational 

culture variable has positive but insignificant effect on financial report quality but the significance level is not 

too strong (under Ttable), so HI is rejected. This study result consistent Sari (2012) that organizational culture 

insignificantly affect on effectiveness of implementation of Public Sector Accounting and towards Good 

Governance. Wandari and Astuti (2015) also states that organizational culture, work ethic, auditor's integrity 

and understanding of Good Governance has no effect on performance of auditors. However, this research result 

contradict with Nusa (2015) that there is a significant effect of organizational culture variable on quality of 
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accounting information systems, Wisna (2015) that organizational culture variable affects on quality of 

accounting information systems, Indeje and Zheng (2010) that organizational culture has a strong affect on 

development of financial information systems and applications , Maryana (2007) and also Triparnbudl (2014) 

which states that organizational culture affects on information quality and accounting information system. 

 

2. The effect of accountant's work ethic on financial report quality (H2): 

Table 1 shows that Tcount (3,477) is greater than Ttable (1.671) and Sig. value (0.001) is smaller than 0.05. 

It means accountant's work ethic has positive and significant effect on financial report quality with regression 

coefficient value of 0.336. A positive value on regression coefficient indicates that accountant's work ethic has a 

direct affect on financial report quality, so that H2 is accepted. The results of this study are consistent with 

results of a research by Zulham (2015) and Dodi (2013) that work ethic variable simultaneously and partially 

affects on employee's performance. However, it contradicted to research of Wandari and Astuti (2015) that work 

ethic does not affect the auditors performance, and Yuskar and Devisia (2011) that work ethic directly does not 

affect the auditor’s performance. 

 

3. The effect of accountant's Accounting Knowledge on financial report quality (H3): 

Table 1 shows that Tcount (3,228) is greater than Ttable (1.671) and Sig. value (0.002) is smaller than 0.05. 

It means accountant's Accounting Knowledge has positive and significant effect on financial report quality with 

regression coefficient value of 0.260. A positive value on regression coefficient indicates that accountant's 

Accounting Knowledge will have a direct affect on financial report quality, so that H3 is accepted. This study 

results are consistent with results of Sudiarianti (2015), but contradicted to research conducted by 

Sukmaningrum (2011) which states that level accounting knowledge does not affect on quality of local 

government financial report information. 

 

Conclusions And Suggestions: 

Conclusion: 

Based above discussion, the conclusion can be stated below.  

1. Organizational culture, work ethic and accounting knowledge simultaneously have significant effect on 

financial report quality. 

2. Organizational culture partially has positive but insignificant effect on financial report quality. 

3. Accountant's work ethic partially has significant and positive effect on financial report quality. 

4. Accounting knowledge partially has significant and positive effect on financial report quality. 

 

Suggestion: 

Based on the conclusion, the suggestion can be stated below.  

1. The company should give more attention to work ethic and accounting knowledge because they are the 

influential variable to financial report quality. 

2. A good accountant's morality is a supporting factor to achieve company goals, therefore the 

accountants who have good morality deserve to get more reward to secure the resources owned by company. 

3. Future researches should add other independent variables related to financial report quality to provide 

more comprehensive result. The research object also should be added to all Indonesian private companies to 

increase the generalization. 
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