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Abstract

This study aims to analyze the influence of Influence Experience auditor, Ethics auditor and Organizational
Commitment on the Quality of Internal Audit With Variable Moderator on Auditor Independence As the
Government working in City Tangerang Inspectorate. All independent variables consisting of the auditor's
experience, ethical auditors, and organizational commitment have a positive and significant influence on the
dependent variable: the internal audit quality. In addition, the results showed that independent variables did not
amplify the effect of each independent variable on the dependent variable but rather strengthened the combined
effect of all independent variables on the dependent variable.
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INTRODUCTION

The state budget managed by the government includes a fairly large amount of funds. Accountability for the use
of funds for government administration should be supported by sufficiently reliable supervision to ensure an
equitable distribution of funds in all public sectors so that the effectiveness and efficiency of the use of funds can
be accounted.

The government auditors consist of the Inspectorate General of the Department, and the Internal
Supervisory Unit (ICU) within State institutions and State-Owned Enterprises (SOE)/Regional Owned
Enterprises (ROE), Provincial Inspectorate, Regency/City Regional Inspectorate, Financial and Development
Supervisory Agency (FDSA) and the Supreme Audit Agency (SAA) which are independent external audit
institutions.

Mardiasmo (2000) explains several weaknesses in government audits in Indonesia. Firstly, these
weaknesses include the unavailability of adequate performance indicators as a basis for measuring government
performance, both central and local governments. Secondly, it relates to the problem of the structure of the audit
agency for the central and local governments in Indonesia. The problem that often occurs is that many functional
audit institutions overlap in carrying out audits, which causes inefficiency and ineffectiveness of auditing.

Regulation of the Minister of State for the Empowerment of State Apparatus No. PER/05/M.PAN/03/2008
states that the government's internal control is an important management function in government administration.
Through internal control, it can be seen whether a government agency has carried out activities under its duties
and functions effectively and efficiently and following the plans, policies that have been set, and provisions. In
addition, internal control over government administration is needed to encourage the realization of good
governance and clean government and to support effective, efficient, transparent, accountable, and clean
governance and free from corrupt practices, collusion, and nepotism. Internal audit is one form of effort to
prevent fraud and misuse of state assets. Therefore, it takes people who can have special expertise in preventing
things that result in losses that can occur in the government environment (Sawyer, 2009).

The work of a qualified or unqualified auditor will affect the auditor's conclusion. It will indirectly affect
whether or not the decisions taken by parties outside the company are appropriate so that the auditor is required
to have a sense of responsibility (accountability) in carrying out their work and have a professional attitude in
order to reduce violations or irregularities that can occur in the auditing process so that accountability and
professionalism are important elements that an auditor must possess.

One of the causes of low audit results is the auditor's experience factor. Several studies have shown that
work experience has a positive effect on audit quality.

Nataline's research (2007) stated that inexperienced auditors would make greater error attributions than
experienced auditors. According to Mulyadi (2008), an auditor must have experience in auditing activities;
besides, formal education must also be possessed by an accountant profession because these two things are
important and complementary. While Lehman and Norman (2006) in Mabruri and Winarna (2010), regarding the
influence of experience and complexity of problems as well as audit judgment, show that experienced auditors
(expertise) will more clearly detail the problems faced compared to inexperienced auditors, which will affect on
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auditor judgment.

In addition to the experience factor, auditor independence also has a role in delivering audit results. The
report's objectivity must increase the confidence in the audit results made. Arens et al., (2011)
define independence in auditing as the use of an unbiased perspective in conducting audit tests, evaluating the
results of these tests, and reporting audit findings. High organizational commitment possessed by auditors who
work in professional organizations will also have high organizational commitment.

The roles and functions of the Provincial, Regency/City Inspectorates are generally regulated in Article 4 of
the Regulation of the Minister of Home Affairs Number 64 of 2007. In the article, it is stated that in carrying out
the task of supervising government affairs, the Provincial, Regency/City Inspectorate has the following functions:
(1) Planning surveillance program; (2) The formulation of policies and monitoring facilities; (3) Inspection,
investigation, testing, and assessment of supervisory duties

Based on the description above, the Tangerang City Inspectorate is considered very representative to
represent the government's internal supervisory group. This research will use the Tangerang City Inspectorate as
the object of research representing the Government's Internal Supervisory Agency in Tangerang City.

This study will explore the consequences of auditor experience, ethics, and organizational commitment to
the quality of internal audits with the independent variable as a moderator. The problems in the research are: (1)
Does the experience of the auditor affect the quality of the results of the internal audit?; (2) Does auditor ethics
affect the quality of the internal audit?; (3) Does organizational commitment affect the quality of internal audit
results?; (4) Does auditor independence moderate or strengthen the effect of auditor experience on the quality of
audit results?; (5) Does auditor independence moderate or strengthen the influence of auditor ethics on the
quality of audit results?; (6) Does auditor independence moderate or strengthen the effect of organizational
commitment on the quality of audit results?

THEORETICAL REVIEW AND HYPOTHESES

Auditor Experience

Knoers and Haditono (1999) in Singgih and Bawono (2010) states that experience is a learning process that adds
to the development of potential behavior from both formal and non-formal education, or it is also interpreted as a
process that leads a person to a higher pattern of behavior. A person's work experience shows how long, skilled
and how many types of work have been done by someone to provide opportunities for that person to do his job
better.

According to Suraida (2005), audit experience is the auditor's experience auditing financial statements.
Both in terms of the length of time and the number of assignments that have been handled. Auditors gain audit
experience during their audit assignments. Experience will be gained if the assignment and supervision
procedures go well. The assignment procedure is a procedure that ensures a balance between the needs, expertise,
development, and utilization of personnel in the implementation of the engagement.

Auditor Ethics

In general, ethics describes an embodiment and determination of a norm of attitude and behavior that helps
humans act freely and responsibly because every action is born from a free personal decision. According to the
AICPA (American Institute of Certified Public Accountants) Code of Professional Ethics in Seprian (2007), the
ethical principles are as follows: responsibility, public interest, integrity, objectivity and independence, due care,
scope, and nature of services.

Organizational Commitment

Organizational commitment is often identified by requiring some degree of agreement with the goals and values
of the organization or profession, including morals and ethical values. Organizational commitment has three
distinguishing factors: (1) Strong belief in and acceptance of the organization's goals and values. (2) Willingness
to strive for the organization, (3) Strong ability to maintain membership in the organization (Ferris and Aranya,
1983 in Trisnaningsih, 2007).

The auditor's commitment to the organization is a form of an auditor's loyalty to his organization; besides, it
will also foster loyalty and encourage the auditor's self-involvement in making various decisions. Therefore,
commitment will create a sense of belonging for the auditor to the organization. So organizational commitment
is the relationship between employees and the organization shown by a strong desire to maintain membership,
accept the organization's values and goals, work hard to achieve organizational goals, and are willing to work
hard to achieve organizational goals and continuity.

Auditor Independence

Great responsibility is important for auditors who work in a government agency or institution to have high
independence and expertise. If the auditor is not independent of his client's management, his opinion is

11



Research Journal of Finance and Accounting WwWWw.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) g
Vol.12, No.23, 2021 IIsTE

meaningless. In Seprian (2007), auditor independence includes two aspects, (1) independence of mental attitude
and (2) independence of appearance.

Each auditor must maintain integrity and objectivity in his professional duties, and each auditor must be
independent of all conflicting interests or improper influence. He must also avoid situations that may give third
parties the impression that a conflict of interest or objectivity is untenable.

Internal Audit Quality

According to Tugiman (2006) in the research of Irafah et al. (2020), Internal auditing or internal examination is
an independent assessment function within an organization to test and evaluate the organization's activities
carried out. The Internal Auditor performs the internal audit function as described in the Indonesian Government
Internal Audit Standard (2014:3) Internal audit is an independent and objective activity in the form of assurance
activities and consulting activities designed to provide added value.

Furthermore, improve the operations of an organization (audit). This activity helps the organization (audit)
achieve its objectives by using a systematic and orderly approach to assess and improve the effectiveness of risk
management, control (control), and governance (public sector) processes.

The research of Alim et al. (2007) defines audit quality as the probability that the auditor will find and
report violations in the auditee's auditing system. Audit quality can be seen in two dimensions. First, the auditor
must be able to detect material misstatements. Second, the misstatements must be reported. The ability to detect
material misstatements is strongly influenced by the auditor's technological capabilities, audit procedures, and
the amount of sampling used. The ability to report material misstatements appropriately depends on the attitude
of the auditor's independence, and if the auditor is under personal, emotional, and financial pressure, the auditor
may lose his independence. Meanwhile, Deis and Groux (in Alim et al., 2007) explain that the probability of
finding a violation depends on the technical ability of the auditor, and the probability of reporting a violation
depends on the independence of the auditor.

Research Hypothesis

The hypotheses proposed in this study are as follows:

H1: Auditor experience positively affects the quality of internal audit results

H2: Auditor Ethics has a positive effect on the quality of Internal audit

H3: Organizational commitment positively affects the quality of Internal audit results

H4: Auditor independence moderates or strengthens the effect of auditor experience on the quality of audit
results.

HS: Auditor independence moderates or strengthens the influence of auditor ethics on the quality of audit results

H6: Auditor independence moderates or strengthens the effect of Organizational Commitment on the quality of
audit results

METHOD
A population is a whole group of entities that can be in the form of people, events, or objects with certain
characteristics, which are in an area and meet certain requirements related to research problems, Erlina (2011).
The population in this study were the auditors of the Tangerang City Regional Inspectorate, amounting to 150
people. The sample in this study was determined using the Slovin formula so that the number of samples
obtained was 115 responses.

The sampling technique was carried out by non-probability sampling method with Incidental
sampling. /ncidental sampling is a sampling technique that provides opportunities for anyone who is considered
suitable to be the object of research—data analysis method, using Smart PLS (Partial Least Square) version 3.2.9.

RESULTS AND DISCUSSION

1. Outer Model Test Results

a. Convergent Validity Test Results

In testing the Convergent Validity of the measurement model with reflexive indicators is assessed based on the
correlation between the item score or component score with the construct score calculated by PLS. Individual
indicators are considered valid if they have a correlation value above 0.70. The output results of the correlation
between indicators and their constructs, all indicators are valid, and all indicators have met convergent validity
because they have a loading factor value above 0.50.

b. Discriminant Validity Test Results

In testing discriminant validity, reflective indicators are shown in the cross-loading between the indicators and
their constructs. An indicator is declared valid if it has the highest loading factor for the intended construct
compared to the loading factor for other constructs. Thus, latent constructs predict their block indicators better
than other ones.
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Table 1. The Result of Discriminant Validity Test (Fornell Lacker Criterium)

Auditor Auditor Organizational Internal Auditor

ethics Independence commitment audit quality ~ Experience
(X2) (X4) (X3) (Y) (X1)

Auditor ethics (X2) 0.815

Auditor Independence (X4) 0.774 0.718

Organizational commitment 0.747 0.673 0.815

(X3)

Internal audit quality (Y) 0.781 0.695 0.742 0.728

Auditor Experience (X1) 0.717 0.664 0.730 0.795 0.826

Source: PLS Output

From Table 1, it can be concluded that each construct is greater than the correlation between one construct
and another in the model. Based on the table above, the AVE value can be concluded that the constructs in the
estimated model meet the discriminant validity criteria.
¢. Composite Reliability Test Results and Cronbach's Alpha
In testing composite reliability and Cronbach's alpha aims are to test the instrument's reliability in a research
model. If all latent variables have a composite reliability value and Cronbach's alpha 0.7, the construct has good
reliability, or the questionnaire used as a tool in this study is reliable or consistent.

Table 2. The Result of Composite Reliability and Cronbach's Alpha Test

Variable Crili;)izh s gzﬁ?;ﬁ Information
Auditor Ethics (X2) 0.956 0.962 Reliable
Auditor Independence (X4) 0.861 0.892 Reliable
Organizational Commitment (X3) 0.936 0.946 Reliable
Internal audit quality (Y) 0.886 0.909 Reliable
Auditor Experience (X1) 0.946 0.955 Reliable

Source: PLS Output

Based on Table 2, the results of the composite reliability test and Cronbach's alpha show a satisfactory
value because all latent variables have a composite reliability value and Cronbach's alpha 0.70. It means that all
latent variables are said to be reliable.
2. Structural Model Testing or Hypothesis Testing (Inner Model)
The test of Inner model is the development of the concept and theory-based models to analyze the relationship
between exogenous and endogenous variables described in a conceptual framework. The steps for testing the
structural model (inner model) are as follows:
a. Test Results R-square value. Look at the R-square value, which is the goodness-fit test of the model.

Table 3. R? Value of Endogenous Variables

Endogenous Variables R-square
Auditor Independence (X4) 0.765
Internal audit quality (Y) 0.689

Source: PLS Output
The structural model indicates that the model on the variables of Auditor Independence (X4) and Internal
audit quality (Y) is moderately strong, having a value above 0.67.
b. The Result of Goodness of Fit Model Test
In the Test of Goodness of Fit, the structural model on the inner model uses the predictive-relevance value (Q?).
A Q-square value greater than 0 (zero) indicates that the model has predictive relevance. The R-square value of
q g p q
each endogenous variable in this study can be seen in the following calculations:
The predictive relevance value is obtained by the formula:
2 _ - -
Q% =1-(1—R1)(1—R,)
Q2 =1—(1-0.765)(1 — 0.689)
Q% = 1—(0.07308)
Q2 = 0926
The calculation results above show the predictive-relevance value of 0.926, greater than 0 (zero).
Thus, the model is feasible to have relevant predictive value.
c. The Result of Hypothesis Test (Estimated Path Coefficient)
The bootstrapping procedure can obtain the significance value of this hypothesis. The significance of the
hypothesis is looked at the parameter coefficient values and the T-statistical significance value in the
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bootstrapping report algorithm. The significance of the T-table at alpha 0.05 (5%) -1.96, the T-table is compared
with the T-count (T-statistics).
Table 4. The Result of Hypothesis Test

Original SZi/?ggroi T Statistics P Information
Sample (O) (STDEV) (|O/STDEV)) Values

Auditor Ethics (X2) = Auditor 0.874 0116 7508 0.000 Slgm.ﬁ.cant
Independence (X4) positive
Audltor Ethlcs (X2) - Internal 0436 0.148 2945 0.003 Slgm.ﬁ'cant
audit quality (Y) positive
Auditor Independence (X4) > Significant
Internal audit quality (Y) 0468 0.157 2.988 0.003 positive
Organizational commitment
(X3) - Internal audit quality 0.337 0.182 1.853 0.064 No Effect
(Y)
Auditor Experience (X1) -> Significant
Internal audit quality (Y) 0.481 0.173 2775 0.003 positive
Auditor ethics (X2) = Auditor
Independence (X4) > Internal 0.409 0.143 2.858 0.003 Mediation
audit quality (Y)

%
3

Figure 1. Bootstrapping Test

Discussion of Research Results
1. The Effect of Auditor Ethics on Auditor Independence
Based on the hypothesis test in this study, the results of the T-statistic value were 7.508, the original sample
value was 0.874, and the P Values were 0.000. The T-statistic value is greater than the T-table value of 1.96, the
original sample value shows a positive value, and the P Values value shows less than 0.05.

This result indicates that auditor ethics positively and significantly affect auditor independence.
2. The Effect of Auditor Ethics on Internal Audit Quality
Based on the hypothesis test in this study, the results of the T-statistic value were 2,945, the original sample
value was 0.436, and the P Values were 0.003. The T-statistic value is greater than the T-table value of 1.96, the
original sample value shows a positive value, and the P-values value is less than 0.05. This result indicates that
auditor ethics has a positive and significant effect on the quality of internal audits.
3. The Effect of Auditor Independence on the Quality of Internal Audit
Based on the hypothesis test in this study, the T-statistic value was 2,988, the original sample value was 0.468,
and the P Values were 0.003. The T-statistic value is greater than the T-table value of 1.96, the original sample
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value shows a positive value, and the P Values value shows less than 0.05. This result indicates that Auditor

Independence has a positive and significant effect on the quality of internal audits.

4. The Effect of Organizational Commitment on Internal Audit Quality

Based on the hypothesis test, the results of the T-statistic value of 1.853, the original sample value of 0.337, and

the P Values of 0.064. The T-statistic value is less than the T-table value of 1.96, and the P-values value is more

than 0.05. These results indicate that organizational commitment (X3) has no significant effect on the quality of

internal audits.

5. Effect of Auditor Experience on Internal Audit Quality

Based on the hypothesis test, the results of the T-statistic value 2.775, the value of the original sample 0.481, and

the value P Values of 0.003. The T-statistic value is greater than the T-table value of 1.96, the original sample

value shows a positive value, and the P Values value shows less than 0.05. This result indicates that the Auditor

Experience (positive and significant effect on the internal audit quality.

6. The influence of auditor ethics on the quality of internal audit through mediation by Auditor
Independence

Based on the hypothesis test in this study, the results of the T-statistic value were 2.858, the original sample

value was 0.409, and the P Values were 0.003. The T-statistic value is greater than the T-table value of 1.96, the

original sample value shows a positive value, and the P Values value shows less than 0.05. These results indicate

that Auditor Independence can significantly strengthen the influence of Auditor Experience on the quality of

internal audits.

CONCLUSION

From the results of hypothesis testing, it can be concluded that the auditor's experience, ethics have a positive
and significant influence on the dependent variable, namely the quality of the internal audit. The organizational
commitment variable has no significant effect on the quality of internal audits. In addition, this study also uses a
moderating variable, namely auditor independence which strengthens or weakens the influence of the
independent variable on the dependent variable. From the study results, it was found that the independent
variables did not strengthen the influence of each independent variable on the dependent variable but
strengthened the combined effect of all independent variables on the dependent variable.

Suggestion

The results of this study are used as a source of ideas for the development of future research. It is recommended
that the next researcher add other variables not included in this study, for example, the use of information
systems and internal control systems.

Policy Implication

The results of this study are expected to provide input to the government, especially the Tangerang City
Inspectorate, to pay more attention to their employees, especially their work experience, ethics, and commitment
to the organization to improve the quality of their internal audit. Especially senior auditors are expected to
provide a lot of input or work experience for new auditors. In addition, the Tangerang City inspectorate must
provide additional training or knowledge regarding ethics and commitment to the organization so that the
performance of their internal audit results is preferable. The final step, of course, that must be done is to train the
auditors' independence so that in conducting the audit, they are not influenced by the audited institution or other
interested people.
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