CHAPTER I
INTRODUCTION

1.1 Background

Internal control by the Government Internal Supervisory Apparatus (APIP) contained in the Government Internal Control System (SPIP), consist of audit, review, evaluation, monitoring and other surveillance activities. Supervision is helping to set organizational goals can be achieved, and early to avoid the occurrence of deviations implementation, abuse, waste and leakage.

Audit which is one part of the surveillance, in the practical consists of seeking information about what actions are implemented in an agency being examined, comparing the results with defined criteria, and approves or rejects the results by giving recommendations on corrective measures.

Tests carried out by APIP sometimes encounter obstacles in the implementation where the sense of family, togetherness and humane considerations that are too prominent. Another problem encountered in the implementation quality improvement of APIP is how to improve the attitude / behavior, the ability of surveillance personnel in conducting the examination, so that monitoring can be implemented goes fairly, effectively and efficiently.

Users of report that resulted from tests carried out by APIP want any supervisory personnel who clean, dignified, orderly and regular in performing duties and functions under the provisions and norms. Norms and regulations that apply to the government internal auditors, consists of APIP Code of Conduct and APIP Auditing Standards. Code of Conduct is intended to keep the APIP behavior in performing their duties, while the Auditing Standards are intended to maintain the quality of audits conducted by APIP. Given these rules, the public or the user can report assessing the extent to which government auditors have been working in accordance with the standards and ethics that have been established.
APIP Code of Conduct in the Minister of State for Administrative Reform (PERMENPAN) Number PER/04/M.PAN/03/2008, one goal is to prevent the occurrence of unethical behavior, to fulfill the accountability of work principle and to realize the implementation of audit control to have credible auditor with optimal performance in conducting audits. Behavioral principles applied to the auditors such as; integrity, objectivity and competence. Integrity necessary for the auditor to act in honest and firm in carrying out the audit; auditor's objectivity is required in order to be fair without being affected by pressure or request by certain interested parties to the results of the audit; and auditor competence is supported by knowledge, and abilities required to perform the task.

APIP Audit Standards, that set in the PERMENPAN Number PER/05/M.PAN/03/2008, used as a reference for all APIP in conducting the audit. Common standards in the auditing standards, such as; set about auditor independence and objectivity of APIP. Mentioned in the general standard is that "in all matters relating to the audit, APIP should be independent, and the auditor should be objective in the execution of his duty". This means that the independence and objectivity of the auditor APIP is required in order to increase the quality of the work of APIP.

That is not easy to maintain independence, objectivity and integrity of auditors. Work experience and competence of the auditor is not attached to the self-assurance that the auditor can improve the quality of the examination. Alim et al. (2007) stated that cooperation with the examination of objects that are too long and frequently could lead to insecurity over the independence of the auditor owned. And its add with the various facilities provided by inspection objects for the assignment can affect the objectivity of the auditor, and it’s not impossible that the auditor do dishonest act in revealing facts that indicate a low integrity of the auditor. Therefore, it is interesting to conduct research on the influence of these factors work experience, independence, objectivity, integrity and competence to improve the quality of the examination results.

In accordance with general standards in the Public Accountants Professional Standards that the auditor is required to have enough work experience in the profession who practiced, and are required to meet the technical qualifications and experience in the industries they audit (Arens et al., 2004). Experience has an impact on any decision taken in implementation of the audit, so that is expected that every decision taken is the right decision. This indicates that the longer the period of employment which has by the auditor, the auditor will have the better the quality of the resulting audit.

Research conducted by Budi et al. (2004) and Oktavia (2006) about the work experience, give the result that there is no effect of work experience on auditor decision making, while from the research conducted by Suraida (2005) stated that the audit experience and competence influence to the professional skepticism and affect the accuracy of the auditor's opinion provision of public accountants. Similar with research conducted by Asih (2006), found that auditors experience from the work time, the number of tasks as well as many types of companies audited have positive impact on auditor expertise in auditing. Herliansyah et al. (2006), from the research found that the experience reducing the impact of irrelevant information to the auditor's judgment.

Independence and competence significantly influence audit quality comes from research by Christiawan (2002) and Alim et al. (2007). The same is done by Mardisar et al. (2007), which give results that work with low complexity significantly influence the quality of the work of auditors. Then Trisnaningsih (2007) stated that the understanding of good governance can improve the performance of the auditor if the auditor during the execution of the examination has always upheld the independence stance.

Most of the studies ever conducted in order to evaluate the quality of audit, always make a conclusion from the viewpoint of the auditor (Widagdo et al., 2002). Hogan (1997) explains that the big auditor company can provide a good quality audit which can reduce the occurrence of underpricing when the company made an Initial Public Offering (IPO). Teoh and Wong (1993) also provide evidence that the ERC (Earnings Response Coefficient) from company which is become the audit clients in big audit company, statistically significantly greater than the company became a client in a small audit firm. Big audit firm shows the better credibility of the auditor, which means the quality of audits carried out better (Hogan, 1997; Teoh and Wong, 1993). Sutton (1993) has conducted research on audit quality measures at stage of the process. Research conducted by Mock and Samet (1982) developed a list of potential audit quality factors of literature, that is screening that used by the auditor and the auditor survey to evaluate the list. Meier and Fuglister (1992) revealed that the quality of audits according to the traditional concept consists of 3 (three) categories of activities that need to be analyzed. Category is the preparation, appraisal and failure activities.

Research on the independence has been a lot done, including by Pany and Reckers (1980) who found that auditor independence is influenced by the size of the client and giving gifts. Then Lavin (1976), in his research explain more deeply the concept of independence in terms of the relationship between client and auditor through third-party observations. The amount of research on the independence shows that the independence factor is an important factor for the auditor to carry out his profession. 

Competence and independence of the auditor in the application have to be related to ethics. Accountants have an obligation to maintain the highest standards of ethical behavior to the organization where they take shelter, their professions, communities and themselves where the accountant has a responsibility to be competent and to maintain their integrity and objectivity (Nugrahaningsih, 2005). Research on ethics that has been done by Cushing (1999), offers a framework to test the approach of the ethical standards of professional accountants. The framework is based on game theory through the purchase of opinion by the audit client. Payamta (2002) stated that based on "Ethical Guidelines" IFAC, the terms of the ethics of an accountant organization should be based on fundamental principles that govern the actions / behavior of an accountant in performing his professional duties. These principles are (1) integrity, (2) objectivity, (3) independent, (4) trust, (5) technical standards, (6) professional ability, and (7) ethical behavior. 

Based on the background of the above problems, the author interested to conduct research with the title: "The Factors Influences Audit Quality in Local Government. (Case study: Inspectorate of West Sumatera Province)”.
1.2 Problem Definition


Based on the previous background, the main problem in this research can be formulated as: “How the factors influence the audit quality in Inspectorate of West Sumatera Province?”
1.3 Research Objective

The aim of this research is to examine the factors that influence the Audit Quality in Inspectorate of West Sumatera Province.

1.4 Research Benefit 

This research is expected to be useful for:

1. Researcher
Applying the knowledge during the lecturing and implementing it to the real situation. This research also used as the requirements of graduation for bachelor degree.

2. Inspectorate of West Sumatera Province
As input in supporting the implementation of regional autonomy, especially the role of the Inspectorate in the area of financial control and in order to realize good governance. So that the Inspectorate is expected to create programs that contribute to improving the quality and capability.
3. Readers

As additional information to expand knowledge, as third party so they get a better understanding of influencing factors that’s influence the audit quality in Inspectorate of West Sumatera Province.

1.5 Systematical Writing


The systematical writing of this thesis divided into five sections. Chapter one describes the background of the problem, problem statement, research objectives, research benefits, and structure of systematical writing of this thesis. Chapter two includes the literature reviews of any related theories and opinions of the experts gathered from different sources, such as textbooks, result from previous research, journals, and internet based contend and information.

Chapter three discuss the research methodology used in preparation of this type of research, types and source of data, data collection procedure and method and analysis techniques used to analyze the data and any information needed for the thesis. Chapter four describe the result of research based on the data and information gathered relation with to the question statement and achieving the objective of the research by evaluating the theories and the implementation of subject in this company. In addition, chapter five describes the conclusion of all the results of research presented by previous chapter and additional feedback in form of suggestion, and discusses the limitation of the research.
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