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Abstract
We examine the effects of auditor’s competence, auditor–auditee relationship,
professional identification and top-management support toward internal auditors’
independence (Ahmad and Taylor, 2009) and objectivity (Muqattash, 2011) in
the Ministry of Finance and the Ministry of Religious Affairs. Responses from
questionnaires were collected from 204 respondents of internal auditors in both
the ministries. Using multiple linear regression models, we found that auditors’
competence and auditor–auditee relationship have a significant effect toward both
the independence and objectivity of the auditors, while top-management support only
affects the auditors’ objectivity. The study shows different results for each ministry.
Only auditor–auditee relationship affects the independence in both the ministries,
and only auditor’s competence affects the objectivity in both the ministries. Thus,
we agree that auditors’ competence and auditor–auditee relationship are two most
important factors in determining both the independence and objectivity of internal
auditors in Indonesian government entities.

Keywords: independence, objectivity, internal auditors, government entity,
competence, Indonesia

1. Introduction

Apparently, government institution performances have withdrawn public’s attention
and become a current issue. Back to 20 years ago, the public was not aware of gov-
ernment programs such as government activities until the result of the programs.
However, since the transparency of information is easy to access nowadays, today’s
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society is equipped and informed to question government’s performance, such as the
government’s budget plans on projects and how the government plans to exercise
the income from tax and other sources of income. Moreover, this is the right of the
citizens since taxes and other sources of income are collected directly and indirectly
from them. It is a responsibility of every government institution to show to the public
their accountability report through audited financial report as a potent source of public
information.

There is a slight change of orientation in conducting government activities along
with the issuance of Law No. 17 of 2003 on State Finance, Law No. 1 of 2004 concerning
State Treasury and Law No. 15 of 2004 concerning the State Financial Management and
Accountability Audit. According to these laws, the government should be conducted
with the principle of result-oriented, rather than input-oriented (budget).

With the aforementioned conditions, auditors, both external and internal, have a
significant role in providing publics’ need of information regarding the financial activi-
ties of government, such as in the central government, the level of ministry and local
government. In providing that information, there are several characteristics that must
be accomplished by both internal and external auditors, including independence and
objectivity. Furthermore, independence and objectivity are two of the basic assump-
tions to represent the value and credibility of auditor’s service. Auditor’s independence
is the cornerstone of audit profession [27].

Auditors should comply with two elements of independence, which are indepen-
dence in mind and independence in appearance. The challenges on internal auditors is
to appear independent since their clients are mostly (or absolutely) the organization
where they are working, not to mention they are in a different department and they
are working within the organization. Internal auditor’s unique characteristics, in which
they provide both assurance service within the organization and consultancy service
to the managers, have become a consequential debate as internal auditors are easy
to be placed in a conflict situation [32]. There has been quite an amount of research
regarding the independence and objectivity of auditors, but most of them took external
auditors as objects. However, for an internal auditor, mainly the internal auditor for
Government Organizations, such researches are rarely conducted.

Based on the Ministry of Domestic Affairs’ website, on May 26, 2017, Corruption
Eradication Commission (KPK) set a meeting with the Ministry of Domestic Affairs to
discuss a re-enforcement of the roles of Government Internal Supervisory Apparatus
(APIP) in eradicating corruption. According to KPK, APIP’s role to corruption eradication
is still low because currently, the authority of APIP is under their own organization
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instead of being an independent entity. The main issue brought by the KPK about the
re-enforcement of APIP is about their independence. The Ministry of Domestic Affairs
is asked to redesign the organization of APIP to be more independent. Other than
that, re-enforcement of the human resource and budget sufficiency also need to be
the main concern of this program. To increase the quality of the APIP in eradicating
corruption, the government must first know the factors that affect independence and
objectivity of the auditors so that they can design a strategy to re-enforce the human
resource, in this case, the internal auditors.

According to Government Regulation No. 60 of Year 2008 about Government Inter-
nal Supervisory System (SPIP), the purpose of the SPIP is to provide adequate assur-
ance for the accomplishment of efficiency and effectiveness of government purposes,
the reliability of the financial report, the security of state assets and the adherence
to legislation. The roles of APIP are as follows: (a) provide adequate assurance of the
adherence, economics, efficiency and effectiveness of the accomplishment of gov-
ernment entities’ tasks and functions; (b) provide early warning and improve the
effectiveness of risk management in the execution of government entities’ tasks and
functions; (c) maintain and improve the quality of good governance. The present con-
dition shows that there is still a gap between the purpose that should be accomplished
by APIP and the reality. There are still many fraud and errors in government financial
statement, corruptions and embezzlement.

Even though the financial report of the Central Government was predicated unqual-
ified in 2016, there are 14 ministries that have not accomplished the same predicate
for their financial statements. Even worse, six of them got disclaimers from the Audit
Board of the Republic of Indonesia (BPK); they are Ministry of Marine and Fisheries,
National Commission on Human Rights, Ministry of Youth and Sports, TVRI, Marine
Security Agency and Agency of Creative Economy. The other eight ministries have
qualified opinion from BPK; they are Ministry of Defense, Ministry of the Environment
and Forestry, Ministry of Child and Women Empowerment, BKKBN, General Election
Commission (KPU), Geo-spatial Information Agency, Provision of Government Goods
and Services and RRI. In other words, there are 85 percent of ministries and institutes
that get unqualified opinion. It is a good thing compared to the previous year when
only 65 percent of the ministries and institutions got unqualified opinions. However,
it is expected that every ministry/institution will get unqualified opinions in the next
year.

The gaps between what is expected from APIP and the reality could be driven from
the lack of independence and objectivity of the internal auditors. Chairman of KPK,
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Agus Rahardjo, said that one of the causes of ineffectiveness of corruption eradication
and the enhancement of governance is independence problem of the APIP (KPK.go.id,
May 2017). The other problems regarding APIP are the human-resource problems and
budget problem. The human-resource problems include independence and objectivity
of the auditors. Therefore, because there are still some problems in the implementation
of SPIP, it is reasonable that the independence and objectivity of internal audit in
government entities are worth to be researched.

Alexander and Hay (2013) use non-audit task as the independent variable for inde-
pendence; Fan, Woodbine and Scully (2012) study the effect of auditor–client relation-
ship, punishment system and ethical behavior toward audit independence; Romero
(2010) finds the effect of auditor fee toward internal auditors’ independence. Besides
that, Bamber and Iyer (2007) inspect professional identification and audit tenure in
affecting auditor’s objectivity; and Reynolds et al. (2004) use economic dependence as
the independent variable toward objectivity. In this research, the author will examine
five factors that could affect the independence and objectivity of internal auditors for
the Ministry of Finance and the Ministry of Religious Affairs. Those factors, later to be
called independent variables, are professional competence, auditor–auditee relation-
ship, professional identification and top-management support.

The author focuses this research to two ministries in Indonesia: the Ministry of
Finance and the Ministry of Religious Affairs. The choosing of the two ministries as
the object of this study has several reasons behind. The Ministry of Finance is the
chief financial officer of the government, and often considered as the role model
for running government financial management. It is a fact that there are still many
problems indicating its role as CFO, including the number of litigation cases that include
the Ministry of Finance, and this leads to the spotlight given from the public for this
ministry. There are also several cases undergone by the Ministry of Religious Affairs
that lead to public skepticism against this ministry such as embezzlement of Hajj fund
and corruption in the procurement of Qurans.

Professional competence is one of the most important factors in conducting audit
job. Auditing is a profession that no one outside the accounting field can do. Profes-
sional competence might as well be the indicator of auditor’s quality, if he is competent
in his job, then his job must be qualified. The real question is, does their compe-
tence really support their understanding and implementation of independence and
objectivity? Independence and objectivity are more of professional ethics rather than
competence, so we need to see the correlation between professional competence
toward internal auditors’ independence and objectivity.

DOI 10.18502/kss.v3i8.2524 Page 414



ICIFEB

Professional identification is how they see themselves as an auditor and how do
they relate to the label ‘auditor’ that sticks to them. Being proud of their professional
could be a positive spirit that could increase their job quality. The feeling of attachment
toward their profession means that they have to understand the value and ethics of
their profession. For auditors, it means that they will do their job independently and
objectively.

Research conducted by Cohen and Sayag (2010) finds that top-management support
has a very strong effect on the internal audit effectiveness and is a very important
factor for the success of it. Improving internal auditors’ proficiency through education
and training or providing internal auditor with proper facilities and sufficient budget are
some examples of how top-management support could increase the effectiveness of
internal audit.

The relationship between internal auditor and auditee is somehow unique, on
account of their client’s position that is in the same organization as them. This kind
of position could threaten their independence and objectivity in doing audit job. The
relationship quality between auditor and auditee could be seen by the absence of
conflict of interest between them. A good relationship between auditor and auditee
does not mean that they often meet outside the work or they have a personal
relationship other than auditor–client relationship. It means that they could keep their
independence, whether in fact or in appearance, so that they could also maintain their
objectivity in doing their job.

2. Literature Review and Hypothesis

2.1. Internal auditor in Indonesian government context

Internal audit is an independent and objective activity in the form of assurance and
consulting activities, designed to give value added and to enhance the operational
quality of an organization (auditee). This activity helps the organization (auditee) to
reach their goals with a systematic and organized approach to evaluate and improve
the efficiency of risk-management process, control and public-sector governance [19].
Government internal audit standard is the criteria or minimum quality requirement
to perform internal audit task, and compulsory for Indonesian government internal
auditor (Finance and Development Supervisory Agency, 2013).
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2.2. Independence

AICPA (2006) defines audit independence as ‘one’s ability to act with integrity and
exercise objectivity and professional skepticism. Therefore, independence is critical to
promote ethical behavior and reliable financial reporting’. Hanifa (2009) in his research
concluded that auditors could interpret independence through social interactions in
three levels: micro (personal), Meso (organizational culture) and macro (political and
socio-economic structure). Independence is in fact mostly related to micro level (per-
sonal), while Meso (organizational structure) has a particular association with inde-
pendence in appearance. In macro level, socio-economic, politics, ideology and legal
system could affect various kinds of independence and the meaning of auditor inde-
pendence.

An auditor should be perceived to be independent both in fact and in appearance
[29]. Cameran et al. (2005) stated that independence in fact portrays a state of mind
that relates to integrity, objectivity and professional judgment, while Raiborn et al.
(2006) conclude that the independence in appearance represents the external impres-
sion by the public about the auditor. Independence in appearance could be evaluated
through independence in appearance level of auditor ([23], Ghost et al., 2005).

2.3. Objectivity

Mutchler (2001) defines objectivity as a state of mind that biases do not inappropriately
affect assessments, judgments and decisions. Objectivity is at the heart of auditor’s
value to society to provide an unbiased opinion on the fairness of financial statements
[21]. Arens, Elder and Beasly (2011, p.71) mention that auditors must not compromise
in giving professional attestation because of biases, conflict of interest or because of
influence of someone inappropriate.

Objectivity requires auditor not to differ their audit judgments toward their clients.
Punishment regarding auditors’ objectivity must be carried out at the whole level;
individual, assignment, functional position and organization. The Code of Conduct of
Indonesian Government Internal Auditor explains that internal supervision is an inde-
pendent and objective assurance and consulting activity to give value added and to
improve organization’s operation. Hence, objectivity is an important aspect in deter-
mining whether or not can the audit task succeed.

In Ministerial Regulation of Ministry of Administrative and Bureaucratic No. PER/05/
M.PAN/03/2008 about the Audit Standard of Government Internal Supervisory Unit
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(APIP), it is mentioned that if independence or objectivity is compromised, whether
in fact or in appearance, such disruption has to be reported to their superior. They
are obliged to report regarding the existence and/or the interpretation about that the
conflict of interests, dependence or biases. The auditor mentioned must be replaced
with another auditor whose independence and objectivity are unquestioned.

Objectivity has a significant credit in an audit task. If auditor acts subjectively toward
their client, the audit report would be either favorable or unfavorable to the auditee. In
some cases, when objectivity is absent during the audit task, the report only consists of
things that incriminate the auditee without proper evidence. This kind of audit quality
will mislead the decision-making process because of information biases contained in
the audit report.

2.4. Professional competence toward
independence and objectivity

An audit must be carried out by a professional staff that has the necessary education,
training, experience and professional qualifications to conduct the full range of audits
required by its mandate (Al Twaijri, Brierly and Gwilian, 2003). Ma’ayan and Carmeli
(2015) in their research mention that auditor capacity comprises professional skills,
economic resources and behavior toward auditees. Auditors’ professional skills are
represented in their knowledge and experience ([13], OAG 2004), and professional
credibility (Dies and Giroux 1992). Other than academic background, auditors also need
to experience specific training in auditing field. Cohen and Sayag (2010) state that
greater professional proficiency on the part of the internal auditors will be related to
greater auditing effectiveness. Independence and objectivity are two main aspects
that represent audit effectiveness. Therefore, professional competence should have a
positive relationship toward both independence and objectivity of the internal audit.

H1: Professional competence has a positive effect toward government internal audit

independence

H2: Professional competence has a positive effect toward government internal audit

objectivity
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2.5. Professional identification toward
independence and objectivity

Mael and Ashforth (1992) define professional identification as ‘the extent to which
one defines him or herself in terms of the work he or she does and the prototypical
characteristics ascribed to individuals who do that work’. Loi, Hang-yue and Foley
(2004) suggest that professional identification is the main key that affects worker’s
job attitude. When auditors become identified with their profession of audit, they will
associate the auditing profession into their identity. Professional identification could
boost someone’s professional self-esteem (Ashforth and Mael, 1989), it also provides
an essential guide for attitudes and behaviors.

Auditors who identify audit as their profession tend to internalize the norms and
values of their profession [7]. Consequently, auditor’s professional identification will
encourage their professional behavior and objectivity [21]. Independence and objec-
tivity are two of the most important values that should be comprehended by auditors in
general. Bamber and Iyer (2007) find that professional identification has a strong pos-
itive correlation toward auditors’ objectivity. Hence, professional identification should
affect positively the internal auditors’ independence and objectivity.

H3: Professional identification has a positive effect toward government internal audit

independence

H4: Professional identification has a positive effect toward government internal audit

objectivity

2.6. Auditor–auditee relationship toward
independence and objectivity

Auditors need a good cooperation from auditees because they are the main source of
information that is important for auditors in order to do their work. As a vice versa,
auditee needs auditor’s assistance to let them know their wrongdoing and deficien-
cies in practicing their business. In Indonesian government case, internal auditor also
performs to prepare the auditees before being audited by external auditor (in this case
by the Audit Board of the Republic of Indonesia/BPK). A decent interaction between
auditors and auditees that leads to auditees’ positive attitude and suppresses the neg-
ativity toward auditing process is the key to auditees’ motivation to engage in learning
from the audit activity (Ma’ayan and Carmeli, 2015). A good relationship between

DOI 10.18502/kss.v3i8.2524 Page 418



ICIFEB

auditor and auditee could be achieved when auditors do their job without being influ-
enced by facilities or gratification given by the auditee. Mohamed and Habib (2013)
have found that auditors–client relationship enhances the audit quality. This finding
could lead us to a hypothesis that auditor–auditee relationship could enhance auditors’
independence and objectivity.

H5: Auditor–auditee relationship has a positive effect toward government internal audit

independence

H6: Auditor–auditee relationship has a positive effect toward government internal audit

objectivity

2.7. Top management support toward
independence and objectivity

Managerial support for audit could be defined as the involvement and commitment
to success of the work by giving adequate attention and allocating needed support
(Ma’ayan and Carmeli, 2015). The lack of top-management support to internal audit
within an organization can cause ineffectiveness of internal audit, and this could be
dangerous since top management’s view could be contagious to the members of the
organization. Such condition could appear from the mindset that internal audit is a
burden to the organization, is costly and could act against the organization. Hence, it is
not a surprising fact that top-management support plays a significant role in the work
of internal audit.

There are several researches that find the role of management support in many
successes of programs and process within an organization. Cohan and Sayag (2010)
find that top-management support has a very strong correlation to internal audit effec-
tiveness. The finding bespeaks that the top-management support’s effect to the effec-
tiveness of audit is very strong and consistent in both public and private sectors. They
also state that top-management support is very crucial to the success of internal
audit, and there is a strong indication that all other determinant factors of internal
audit effectiveness could be derived from the top-management support, say, auditor’s
proficiency and career development. Based on this finding, a hypothesis can be devel-
oped that top-management support has positive effect toward the internal auditors’
independence and objectivity.

H7: Top management support has a positive effect toward government internal audit

independence
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H8: Top management support has a positive effect toward government internal audit

objectivity

3. Methodology

3.1. The participant

Table 1: Participant.

Ministry of Finance Ministry of Religious Affairs

Annotation Description Number % Number %

Gender Male 116 85.05% 52 78.79%

Female 22 15.95% 14 21.21%

Age 20–30 70 50.72% 14 21.21%

31–40 48 34.00% 42 63.63%

41–50 8 5.80% 6 9.09%

51–60 12 8.70% 4 6.06%

Professional
Tenure

< 4 years 18 13.04% 20 30.30%

4–8 years 64 46.37% 36 54.54%

9–12 years 36 26.08% 2 3.03%

> 12 years 20 14.49% 8 12.12%

Auditor
Certification

Available 122 88.41% 66 100%

Not Available 16 11.59% 0 0%

Education D III 28 20.29% 6 9.09%

S1/DIV 86 62.32% 46 69.70%

S2 22 15.94% 14 21.21%

S3 2 1.45% 0 0%

The target population of this research is internal auditors in Indonesian government
entities, particularly internal auditors in Ministry of Finance and Ministry of Religious
Affairs. These two ministries were chosen because of some particular reasons. The
Ministry of Finance was chosen because it is the Chief Financial Officer of Indonesian
Government and is considered as the role model in every activity of government
financial management. The Ministry of Religious Affairs, other than because of its
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organization size, has also withdrawn public attention about its performance and trans-
parency of financial report due to several legal cases it has faced. There are total 416
internal auditors in Ministry of Finance and 249 internal auditors in Ministry of Religious
Affairs. This means that the total population for this research is 665 internal auditors.

Questionnaires were mailed individually to internal auditors in these ministries by
electronic mails. At the end of the collection process, we had 204 responses; 138
responses were from the Ministry of Finance and 66 responses were from the Min-
istry of Religious Affairs. Of all the respondents, 168 of them were male and 36 were
female, and 85.3 percent of them aged less than 40 years. According to their tenure
in their organization, 49.12 percent of all the respondents have been working in their
organization for 4–8 years, and only 18.63 percent of them have been working for less
than 4 years. More than 92 percent of the respondents have certification in audit field.

3.2. Variable, operational and measurement

In this research, the author uses two dependent variables, which are independence and
objectivity of the internal auditor, and five independent variables, which are profes-
sional competence, professional identification, auditor–auditee relationship and top-
management support. Questionnaires were distributed to internal auditors in the Min-
istry of Finance and the Ministry of Religious Affairs in Indonesia. There were 31 items
question in the questionnaire, with Likert scale of 4 (strongly disagree–strongly agree).
In most questions, strongly disagree is scored 1 and strongly agree is scored 4. The
summary for each variable can be seen in Table 2.

3.3. Data analysis method

The analysis method in this research uses multivariate linear regression analysis to
see the relationship between dependent and independent variables. The multivariate
linear regression analysis can be written as the following equations:

IND = 𝛼 + 𝛽1COMP + 𝛽2PROFIDENT + 𝛽3AUDITEE + 𝛽4SUPPORT + 𝜀 (1)

OBJ = 𝛼 + 𝛽1COMP + 𝛽2PROFIDENT + 𝛽3AUDITEE + 𝛽4SUPPORT + 𝜀 (2)

Notes:

IND = Internal Auditors Independence

OBJ = Internal Auditors Objectivity
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Table 2: Variables.

No. Variable Annotation Dimension Number of
Questions

Reference

1 IND Independence Freedom from intervention 1 Zaini Ahmad and
Dennis Taylor

(2009)

Conformity of report and
evidence

3

Integrity 3

Communication with
supervisor

1

2 OBJ Objectivity The existence of quality
assurance

1 Riham Muqattash
(2011)

Commitment from
Organization

1

The existence of audit
procedure

1

3 COMP Professional
Competence

Auditor’s training 1 Aaron Cohen and
Gabriel Sayag

(2010)

The role of internal audit 1

The importance of
information about internal
audit

1

Budget for auditor training 1

4 IDEN Professional
Identification

Auditor’s perception about
their profession

4 E. Michael
Bamber and

Venkataraman M.
Iyer (2007)

5 AUDITEE Auditor –
Auditee

Relationship

The absence of conflict of
interest

3 Ying Han Fan and
Glennda Scully

(2012)

The existence of personal
relationship

1

6 SUPPORT Top-
management

Support

The real support shown by
management

1 Abdulaziz
Alzeban (2014)

Management contribution 1

Size of the organization 1

Budget for internal audit 1

COMP = Professional Competence

PROFIDENT = Professional Identification
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AUDITEE = Internal Auditor-Auditee Relationship

SUPPORT = Top Management Support

α = Constants

β = Coefficient of Regression

𝜀 = Error

4. Findings

4.1. Validity and reliability test

A validity check has been conducted to test whether each item of the questionnaire
is relevant. Based on the validity test that we have conducted, all items of questions
in the questionnaires have R-statistic greater than the R-table. It means that all of the
questions are relevant to explain the variables we use in this research. Furthermore,
reliability check is performed to test whether the questionnaire is reliable for con-
ducting the research. Based on the reliability test, we get R-statistic for each variable
ranging from 0.992 to 0.999, and the R value we get from the table is 0.284. It means
that all variables are reliable to conduct this research.

4.2. Descriptive analysis and correlation

To know the mean, minimum and maximum value, and the standard deviation of
the data for each variable, descriptive statistic is conducted. The summary for the
descriptive statistic results can be seen in Table 3.

From Table 3, it can be seen that the amount of respondents volunteering in this
research is 204 individual (N = 204). The minimum values for each variable, indepen-
dence, objectivity, competence, auditor–auditee relationship, professional identifica-
tion and top-management support sequentially, are: 2.5, 2, 1.5, 2.25, 2, 1.75. On the
other hand, the maximum value for all of those variables is 4. From the calculation of
the data, it can be known that the mean values for each of those variables sequentially
are 3.28, 3.34, 3.19, 3.31, 2.72 and 3.05.

The correlation test is conducted by using Pearson Correlation. As seen in Table 4, the
relationship among variables is strong and linear, because the value of the correlation
is close to 1. The significant value less than 0.05 shows the existence of significant
relationship between independent variable and dependent variable in the research.
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Table 3: Descriptive statistics and correlation.

IND OBJ COMP IDEN AUDITEE EXTERN SUPPORT

MIN 2 2 1.5 2 2.25 1.75 1.75

MAX 4 4 4 4 4 4 4

MEAN 3.280 3.339 3.191 2.720 3.313 2.848 3.046

STD 0.353 0.525 0.490 0.425 0.420 0.448 0.508

OBJ 1.000

IND 1.000

COMP 0.435𝑎 0.681𝑎 1.000

0.000 0.000

IDEN 0.102𝑐 0.195𝑎 0.177𝑎 1.000

0.073 0.003 0.006

AUDITEE 0.434𝑎 0.552𝑎 0.442𝑎 0.096𝑐 1.000

0.000 0.000 0.000 0.085

SUPPORT 0.273𝑎 0.596𝑎 0.686𝑎 0.237𝑎 0.473𝑎 0.315𝑎 1.000

0.000 0.000 0.000 0.000 0.000 0.000

Note: IND = Independence, OBJ = Objectivity, COMP = Professional Competence,

IDEN = Professional Identification, AUDITEE = Internal Auditor–Auditee Relationship,

SUPPORT = Top-management Support

𝑎significance level = 0.01

𝑏significance level = 0.05

𝑐significance level = 0.1

4.3. Multivariate linear regression

Coefficient of regression for professional competence has a positive value of 0.283 or
28.3 percent for independence and 0.491 for objectivity and has a significance value
of 0.000 for both independence and objectivity. It means that the professional com-
petence positively affects the internal auditors’ independence, so an increase in pro-
fessional competence will improve internal auditors’ independence.

Professional identification has a negative value of coefficient of regression of 0.032
with a significance 0.532 for independence, and for objectivity, the value of coefficient
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Table 4: Multivariate linear regression.

Model Independence Objectivity

Sign Coef. P-value Coef. P-Value

Constant positive 1.706 0.000 0.107 0.675

COMP positive 0.283 0.000 0.491 0.000

PROFIDENT positive 0.032 0.532 0.067 0.274

AUDITEE positive 0.281 0.000 0.301 0.000

SUPPORT positive –0.113 0.062 0.159 0.027

F Value 15.633 47.224

Sig. 0.000 0.000

R2 0.275 0.541

Adj. R 0.261 0.531

Note: IND = Independence, OBJ = Objectivity, COMP = Professional Competence,

IDEN = Professional Identification, AUDITEE = Internal Auditor–Auditee Relationship,

SUPPORT = Top-management Support

of regression is 0.067 with significance of 0.274. It means that the professional iden-
tification neither affects the independence nor the objectivity of internal auditors in
Indonesian government entities.

Coefficient of regression for auditor–auditee relationship is 0.281 (sig. 0.000) for
independence and 0.301 (sig. 0.000) for objectivity. It means that the relationship of
internal auditor and auditee affects positively both the independence and objectivity.

The coefficient of regression for top-management support is –0.113 (sig. 0.062) for
independence and 0.159 (sig. 0.027) for objectivity. It means that top-management
support does not affect independence but affects objectivity of internal auditor.

4.4. Additional findings

The variables that have significant effects toward internal auditor’s independence are
professional competence and auditor–auditee relationship. Professional competence
has coefficient of correlation of 0.310 with a significance value of 0.000, whereas
auditor–auditee relationship has a coefficient correlation of 0.255 with significance
value of 0.001. Variables other than professional competence and auditor–auditee rela-
tionship have no significant effect toward internal auditor’s independence. It means
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Table 5: Linear regression per institution.

Model Ministry of Finance Ministry of Religious Affairs

Independence Objectivity Independence Objectivity

Sign Coef. P-value Coef. P-Value Coef. P-value Coef. P-value

Constant + 2.165 0.000 0.398 0.205 1.166 0.059 0.902 0.141

COMP + 0.310 0.000 0.383 0.000 0.155 0.224 0.553 0.000

PROFIDENT + –0.018 0.767 0.036 0.610 0.164 0.253 0.101 0.479

AUDITEE + 0.255 0.001 0.436 0.000 0.235 0.015 0.016 0.869

SUPPORT + –0.183 0.018 0.070 0.429 0.111 0.356 0.284 0.021

F value 8.997 26.154 5.488 24.732

Sig. 0.000 0.000 0.000 0.000

R2 0.254 0.498 0.314 0.673

Adj. R2 0.226 0.479 0.257 0.646

Note: IND = Independence, OBJ = Objectivity, COMP = Professional Competence,

IDEN = Professional Identification, AUDITEE = Internal Auditor–Auditee Relationship,

SUPPORT = Top-management Support

that the increase in professional competence and/or the increase in the quality of
relationship between internal auditor and auditee will increase the independence of
internal auditor in the Ministry of Finance.

From Table 5, it can be found that only professional competence and auditor–
auditee relationship have significant value toward objectivity of the internal auditor.
The coefficient correlation for professional competence is 0.383 with a significance
value of 0.000, and for auditor–auditee relationship, the coefficient correlation is 0.436
with a significance effect of 0.000. Variables other than professional competence and
auditor–auditee relationship have no significant effect toward objectivity. In other
words, the increase of professional competence and/or the increase of relationship
quality between internal auditor and their auditee will improve the objectivity of
internal auditor in the Ministry of Finance.

From Table 5, it can be found that the only variable that has a significant effect
toward independence of internal auditor in Ministry of Religious Affairs is auditor–
auditee relationship with a coefficient correlation of 0.235 and a significance value of
0.015. All of the other variables do not affect the independence of an internal auditor.
Auditor–auditee relationship has a positive effect, in other words, the better the quality
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of relationship between internal auditor and their auditee, the more improved the
independence of internal auditor in the Ministry of Religious Affairs.

Hence, it can be concluded from Table 5 that there are three variables that affect
the objectivity of internal auditors in the Ministry of Religious Affairs, which are
professional competence and top-management support. Auditor–auditee relationship
and professional identification do not affect objectivity significantly. Professional
competence has a coefficient correlation of 0.553 and a significance value of 0.000,
it means that the more the competence of an auditor, the more objective he/she is.
Top-management support has a coefficient correlation of 0.284 with a significance
value of 0.021, it means that top-management support has a positive effect toward
internal auditors’ objectivity in the Ministry of Religious Affairs. In other words, the
higher the support from the top management, the more objective the internal auditors
will be.

5. Discussion

The result shows that institution where the internal auditors work has a significant
effect toward both independence and objectivity. The Ministry of Finance as the Chief
Financial Officer also plays as a role model for other government entities. Because
their job is to manage the state’s financial resources, it is understood that the human
resource inputs for the Ministry of Finance is higher than that of the Ministry of Reli-
gious Affairs. The selection is more difficult, more complicated, and they even have a
special college to provide the needs for qualified human resource. Hence, the higher
the quality of the auditor, the better they understand independence and objectivity
and the importance of them.

Furthermore, the Ministry of Finance and the Ministry of Religious Affairs have a
different culture, even though they work for the same organization. The Ministry of
Finance is known to be more professional, has more integrity about their job and
is more efficient. As for their role as CFO, they need to be the example of a good
governance, particularly in financial management.

In general, professional competence positively affects both the independence and
the objectivity of internal auditors. This finding supports the study of Alzeban (2014)
and Ma’ayan and Carmeli (2015), but it contrast to the findings of Cohen and Sayag
(2010) who say that professional competence has no effect toward internal auditors’
effectiveness. An auditor is said to be competent in their field when they have suf-
ficient education, training and/or experience in the auditing field. The more they are
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educated or experienced, the more they know and understand the values of auditors
and the importance of them, which are independence and objectivity.

The finding shows that professional identification affects neither the independence
nor the objectivity. It is in contrast to what Bamber and Iyer (2007) have found, who
mention that professional identification has a significant effect toward auditors’ objec-
tivity. The research conducted by Bamber and Iyer (2007) uses external auditors as the
object, whereas this research uses internal auditor as the object. It can be one reason
why the two researches show different and contrasting results. Internal auditors work
for their organizations, their clients are also from the same organization and they are
paid by their organizations. All of the internal auditors in government organizations
are public servant, which has stereotype of ‘however good your work is, you will be
paid the same’. With mindset like that, pride about the professional title is not one of
the public servant’s strong suit.

The hypotheses about auditor–auditee relationship that affect the independence and
objectivity are both accepted. It is supported by the study result of Fan, Woodbine and
Scully (2012), but it is contrasting to the result of Ball and Tyler (2015). The quality of
relationship between internal auditor and auditee undoubtedly plays a significant role
toward their independence, both in appearance and in fact. When an internal auditor
is known to have a conflict of interest with their auditee, either they have close a
relationship or they are given material facilities or gratification, the objectivity of their
audit work is being questioned. Ball and Tyler (2007) indeed mention that auditor–
auditee relationship affects negatively the audit quality. However, the definition of
auditor–auditee relationship in their research is different from the definition of the
same variable in this research. They define the auditor–auditee relationship as the time
period the auditor–auditee have been working together. In this research, the author
defines internal auditor–auditee relationship as the state of professional relationship
between internal auditor and auditee where there is no conflict of interest between
them.

However, the special case is that the professional competence does not affect the
independence of internal auditors in the Ministry of Religious Affairs. It can indicate as a
good or a bad thing. In a good case, internal auditors would understand the importance
of independence regardless their level of competence, so whether they are competent
or not, they will keep their independence in mind and in appearance. In the bad case,
they do not understand the importance of independence by heart, so the increasing
of knowledge they got from formal education or experience does not improve their
independence from time to time.
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Top-management support affects internal auditors’ objectivity but does not affect
the independence in general. However, in the Ministry of Finance, it affects the inde-
pendence, whereas in the Ministry of Religious Affairs, it only affects the objectivity.
Generally, the support from the management will improve the quality of audit and the
auditors. It is supported by the findings from the studies of Cohen and Sayag (2010),
Alzeban (2014) and Ma’ayam and Carmeli (2015) that show the positive effect of top-
management support toward internal auditors’ effectiveness.

Top management is the party who hires and pays the internal auditor to work in the
organization. Therefore, there is a gratitude attitude in internal auditors toward the
top management. It is difficult to be independent in appearance for internal auditor
because their client is their organization itself and the leaders are the same top man-
agement. Hence, the more support from the top management will not improve the
independence of internal auditors.

Support from the top management could be in the form of sufficient facilities and
budget, attention given toward internal auditors’ activity, or involvement of the top
management in the internal audit work. Sufficient budget means higher chance of
training, it also means that auditor’s capacity improves over time. The improvement
of auditor’s capacity could lead to the improvement of independence and objectivity.
However, the effect is rather different in the Ministry of Finance and the Ministry of
Religious Affairs. In the Ministry of Finance, it only affects their independence, whereas
in the Ministry of Religious Affairs, it affects the objectivity.

6. Conclusion

This research has a purpose to examine the determinant factors affecting the inde-
pendence and the objectivity in Indonesian government entities. The result shows
that the professional competence and internal auditor–auditee relationship are the two
key factors that affect both the independence and objectivity. Both of the variables
positively affect the independence and objectivity.

This research has some limitations in the process; first, the author could not control
the respondents because of time and distance limitation. There is a possibility of bias
due to this condition that can be caused by the misunderstanding of the questions in
the questionnaire. There are a few responses that do not correspond to the context
that the author has to eliminate the responses. It is possible that the factors behind
this case is because not all respondents understand the meaning of the questions. The
questions in the questionnaire are adopted from international journal that possibly has
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different circumstances from Indonesia, it can increase the risk of misunderstanding
and biasness.
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