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 This study examines transparency and accountability in local government financial 

management, aiming to analyze the effectiveness of institutional frameworks, 

technological instruments, and stakeholder engagement in strengthening public 

financial governance. A qualitative approach with a case study design was 

employed, as it enables an in-depth exploration of contextual dynamics and 

governance practices within real-life settings. The research was conducted in a 

selected Indonesian local government, referred to as Regional Government X, 

chosen due to its implementation of financial reform initiatives and accessibility of 

data. A total of twelve informants were purposively selected, including government 

officials, auditors, legislative members, civil society representatives, and media 

actors, based on their direct involvement and relevance to financial management 

processes. The findings reveal a persistent gap between formal transparency 

mechanisms and their substantive implementation, characterized by limited 

information accessibility, weak enforcement of accountability, and low public 

participation. Digital governance tools remain underutilized due to technical and 

institutional constraints. The study recommends strengthening institutional 

capacity, enhancing user-oriented transparency systems, and expanding 

participatory oversight to improve governance outcomes. 
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INTRODUCTION 

Transparency and accountability in local government financial management have become 

central concerns in contemporary public administration, particularly in the context of decentralization 

and fiscal autonomy (Naa, 2024). As local governments assume greater responsibility for managing 

public resources, the demand for transparent budgeting processes and accountable financial practices 

intensifies (Desmalita & Setyadi, 2025). This shift is driven not only by regulatory frameworks but also 

by increasing public expectations for good governance, integrity, and service delivery outcomes 

(Fathirah et al., 2024). In many countries, including emerging democracies, local governments play a 

strategic role in translating national development goals into tangible programs (Astuti & Bidabad, 

2024). However, the effectiveness of this role is often constrained by persistent issues such as 

information asymmetry, weak oversight mechanisms, and limited public participation in financial 

decision-making processes (Oti & Otalor, 2024). Consequently, strengthening transparency and 

accountability is not merely a normative aspiration but a practical necessity to ensure the efficient and 

equitable use of public funds (Rooi & Kamotho, 2024). 

The state of the art in this field reflects a growing body of literature emphasizing the interplay 

between institutional frameworks, governance culture, and technological innovation (Fachrulla et al., 

2024). Prior studies have highlighted the importance of regulatory compliance, internal control systems, 

and external audit mechanisms in enhancing financial accountability (Sitepu et al., 2025). Additionally, 

the adoption of e-government platforms and open data initiatives has been widely recognized as a 

transformative approach to improving transparency (Urhibo et al., 2025). Despite these advancements, 

empirical evidence suggests that the implementation of such mechanisms often varies significantly 
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across local governments, influenced by political dynamics, administrative capacity, and socio-

economic conditions (Hikmat & Ismanudin, 2024). Recent research also points to the critical role of 

civic engagement and social accountability in complementing formal oversight structures (Kavylin, 

2024). Nevertheless, the literature remains fragmented, with limited integration of these dimensions 

into a comprehensive analytical framework that captures both structural and behavioral aspects of 

financial governance (O., 2025). 

The primary problem addressed in this study lies in the persistent gap between formal 

transparency and accountability frameworks and their actual implementation at the local level (Wan et 

al., 2024). While many local governments have adopted regulations and systems intended to promote 

openness and responsibility, these measures do not always translate into meaningful improvements in 

financial governance (Nasir et al., 2022). Issues such as delayed financial reporting, limited accessibility 

of budget information, and weak enforcement of accountability standards continue to undermine public 

trust (OBISANYA & HASSAN, 2022). Furthermore, the complexity of financial management 

processes often restricts citizen understanding and participation, thereby reducing the effectiveness of 

transparency initiatives (Nadir & Karim, 2025). This disconnect raises critical questions about the 

factors that hinder the operationalization of transparency and accountability principles in local 

government contexts. 

The research gap identified in this study pertains to the insufficient exploration of how 

institutional capacity, technological tools, and stakeholder engagement interact to influence 

transparency and accountability outcomes (Yadava et al., 2025). While previous studies have examined 

these elements in isolation, there is a lack of integrative analysis that considers their combined effects 

(Daud et al., 2025). Moreover, much of the existing research focuses on national-level governance or 

urban municipalities, leaving smaller or less-developed local governments underrepresented (Edwards, 

2021). This study seeks to address these gaps by providing a more holistic understanding of the 

determinants of effective financial governance at the local level, with particular attention to contextual 

variations and practical challenges. 

The novelty of this research lies in its integrative approach, which combines institutional 

analysis, governance theory, and empirical insights to develop a comprehensive framework for 

assessing transparency and accountability in local government financial management. By bridging 

theoretical perspectives with practical considerations, this study offers new insights into how formal 

mechanisms and informal practices interact to shape governance outcomes. Additionally, the research 

contributes to the literature by incorporating a multidimensional perspective that includes regulatory 

compliance, technological adoption, and participatory governance as interconnected components of 

financial accountability. 

This study is guided by several key research questions. First, how do existing institutional 

frameworks influence the level of transparency and accountability in local government financial 

management? Second, what role do technological innovations, such as digital financial systems and 

open data platforms, play in enhancing transparency? Third, how does stakeholder engagement, 

including citizen participation and civil society oversight, affect accountability mechanisms? Finally, 

what are the main challenges and enabling factors that determine the effectiveness of transparency and 

accountability initiatives at the local level? 

The main objective of this research is to analyze the determinants and dynamics of transparency 

and accountability in local government financial management. Specifically, the study aims to evaluate 

the effectiveness of institutional frameworks, examine the impact of technological tools, and assess the 

role of stakeholder engagement in promoting accountable financial practices. By addressing these 

objectives, the research seeks to generate evidence-based recommendations for improving governance 

practices in local administrations. 

The theoretical contribution of this study lies in its effort to enrich the conceptual understanding 

of public sector accountability by integrating multiple dimensions of governance (Agustyawati, 2022). 

Academically, the research provides a valuable reference for scholars interested in public financial 

management, decentralization, and governance reform. It also contributes to methodological 
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development by proposing an analytical framework that can be applied in diverse local government 

contexts (Hermanus et al., 2024). From a practical perspective, the findings are expected to inform 

policymakers, public administrators, and oversight institutions in designing more effective strategies 

for enhancing transparency and accountability. The study also offers insights for civil society 

organizations and citizens seeking to engage more actively in monitoring public financial management. 

Despite its contributions, this research acknowledges certain limitations. The study may be 

constrained by data availability and the variability of financial reporting standards across local 

governments (Suharsono et al., 2024). Additionally, the focus on specific case contexts may limit the 

generalizability of the findings to other regions with different institutional characteristics (Khaile, 

2023). The reliance on qualitative and interpretive analysis may also introduce subjectivity, although 

efforts are made to ensure rigor through triangulation and systematic data collection (Widt et al., 2020). 

Future research is encouraged to expand on this study by incorporating comparative analyses 

across different countries or regions to enhance the generalizability of findings. Quantitative approaches 

could also be employed to measure the impact of transparency and accountability mechanisms more 

precisely. Furthermore, exploring the role of emerging technologies, such as artificial intelligence and 

blockchain, in public financial management presents a promising avenue for advancing the field. 

Continued investigation into the relationship between governance reforms and public trust will also be 

essential in understanding the broader implications of transparency and accountability in local 

government contexts. 

LITERATURE REVIEW 

The literature on transparency and accountability in local government financial management is 

anchored in a multidisciplinary foundation that integrates public administration, political economy, and 

governance theory (Darwis et al., 2022). Scholarly debates have consistently emphasized that effective 

financial management at the local level is not solely a technical matter but also a reflection of 

institutional arrangements, power relations, and societal expectations (Putri & Sari, 2022). Within this 

context, three major theoretical perspectives are particularly relevant: Agency Theory, Institutional 

Theory, and Good Governance Theory. These frameworks provide complementary lenses for 

understanding how transparency and accountability are conceptualized, operationalized, and evaluated 

in public sector financial practices. 

Agency Theory, widely associated with Michael C. Jensen and William H. Meckling in their 

seminal 1976 work at the University of Rochester, United States, offers a foundational explanation of 

accountability relationships in public administration (Drew, 2022). The theory conceptualizes 

governance as a contractual relationship between principals, such as citizens or elected representatives, 

and agents, including public officials and bureaucrats (Betri, 2022). According to Jensen and Meckling, 

agency problems arise when there is information asymmetry and divergent interests between principals 

and agents, leading to moral hazard and opportunistic behavior (Kostić & Bošković, 2021). In the 

context of local government financial management, this theory explains why transparency mechanisms, 

such as public financial reporting and audits, are essential to reduce information gaps and ensure that 

agents act in the best interests of the public. The conceptual framework of Agency Theory emphasizes 

monitoring mechanisms, incentive alignment, and performance evaluation as key instruments for 

enhancing accountability (Sumardjo & Jayanti, 2021). Over time, the theory has evolved to incorporate 

more complex governance arrangements, including multi-level governance and participatory oversight, 

reflecting the dynamic nature of public sector accountability (Pant, 2025). 

Institutional Theory, as developed and popularized by Paul J. DiMaggio and Walter W. Powell 

in their influential 1983 publication at Yale University and Stanford University, United States, provides 

a broader structural perspective on organizational behavior (Columbano, 2021). The theory posits that 

organizations, including local governments, are shaped by formal rules, cultural norms, and social 

expectations that drive isomorphic changes (Jusasni et al., 2023). DiMaggio and Powell identify three 

types of institutional pressures: coercive, normative, and mimetic (Erwanti et al., 2025). In the domain 

of local government financial management, coercive pressures emerge from regulatory frameworks and 

legal mandates, normative pressures stem from professional standards and ethical norms, and mimetic 

pressures arise when governments imitate best practices from more successful jurisdictions. This 
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theoretical lens explains why local governments adopt transparency and accountability measures, even 

when their implementation may be symbolic rather than substantive. The conceptual framework of 

Institutional Theory highlights legitimacy, conformity, and institutional embeddedness as critical 

determinants of organizational behavior. Contemporary developments in this theory have expanded its 

scope to include institutional entrepreneurship and the role of actors in shaping institutional change, 

thereby providing a more dynamic understanding of governance reforms (Hansen, 2024). 

Good Governance Theory, strongly associated with the work of Daniel Kaufmann, Aart Kraay, 

and Massimo Mastruzzi at the World Bank in the early 2000s, particularly in their 2002 and subsequent 

governance indicator studies, offers a normative framework for evaluating public sector performance 

(Grant, 2024). This theory defines good governance through key principles such as transparency, 

accountability, rule of law, participation, and effectiveness (Lyezia & Kapaya, 2024). Kaufmann and 

his colleagues conceptualize governance as the traditions and institutions by which authority is 

exercised in a country, including the process by which governments are selected, monitored, and 

replaced. In the context of local government financial management, Good Governance Theory 

underscores the importance of open budgeting, citizen engagement, and robust oversight institutions in 

ensuring that public resources are managed responsibly (Tao & Collins, 2021). The conceptual 

framework integrates multiple dimensions of governance, emphasizing both procedural and outcome-

based indicators. Recent developments in this theory have incorporated digital governance, open 

government data, and collaborative governance models, reflecting the increasing role of technology and 

citizen participation in enhancing transparency and accountability (Costanza, 2025). 

The integration of these three theories provides a comprehensive analytical framework for 

examining the main problem of this research, namely the gap between formal transparency and 

accountability mechanisms and their practical implementation in local government financial 

management. Agency Theory explains the persistence of information asymmetry and opportunistic 

behavior among public officials, which undermines accountability (Valcik, 2023). Institutional Theory 

highlights how formal adoption of transparency measures may be driven by external pressures rather 

than genuine commitment, resulting in ceremonial compliance (Husnan et al., 2023). Good Governance 

Theory, on the other hand, provides normative benchmarks that reveal the shortcomings of existing 

practices in achieving desired governance outcomes. Together, these theories illuminate the structural, 

behavioral, and normative dimensions of the problem. 

The identified research gap is closely related to the limited integration of these theoretical 

perspectives in existing studies. Many prior works have applied Agency Theory to analyze 

accountability mechanisms or Institutional Theory to examine organizational behavior, but few have 

combined these approaches with the normative insights of Good Governance Theory (Donatella & 

Karlsson, 2023). This fragmentation has resulted in an incomplete understanding of how transparency 

and accountability function in practice. By synthesizing these theories, this research addresses the gap 

by offering a more holistic framework that captures the interplay between incentives, institutional 

pressures, and governance principles. 

The relevance of these theories to the research questions is evident in their ability to explain 

different aspects of transparency and accountability. Agency Theory informs questions related to 

monitoring and control mechanisms, Institutional Theory addresses the influence of external and 

internal pressures on policy adoption, and Good Governance Theory guides the evaluation of 

governance outcomes (Hendrich, 2025). These theoretical linkages ensure that the research questions 

are grounded in established scholarly frameworks while also addressing practical challenges in local 

government financial management. 

Furthermore, the application of these theories supports the research objectives by providing 

analytical tools to assess institutional effectiveness, technological adoption, and stakeholder 

engagement. From a theoretical perspective, the study contributes to the development of an integrated 

governance framework that bridges micro-level behavioral analysis with macro-level institutional 

dynamics. Academically, it enriches the literature on public financial management by demonstrating 

the value of interdisciplinary approaches. Practically, the findings derived from these theoretical 
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insights can inform policy design, capacity building, and institutional reform efforts aimed at improving 

transparency and accountability. 

The benefits of this theoretical integration extend to multiple domains. For scholars, it offers a 

robust conceptual model for analyzing complex governance issues. For practitioners, it provides 

actionable insights into designing effective accountability mechanisms. For policymakers, it highlights 

the importance of aligning regulatory frameworks with institutional capacities and societal expectations. 

By linking theory with practice, the study enhances the relevance and applicability of academic research 

in addressing real-world challenges. 

In conclusion, the literature review demonstrates that Agency Theory, Institutional Theory, and 

Good Governance Theory collectively provide a comprehensive foundation for understanding 

transparency and accountability in local government financial management. The perspectives of Jensen 

and Meckling, DiMaggio and Powell, and Kaufmann and colleagues offer valuable insights into the 

behavioral, structural, and normative dimensions of governance. By integrating these theories, the study 

addresses the main problem of implementation gaps, bridges existing research gaps, and proposes a 

novel analytical framework. This synthesis not only informs the research questions and objectives but 

also contributes to theoretical advancement and practical improvement in public sector governance. 

RESEARCH METHODS 

This study adopts a qualitative research approach to examine transparency and accountability 

in local government financial management, recognizing that these governance dimensions are 

inherently complex, context-dependent, and embedded in institutional practices. A qualitative 

methodology is particularly appropriate for this research because it allows for an in-depth exploration 

of processes, perceptions, and interactions among key actors involved in financial governance (Putra & 

Suryanawa, 2022). Rather than relying on numerical measurement, this approach prioritizes rich, 

descriptive data that capture how transparency and accountability are interpreted and implemented in 

real-world administrative settings. The qualitative paradigm also aligns with the study’s objective to 

uncover underlying mechanisms, identify contextual challenges, and generate nuanced insights that 

may not be accessible through quantitative methods (Christanti et al., 2023). 

The research design employed in this study is a case study approach, which is widely 

recognized in public administration research for its ability to provide comprehensive and contextually 

grounded analysis (Wan et al., 2023). The case study design is selected because it enables the researcher 

to investigate contemporary phenomena within their real-life context, particularly when the boundaries 

between the phenomenon and context are not clearly defined (Zahirah & Suhaedi, 2025). In the context 

of local government financial management, transparency and accountability are influenced by 

institutional arrangements, political dynamics, and socio-cultural factors, making the case study design 

especially suitable. This design facilitates the integration of multiple sources of evidence, including 

interviews, documents, and observations, thereby enhancing the depth and validity of the findings 

(Rahayu et al., 2020). The use of a single-case or multiple-case design depends on the scope of the 

study; in this research, a focused case study is employed to allow for intensive analysis of a specific 

local government unit. 

The research is conducted in a selected local government in Indonesia, referred to under the 

pseudonym “Regional Government X.” The choice of this location is based on several considerations. 

First, the selected local government has implemented various financial management reforms, including 

the adoption of digital financial systems and transparency initiatives, making it a relevant and 

information-rich case for analysis. Second, the region exhibits both achievements and challenges in 

implementing accountability mechanisms, providing a balanced context for examining gaps between 

policy and practice. Third, accessibility to data and willingness of stakeholders to participate in the 

study are critical factors that support the feasibility of qualitative research. The selection of a single, 

well-defined case allows the researcher to conduct an in-depth investigation while maintaining 

analytical rigor and contextual relevance. 

The study involves a purposive selection of informants who are directly engaged in or affected 

by local government financial management processes (Gordon et al., 2023). A total of twelve 
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informants are included in this research, representing diverse perspectives within the governance 

ecosystem. These informants are assigned pseudonyms to ensure confidentiality and ethical 

compliance. Among them are senior government officials such as “Mr. Arif,” who serves as Head of 

the Regional Financial Management Agency, and “Ms. Lestari,” a senior auditor from the local 

inspectorate. Their inclusion is justified by their strategic roles in designing and overseeing financial 

management systems. Mid-level bureaucrats, such as “Mr. Budi,” a budget planning officer, and “Ms. 

Sari,” a financial reporting staff member, are also included to provide insights into the operational 

aspects of financial management. 

In addition to government officials, the study incorporates perspectives from external 

stakeholders to capture a more comprehensive view of accountability. These include “Mr. Rahman,” a 

representative of a local civil society organization focusing on budget transparency, and “Ms. Dewi,” a 

journalist covering public finance issues. Their participation is essential to understanding how 

transparency initiatives are perceived and evaluated by non-government actors. Furthermore, “Mr. 

Andi,” a member of the local legislative council, is included to represent the oversight function of 

elected bodies. The selection of these informants is based on their expertise, experience, and relevance 

to the research topic, ensuring that the data collected are both credible and meaningful. 

Data collection in this study is conducted through multiple techniques to ensure triangulation 

and enhance the validity of the findings (Karepouwan, 2025). In-depth semi-structured interviews serve 

as the primary data collection method, allowing informants to express their views and experiences in a 

flexible yet guided manner (Cahyani et al., 2022). The interview protocol is designed to explore key 

themes such as financial transparency practices, accountability mechanisms, challenges in 

implementation, and the role of technology and stakeholder engagement. In addition to interviews, 

document analysis is carried out to examine official reports, budget documents, audit findings, and 

regulatory frameworks (Alamsyah  Thomas Bustomi, Kamal, 2023). These documents provide 

objective evidence that complements the subjective accounts of informants. Observational data are also 

collected, where possible, to gain insights into actual practices and interactions within the financial 

management process (Santini-Rodríguez et al., 2024). 

The data analysis process follows a systematic and iterative approach, consistent with 

qualitative research standards (Vedaschi, 2021). The study employs thematic analysis to identify 

patterns and themes within the data (Nicholaus et al., 2023). This involves several stages, including data 

familiarization, coding, theme development, and interpretation (Tanno et al., 2025). Initially, all 

interview transcripts and documents are carefully reviewed to gain a comprehensive understanding of 

the data. Subsequently, open coding is conducted to label relevant segments of data, followed by the 

grouping of codes into broader categories. These categories are then refined into themes that reflect the 

key dimensions of transparency and accountability. The analysis is guided by the theoretical framework 

of Agency Theory, Institutional Theory, and Good Governance Theory, ensuring that the findings are 

both empirically grounded and theoretically informed. 

To ensure the trustworthiness of the research, several strategies are employed, including 

credibility, transferability, dependability, and confirmability (Matovu & Eze, 2024). Credibility is 

enhanced through triangulation of data sources and member checking, where informants are given the 

opportunity to verify the accuracy of the findings (Kazanskaia, 2025). Transferability is addressed by 

providing detailed descriptions of the research context, allowing readers to assess the applicability of 

the findings to other settings (Pratiwi et al., 2024). Dependability is ensured through a transparent 

documentation of the research process, while confirmability is achieved by maintaining an audit trail 

and minimizing researcher bias (Stevanus et al., 2025). 

The technique for drawing conclusions in this study is based on an inductive reasoning process, 

where findings emerge from the data rather than being imposed a priori (Gbadrive, 2025). The 

researcher synthesizes the identified themes and relates them to the theoretical framework to generate 

meaningful interpretations. This process involves comparing empirical findings with existing theories, 

identifying consistencies and discrepancies, and developing explanations for observed phenomena. The 

conclusions are not only descriptive but also analytical, providing insights into the factors that influence 

transparency and accountability in local government financial management. 
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In summary, the qualitative case study methodology employed in this research is well-suited to 

addressing the complexity of transparency and accountability issues in local government financial 

management (Luna, 2025). The careful selection of research design, location, and informants, combined 

with rigorous data collection and analysis techniques, ensures the validity and relevance of the findings. 

By adopting an inductive and theory-informed approach, the study contributes to both academic 

knowledge and practical understanding of governance challenges, while also providing a foundation for 

future research in this field. 

RESULTS AND DISCUSSION 

The findings of this study provide a comprehensive and empirically grounded understanding of 

transparency and accountability in local government financial management, particularly within the 

context of “Regional Government X.” Drawing on qualitative data obtained through in-depth 

interviews, document analysis, and observational insights, the results reveal a complex interplay 

between formal institutional arrangements, behavioral dynamics of public officials, and evolving 

governance norms. These findings are analyzed through the lens of Agency Theory, Institutional 

Theory, and Good Governance Theory, enabling a multidimensional interpretation that connects 

empirical evidence with established theoretical frameworks (Hidayat, 2025). 

The first major finding relates to the persistence of the core problem identified in this research, 

namely the discrepancy between formal transparency and accountability mechanisms and their actual 

implementation in practice (Mohammed, 2025). Although Regional Government X has adopted various 

regulatory frameworks, including standardized financial reporting systems, internal audit procedures, 

and digital transparency platforms, the study finds that these mechanisms often function in a procedural 

rather than substantive manner. From an Agency Theory perspective, this condition reflects ongoing 

information asymmetry between public officials (agents) and citizens (principals) (Benito et al., 2025). 

Informants such as “Mr. Arif” and “Ms. Lestari” acknowledged that while financial reports are publicly 

available, their accessibility and comprehensibility remain limited, thereby constraining meaningful 

public oversight. This suggests that transparency, in its current form, does not fully achieve its intended 

function of reducing agency problems (Zein & Septiani, 2025). 

From the standpoint of Institutional Theory, the findings indicate that many transparency 

initiatives are driven by coercive pressures from central government regulations and external audit 

requirements (Martina & Purba, 2025). However, the internalization of these norms within 

organizational culture remains incomplete. As explained by “Mr. Budi,” compliance with financial 

management standards is often motivated by the need to meet audit criteria rather than a genuine 

commitment to accountability. This phenomenon aligns with the concept of ceremonial conformity, 

where organizations adopt formal structures to gain legitimacy without necessarily altering underlying 

practices (Aquino, 2024). Good Governance Theory further highlights that the principles of 

participation and responsiveness are not yet fully realized, as citizen engagement in financial decision-

making processes remains limited (Norawati & Alkudri, 2023). 

A second key finding concerns the implementation gap in accountability mechanisms, 

particularly in relation to internal control systems and external oversight (Asrijal et al., 2025). While 

the local inspectorate conducts regular audits, their effectiveness is constrained by limited resources, 

capacity, and institutional independence. “Ms. Lestari” noted that follow-up actions on audit findings 

are often delayed or incomplete, reducing the deterrent effect of accountability measures. From an 

Agency Theory perspective, this reflects weak monitoring mechanisms and insufficient incentives for 

compliance (Tavares, 2024). Institutional Theory explains this gap as a result of competing institutional 

pressures, where formal accountability requirements are not fully supported by organizational 

capabilities (Nurdiani et al., 2025). Meanwhile, Good Governance Theory underscores the need for 

stronger enforcement of rule of law and institutional integrity to ensure that accountability mechanisms 

produce tangible outcomes (Hendaris et al., 2025). 

The study also identifies significant challenges in the utilization of digital technologies for 

enhancing transparency. Although Regional Government X has implemented an e-budgeting system 

and an online financial information portal, their effectiveness is hindered by technical limitations, low 

user engagement, and insufficient integration with other governance systems. “Ms. Sari” highlighted 
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that data updates are often delayed, and the information provided is not always user-friendly. From the 

perspective of Good Governance Theory, this indicates that technological adoption alone is insufficient 

without corresponding improvements in accessibility and usability (Gcabashe & Pillay, 2025). Agency 

Theory suggests that digital tools can reduce information asymmetry, but only if they are effectively 

designed and utilized (Juliyanti & Ditasari, 2025). Institutional Theory further explains that the adoption 

of such technologies may be influenced by mimetic pressures, where local governments replicate digital 

initiatives without fully adapting them to local needs (Osei-Dwomoh & Forkuo, 2025) . 

Another important finding relates to the role of stakeholder engagement in promoting 

accountability (J. Y. Davidyan & Waymire, 2025). The study reveals that civil society organizations 

and media actors play a crucial role in monitoring financial management practices, yet their involvement 

is often constrained by limited access to information and weak institutional support. “Mr. Rahman” 

emphasized that while budget documents are technically public, obtaining detailed and timely 

information remains challenging. This finding highlights a critical gap between formal transparency 

provisions and actual information accessibility  (Prakosos, 2025). From an Agency Theory perspective, 

this limits the ability of principals to effectively oversee agents (Serluca, 2025). Institutional Theory 

suggests that the absence of strong normative pressures for participatory governance contributes to this 

condition (Ahyaruddin et al., 2023). Good Governance Theory, in turn, identifies this as a deficiency in 

the principles of participation and inclusiveness (Frick, 2025). 

To summarize the key empirical findings, the following table presents a structured overview of 

the main themes, supporting evidence, and theoretical interpretations: 

Key Findings Empirical Evidence 
Theoretical 

Interpretation 
Implications 

Formal transparency 

mechanisms are not 

fully effective 

Limited accessibility 

and comprehension of 

financial reports 

Agency Theory: 

Information asymmetry 

persists 

Need for improved 

communication and 

data presentation 

Accountability 

mechanisms are 

weakly enforced 

Delayed follow-up on 

audit findings 

Institutional Theory: 

Ceremonial compliance 

Strengthening 

institutional capacity 

and enforcement 

Digital transparency 

tools are underutilized 

Low engagement with 

e-budgeting platforms 

Good Governance 

Theory: Limited 

effectiveness of e-

governance 

Enhancing usability and 

integration of digital 

systems 

Stakeholder 

participation is limited 

Restricted access to 

detailed financial 

information 

Agency and Good 

Governance Theories: 

Weak public oversight 

Expanding participatory 

mechanisms 

These findings directly address the research questions by demonstrating how institutional 

frameworks, technological tools, and stakeholder engagement influence transparency and 

accountability outcomes (Thahir et al., 2024). In relation to the research objectives, the study 

successfully identifies key determinants of financial governance and evaluates the effectiveness of 

existing mechanisms. The integration of the three theoretical perspectives allows for a deeper 

understanding of the underlying causes of governance challenges, as well as potential pathways for 

reform (Aziz & Wediyanto, 2024). 

The theoretical implications of this study are significant. By integrating Agency Theory, 

Institutional Theory, and Good Governance Theory, the research provides a more comprehensive 

framework for analyzing public financial management (Rasyid et al., 2024). This contributes to the 

advancement of public administration theory by bridging micro-level behavioral analysis with macro-
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level institutional dynamics (Pastrana & Bello-Gomez, 2024). Academically, the study offers a valuable 

reference for future research on governance and accountability, particularly in decentralized contexts. 

Practically, the findings provide actionable insights for policymakers and practitioners, highlighting the 

importance of aligning regulatory frameworks with institutional capacity and societal expectations. 

In discussing these findings, it is important to situate them within the broader literature. 

Previous studies have similarly identified gaps between formal transparency measures and actual 

practice, particularly in developing country contexts (J. Davidyan & Waymire, 2025). The persistence 

of information asymmetry and weak accountability mechanisms has been widely documented, 

reinforcing the relevance of Agency Theory in explaining governance challenges ((Ph.D)  M. O. & 

(Ph.D), 2024). Institutional Theory has also been used to explain the tendency of organizations to adopt 

formal structures without substantive change, a phenomenon observed in this study (Dalimunthe et al., 

2023). Furthermore, the limitations of digital governance initiatives have been highlighted in prior 

research, emphasizing the need for a more holistic approach to transparency that includes user 

engagement and institutional support (Muhammad & Kawugana, 2023). 

The research gap identified earlier, namely the lack of integration among different theoretical 

perspectives, is effectively addressed in this study (Cifuentes-Faura, 2023). By combining insights from 

three major theories, the research provides a more nuanced understanding of transparency and 

accountability (Purnaweni et al., 2023). This integrative approach also enables a more comprehensive 

response to the research questions, linking theoretical concepts with empirical findings in a coherent 

manner. 

In relation to the research objectives, the findings demonstrate that improving transparency and 

accountability requires a multifaceted approach that addresses both structural and behavioral factors 

(Ninyuk, 2025). The study confirms that institutional reforms, technological innovation, and 

stakeholder engagement must be pursued simultaneously to achieve meaningful improvements in 

financial governance (Parindingan et al., 2024). The benefits of this research are evident across multiple 

dimensions. Theoretically, it advances the understanding of governance dynamics. Practically, it 

informs policy and administrative practice. Academically, it contributes to the development of 

interdisciplinary research in public administration. 

In conclusion, the results of this study provide strong empirical support for the argument that 

transparency and accountability in local government financial management are shaped by a complex 

interaction of institutional, behavioral, and technological factors (Barasa et al., 2023). By linking these 

findings to the main problem, research gap, research questions, and research objectives, the study offers 

a comprehensive and coherent analysis that contributes to both theory and practice. The integration of 

Agency Theory, Institutional Theory, and Good Governance Theory not only enhances the explanatory 

power of the research but also provides a solid foundation for future studies in this field (Bakhtiar, 

2021). 

CONCLUSION 

The conclusion of this study synthesizes the empirical findings and analytical discussions to 

provide a coherent understanding of transparency and accountability in local government financial 

management within the context of Regional Government X. The study confirms that while formal 

mechanisms of transparency and accountability have been institutionally established, their practical 

implementation remains uneven and often falls short of achieving substantive governance outcomes. 

This discrepancy between formal compliance and actual practice represents the central issue identified 

throughout the research and is consistently supported by the evidence gathered from interviews, 

document analysis, and observations. 

The findings demonstrate that transparency initiatives, such as public financial reporting 

systems and digital information platforms, have been implemented in accordance with regulatory 

requirements. However, their effectiveness is constrained by limited accessibility, technical complexity, 

and low levels of public engagement. As discussed in the results section, financial information is often 

available but not easily understood by citizens, thereby limiting its function as a tool for public 

oversight. This condition reflects the persistence of information asymmetry, as explained by Agency 
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Theory, where public officials retain greater control over information than the citizens they are 

accountable to. Consequently, transparency in this context tends to be procedural rather than 

transformative, failing to significantly enhance public trust or participation. 

Similarly, accountability mechanisms, including internal audits and external oversight, are 

formally in place but face challenges in enforcement and follow-up. The study reveals that audit 

findings are not always acted upon effectively, and institutional constraints such as limited capacity and 

lack of independence weaken the overall accountability framework. From the perspective of 

Institutional Theory, this situation illustrates the phenomenon of ceremonial conformity, where 

organizations adopt formal structures to meet external expectations without fully internalizing their 

intended purpose. The discussion highlights that accountability practices are often driven by compliance 

with regulations rather than a genuine commitment to ethical governance, resulting in a gap between 

policy and practice. 

The integration of Good Governance Theory in the analysis further emphasizes that 

transparency and accountability cannot be understood solely in terms of formal mechanisms but must 

also be evaluated based on broader governance principles, including participation, responsiveness, and 

effectiveness. The study finds that stakeholder engagement, particularly from civil society and the 

media, remains limited due to restricted access to detailed financial information and insufficient 

institutional support. This limitation reduces the effectiveness of social accountability mechanisms and 

underscores the need for a more inclusive approach to governance. The discussion demonstrates that 

without active citizen participation, transparency initiatives are unlikely to achieve their full potential 

in promoting accountability. 

The research also highlights the role of digital technologies as both an opportunity and a 

challenge in enhancing transparency. While e-budgeting systems and online financial portals represent 

important steps toward modernizing public financial management, their impact is constrained by issues 

related to usability, data integration, and user awareness. The findings suggest that technological 

adoption alone is insufficient to improve governance outcomes unless it is accompanied by institutional 

capacity building and user-oriented design. This insight reinforces the argument presented in the 

discussion that effective transparency requires not only the availability of information but also its 

accessibility and relevance to stakeholders. 

Overall, the study concludes that transparency and accountability in local government financial 

management are shaped by a complex interaction of institutional structures, behavioral dynamics, and 

governance norms. The persistence of implementation gaps indicates that reforms must go beyond 

formal compliance and address underlying issues such as organizational culture, capacity constraints, 

and stakeholder engagement. The discussion has shown that the integration of Agency Theory, 

Institutional Theory, and Good Governance Theory provides a comprehensive framework for 

understanding these challenges and identifying potential solutions. 

In conclusion, the study makes a significant contribution to the literature by demonstrating that 

improving transparency and accountability requires a holistic approach that integrates regulatory 

frameworks, institutional capacity, and participatory governance. The findings underscore the 

importance of aligning formal mechanisms with practical realities to achieve meaningful improvements 

in financial governance. By linking the results and discussion, this research provides a nuanced and 

evidence-based understanding of the factors that influence transparency and accountability, offering 

valuable insights for both scholars and practitioners in the field of public administration. 
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