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Artinya: — Sesungguhnya Allah memerintahkan kamu untuk menunaikan amanah
kepada yang berhak menerimanya, dan apabila kamu menetapkan hukum di antara
manusia, hendaklah kamu menetapkannya dengan adil. Sungguh, Allah
memberikan pengajaran yang sebaik-baiknya kepadamu. Sesungguhnya Allah
Maha Mendengar lagi Maha Melihat. (QS. An-Nisa’: 58)*
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ABSTRACT

Moh. Abil Mawahib, Fauzan, 2025: IMPLEMENTATION OF GOOD
GOVERNANCE IN THE ETHICS-BASED FINANCIAL REPORTING SYSTEM IN
THE REGIONAL GOVERNMENT OF JEMBER DISTRICT

Study This aim For develop system reporting finance based sharia with approach
ethics in frame strengthening good governance in government area Regency Jember .
System reporting finance sharia emphasize transparency, accountability, fairness,
and responsibility answer appropriate social with Islamic principles . With blend
theory reporting finance conventional and sharia, research This explore How
implementation system based ethics can increase quality of governance in the sector
public. Study This use approach qualitative with method studies case , where data
is obtained through interview in-depth and analytical document. Research results
show that implementation system reporting finance sharia based ethics can repair
accountability, minimizing corruption, and increase participation public in
supervision finance area.

Keywords: Reporting Islamic Finance, Ethics, Good Governance, Regional

Government, Jember.



1. Introduction

Reporting finance in sector public own role crucial in guard accountability ,
transparency , and ensuring that management finance public done in a way effective
and efficient . In many countries, including Indonesia, efforts For improve
governance government the more leading to implementation good governance ,
namely transparent , participatory , responsible governance answer , and be free
from practice corruption ( Bovens et al., 2008). Good governance becomes runway
main for creation responsive governance to need society , especially in matter
management finance area .

However , the implementation reporting finance in several regions in Indonesia,
including Regency Jember , still face various challenge . Phenomenon like
corruption , injustice transparency , and lack of accountability Still become problem
serious disturbing trust public to institutions government . Based on Transparency
International report (2020), Indonesia still is at an alarming level in matter index
perception corruption , which is direct reflect quality of governance government ,
in particular in sector finance . This is show that effort improvement system
reporting finance still very necessary For reduce abuse power and increase trust
public . Index corruption can seen in the graph below This .

Chart 1; Trend Index Perception Corruption (CPI) Indonesia from in 2012 up to

Score changes 2012 - 2024
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2024 .

Seen that Indonesia's score is in range 36 to 40 during period said , which shows
challenge sustainable in overcome corruption . Trends This relevant with discussion
about implementation good governance and needs will system reporting more
finances transparent and accountable in Indonesia, including in the Regency Jember

In line with this , system reporting finance based sharia appear as potential

alternatives give solution to problem ethics in management finance public .
1



Reporting finance sharia No only emphasize aspect formality in reporting financial
, but also aspects ethics that involve principles sharia like justice , transparency ,
responsibility answer social , and high accountability ( Haniffa & Hudaib , 2007 ).
According to Lewis (2006) , system This own mark plus Because emphasize
importance trust and justice , which can play a role in strengthen legitimacy
government area in the eye public .

More further , approach based ethics in reporting finance the more get attention
in research latest . Maali , Casson, and Napier (2006) find that reporting based
finance ethics sharia potential increase not quite enough answer social institutions
, especially in the sector public , with method balance between interest economic
and social . In context government area , implementation principle sharia in
reporting finance allows more transparency height and participation more public
big , because involving stakeholders interest in the supervision process (Aguilera &
Cuervo- Cazurra , 2009).

Regency Jember , as one of the regions in Indonesia with potential significant
economic impact , requiring a reporting model finances that are not only focused
on efficiency , but also ethics . Governance area Jember faced with challenges For
create system reporting that can reliable and fulfilling demands an increasingly
diverse society critical to use budget public . Responding to challenge this research
This aim For develop reporting models finance based sharia that can implemented
in a way effective in government area Regency Jember , as well as analyze How
system This can support implementation good governance .

With integrate principles sharia to in system reporting finance , research This
expected can give solution practical for government area in increase transparency ,
accountability , and engagement public in management finance public . More from
that , the system reporting finance based ethics sharia expected can be a model for
implemented in other areas in Indonesia that are facing problem similar in

governance matters finance .



2. Literature Review and Hypothesis Development

Literature review This will discuss relevant concepts and principles with
reporting finance sharia as well as relation with good governance, especially in
sector public . This study involving approach theoretical and research empirical
support focus main study this : implementation system reporting finance sharia

based ethics and its impact towards governance government good area

2.1. Reporting Islamic Finance

Reporting finance sharia is the system that was built based on principles
sharia that is not only emphasize aspect financial , but also aspects social and ethical
deep activity economics ( Haniffa & Hudaib , 2007). Principles policy reporting
sharia includes :

Justice : Reporting finance sharia must reflect justice for all stakeholders
interests , both internal and external external . In context this , justice translated as
effort For avoid dishonesty , fraud , and neglect to rights individuals and society (
Maali et al., 2006).

Transparency : One of the aspect main reporting finance sharia is
transparency , which means presentation information finance in a way clear ,
accurate , and can accessible to all interested party . In principle sharia ,
transparency No only question compliance to formal rules , but also ethics in
delivery correct information (Lewis, 2006) .

Social Responsibility : Reporting finance sharia must covers accountability
No only to holder shares ; but also to society and environment . System This confess
that every activity economy own implications social must reported in a way open (
Dusuki & Abdullah, 2007).

Reporting finance Sharia also emphasizes importance balance between
interest personal and interests public . Balance This seen in reporting that includes
impact social from activity finance . According to Maali et al. (2006), reporting
social in context Sharia is very important , especially in matter transparency about
use of funds, zakat management , and allocation appropriate benefits with principles

justice.

2.2. Good Governance

Good governance , or governance good governance is concepts that include
transparency , accountability , participation , and fairness . The principles This
important in create responsive and accountable government to society (Shah, 2007).

3



In context sector public , the implementation of good governance is related close
with How government manage source Power finances and report them in a way
ethical and transparent .

Transparency : Transparency in good governance means openness government
in give access relevant and accurate information to public . According to Bovens et
al. (2008) , transparency is one of the factor important things that can increase trust
public to government , especially in matter management finance .

Accountability : Accountability refers to obligations government For
accountable decisions and actions they to society . In context reporting finance ,
accountability means presentation report honest , open and appropriate financial
with established standards . Reporting based finance sharia can help increase
accountability through implementation more ethics tall in compilation report
(Lewis, 20006).

Participation : Principles participation emphasize importance involvement
public in the process of taking decisions , including in supervision use of public
funds . According to Shah (2007), participation public can promote governance
more finances Good with increase involvement public in the planning and
evaluation process finance government .

Justice : Justice in good governance means that policies and reporting finance
must reflect distribution source fair and equitable power . Implementation principle
sharia in reporting finance can help ensure that budget public managed with fair and

used For interest public wide ( Dusuki & Abdullah, 2007).

2.3. Reporting Islamic Finance and Good Governance

Reporting finance sharia own strong relevance with implementation of good
governance. System reporting This No only fulfil demands accountability fiscal ,
but also emphasizes the integrity and trust that must be maintained by the institution
public ( Haniffa & Hudaib , 2007). Implementation system reporting based ethics
can strengthen trust governance or governance based trust , which is ultimately can
reduce corruption and increase involvement public in the management process
finance area (Aguilera & Cuervo- Cazurra , 2009).

Research empirical research conducted by Maali et al. (2006) show that
reporting finance sharia which involves accountability social No only increase
transparency , but also contribute to strengthening integrity institutions public . On

the other hand , research Lewis (2006) highlight How ethical reporting can help



overcome problem corruption and abuse power in the sector public , especially in

Muslim- majority countries .

2.4. Relevance in the Regency Jember

Regency Jember , as one of the area with potential developing economy , faced
with challenges in increase accountability and transparency in management finance
area . Based on financial audit data from Audit Board Finance (BPK) , Regency
Jember Once get opinion Reasonable With Exception (WDP) related with a number
of findings mismatch in management budget public . This is show importance
improvement in system reporting finance For achieve better governance Good .

Implementation system reporting finance sharia - based ethics in the Regency
Jember can become effective solutions For improve governance finance area . With
emphasize transparency , fairness , and responsibility answer social , system This

potential increase good governance and trust public to government area .

3. Methods

Study This use approach qualitative with method studies cases in government
area Regency Jember . Data collection was carried out through interview deep with
officials government regions and experts reporting finance sharia . Besides that is
secondary data obtained from document reporting applicable finance and
regulations . Data analysis was carried out with method analysis thematic For

identify patterns in implementation system reporting based sharia .

4. Results

Study This study impact implementation system reporting finance sharia based
ethics towards governance finance areas in the Regency Jember . Through interview
with officials government and figures key in reporting finance sharia , as well as
secondary data analysis , results study This show that implementation principles
sharia in reporting finance bring change significant to transparency , accountability

, and participation public .

4.1. Improvement Transparency and Accountability

System reporting finance sharia based ethics in the Regency Jember assessed
capable increase transparency and accountability management finance area . Based

on interview with one of them officials at the Management Agency Regional



Finance and Assets (BPKAD) Jember , delivered that implementation principles
sharia in reporting finance , such as justice and responsibility answer social , create
report finance more open and accessible accessible to the public .

One of informant stated : " With existence principle justice and openness , we
feel more pushed For report detailed and clear use of funds , so that public more
believe to management budget area ."

Findings This support view Haniffa & Hudaib (2007) who mention that system
reporting based sharia can increase transparency , because covers accountability

more social wide compared to reporting finance conventional.

4.2. Reduce Potential Corruption and Abuse Budget

Implementation system reporting finance Sharia also has an impact positive in
minimize potential corruption and abuse budget in the Regency Jember . A member
Regional Inspectorate confirm that principle not quite enough answer social in
reporting finance sharia make every officials and implementers manager finance
feel more responsible answer morally and ethically to use of public funds . They
state that This help pressing practice previous corruption Possible happen
consequence ambiguity in report finance .

One of figure sharia interviewed added : “ System sharia make officials more
aware will not quite enough answer they do not only to humans , but also to God .
This is reduce trend For abuse budget , because There is element not quite enough
strong moral responsibility ”.

Findings This in line with research Lewis (2006) who stated that reporting
finance sharia own strength For increase integrity management finance with put

forward values justice and accountability:-

4.3. Improvement Financial Audit Quality

Integration of principles sharia in reporting finance in the Regency Jember is
also proven increase financial audit quality area . According to results interview
with auditors at the Audit Board Finance (BPK) Representative Jember , more
reporting transparent and based ethics sharia produce more reports easy audited ,
with findings more discrepancies A little .

In the last audit , Jember show improvement significant in opinion Reasonable
Without Exception (WTP) , which was previously often disturbed by the findings
mismatch budget . One auditor stated : “ We see that with implementation system

sharia , many report more finances structured and appropriate with rules . This

6



greatly simplifies the audit process and improves quality report finance government
area .”

This result consistent with findings Maali et al. (2006) which states that system
reporting sharia capable improve the audit process by give more transparency high

and reduce manipulation report .

4.4. Improvement Community Participation

Besides increase transparency and accountability , system reporting finance
Sharia also encourages participation public in supervision management finance
public . Based on interview with figure public local , community Jember the more
involved in the process of supervision finance government after implemented
system reporting sharia that allows they For access information finance in a way
more easy and clear .

One of representative public convey : "We feel more involved in the management
process budget . With more reports transparent , we can submit question or give
input related use of regional funds .”

This matter in line with principle participation in good governance, which
emphasizes involvement public in the management process source Power public
(Shah, 2007). Implementation system sharia allows public For involved more active

, so that strengthen accountability government .

4.5. Challenges and Obstacles

Although implementation system reporting finance sharia based ethics in the
Regency Jember has bring various benefits., there are a number of challenges faced
. One of them is_lack of understanding about principles sharia among part big
officials finance area . Based on interviews , some officials feel that they need
training more carry on For truly understand and apply principles sharia in reporting
finance .

A officials at BPKAD Jember stated : “We are still Study in matter this , because
principle sharia No only relate with rule technical , but also moral and ethical
aspects that may Not yet We fully understand .”

By Because that , is necessary effort For strengthen understanding about

principle sharia through training and education for officials related .



Skor (out of 100)

5. Discussion

Research result This show that implementation system reporting finance sharia
based ethics in the Regency Jember can increase quality of governance finance area
in a way significant . System This No only push transparency and accountability ,
but also reduce potential corruption and increase participation public in
management finance public . However , for reach more optimal results , it is
necessary improvement understanding among officials about principles sharia and
its application in reporting finance .

From the perspective good governance , implementation reporting sharia in line
with principles main like transparency , accountability , and participation public .
System This give framework strong ethics in governance finance , which ultimately
can increase trust public to government area .

From the results and discussion above can depicted in form chart like the graph
below This :

Graph 2: Impact Reporting Impact of [slamic Finance on Governance in Districts
Jember
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Chart This show difference between condition before and after implementation
in a number of aspect like transparency , accountability , participation society ,
financial audit quality , and reduction potential corruption .

From the graph the seen improvement significant in all category after
implementation system reporting sharia , which reflects impact positive from

implementation principles sharia in management finance area .



6. Conclusion

Implementation system reporting finance sharia based ethics own significant
implications for improving good governance in the Regency Jember . With put
forward principles sharia , system This can increase transparency , accountability ,
and participation public in management finance area . Recommendations for
government area is integrate reporting sharia in framework existing regulations and

involve public in the process of supervision finance in a way more active.
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Abstract

Study This aim For develop system reporting finance based sharia with
approach ethics in frame strengthening good governance in government
area Regency Jember . System reporting finance sharia emphasize
transparency, accountability, fairness, and responsibility answer appropriate
social with Islamic principles . With blend theory reporting finance
conventional and sharia, research This explore How implementation system
based ethics can increase quality of governance in the sector public. Study
This use approach qualitative with method studies case , where data is
obtained through interview in-depth and analytical document. Research
results show that implementation system reporting finance sharia based
ethics ‘can ' repair. accountability, minimizing corruption, " and ‘increase
participation public in supervision finance area

Keywords

Reporting Islamic Finance, Ethics, Good Governance, Regional Government,
Jember.
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